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April 29, 2024 

CMP: ₹ 806    Target: ₹ 1,040 (29%)     Target Period:  12  months  

Glenmark Life Sciences (GLELIF) 
 BUY 
 

GLS v2- Redefining growth under the new ownership …   
About stock: Glenmark Life Sciences Limited (GLS) is a leading developer and 
manufacturer of APIs (~93% of FY24 revenues) with major focus in chronic 
therapeutic areas such as cardiovascular disease, central nervous system disease, 
pain management and diabetes. The company is also expanding into CDMO services 
(~7% of FY24 revenues) catering to a range of multinational and specialty 
pharmaceutical companies. It owns a total reactor capacity of ~1198 KL with 
manufacturing facilities at Ankaleshwar, Dahej in Gujarat and Mohol, Kurkumbh in 
Maharashtra. 

GLS’s portfolio consists of around 150+ APIs across therapeutic segments like 
Cardiovascular (CVS) disease, Central Nervous System (CNS) disorders, pain 
management, anti-diabetics among others. GLS caters to over 700 customers in 
more than 75 countries. 

In 2023 Nirma acquired 75% stake in GLS from Glenmark Pharmaceuticals Limited.  
Investment Rationale 

• Seasoned API player, significant presence in chronic therapies: 
With 20+ years of experience in catering to leading global generic players, 
GLS has established good relationship especially in the areas of CVS 
(Sartans in particular), CNS, Pain management and Anti-diabetics. CVS and 
CNS together account for ~60% of the API portfolio. The company is also 
developing niche, oncology focused high potency APIs. Overall, it has filed 
over 520 drug master filings/certificates of suitability/dossiers across various 
markets, mainly in the US, Europe, Brazil, Canada, Japan, Russia and others. 

• Change of ownership could expedite capex: Although structurally and 
strategically the business remains same, we believe the change of 
ownership is likely provide more autonomy in terms of growth capex. The 
company needs to augment capacities as the average capacity utilisation 
has reached to ~85% at most of the facilities. The company is looking for 
brownfield expansion at Ankleshwar and Dahej as well as greenfield 
expansion at a new site at Solapur. 

• CDMO business shaping up well: CDMO business remains marginal 
(and at times volatile). But the management is determined to accelerate the 
tempo with consistent deal wins and execution. At present GLS has around 
3 CDMO Projects on hand whereas company targets to double its CDMO 
business by 2027 via leveraging its existing partnerships and adding new 
projects. Strategically, being a standalone API player (no more intragroup 
formulation connection) augurs well to ramp up the CDMO business. 

Rating and Target Price 

• We have assigned BUY rating on GLS, on the back of proven execution 
capabilities, strong financials and long-term expansion plans in APIs and 
CDMO. We believe the change of ownership could be beneficial especially 
on the expansion front. 
 

• We have assigned a target price of ₹ 1,040 to GLS based on FY26E EPS of ₹ 
49.5.  
 

 

Source: Company, ICICI Direct Research 
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 Key risks Key Financial & Valuation Summary  

• Regulatory concerns (3 USFDA 
approved facilities) 

• Volatility in CDMO Business  

Research Analyst Key Financial & Valuation Summary  
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Conviction Pick | Glenmark Life Sciences 

Company Background 

Glenmark Pharmaceuticals Limited, the erstwhile parent of GLS, forayed into API 
manufacturing business by setting up a manufacturing facility in Kurkumbh, 
Maharashtra in 2001-02. In 2019, the API manufacturing business of Glenmark was 
sold and spun off into this Company as part of a broader reorganization designed to 
place Glenmark Pharmaceuticals on an accelerated trajectory to attain its objectives 
in three different verticals, with this Company (Glenmark Life Sciences) focusing on the 
API business. Following the Spin-off, Glenmark Life Science operated as an 
independent, professionally-managed global API business.  

Acquisition of GLS by Nirma – unfolding new stories  

Nirma Limited on 12th march 2023 concluded the transaction for acquisition of 75% 
stake in Glenmark Life Sciences (GLS). Under the terms of the share purchase 
agreement, Nirma acquired 91.9 million equity shares at a price of ₹ 615 from 
Glenmark Pharmaceuticals, and hence making it the promoter of GLS.  

Nirma is a chemical focused B2C and B2B group and the owner of legendry Nirma 
detergents brand. It clocked a turnover of ₹ 11350 crore EBITDA of ~2000 crore in 
FY23. 

The transaction valued the company at approximately at ~₹ 7500 crore (3.5x FY23 
Revenues and 11.7x FY23 EBITDA). 

GLS now is a leading developer and manufacturer of APIs (~93% of FY23 revenue) in 
chronic therapeutic providing CDMO services (~7% of FY23 revenue) to areas such as 
cardiovascular disease, central nervous system disease, pain management and 
diabetes. The company is also increasingly a range of multinational and specialty 
pharmaceutical companies. – 

Exhibit 1: Segmental revenue mix 
 

 
Source: Company, ICICI Direct Research 

It has a diversified portfolio of around 150 molecules & supplies its products to 
customers in India, Europe, North America, Latin America, Japan and the rest of the 
world (ROW). The company’s 4 manufacturing facilities are located in Ankleshwar, 
Dahej, Mohol and Kurkumbh with a total installed capacity of 1198 KL, which are 
regularly inspected by global regulators such as USFDA, PMDA (Japan) and EDQM 
(Europe). 

GLS is further expanding its manufacturing capacity by setting up fresh plant in 
Solapur with target capacity of 800 KT which will be calibrated as per volume demand. 

Q4FY24 Concall Key Takeaways 

- Company would continue the current 
business direction along with 
searching for new initiatives to drive 
growth as increased growth capital 
would be available under new 
management. 

 - Business with Glenmark Pharma 
would be secured by Master Supply 
agreement with Glenmark Pharma for 
next 5 years. 

- Company will be pushing harder on 
CDMO Business by opening new 
channels, Adopting Technology which 
can open High Value Portfolio. 

- Management expects external 
situations hindering business like 
geopolitical challenges and supply 
chain disruption should improve by 
H2FY25. 

- The slowdown in External business 
for Q4FY24 was on account of red sea 
crisis along with weak performance of 
Japan due to inventory destocking.
Revenues were also got impacted due 
to alignment to Nirma accounting 
policy. Overall impact of these two 
issues was ~Rs 45 core 

 

 

 

 

 

 

 

 

 

In FY24, CDMO was around 7% of total 
business. Management has guided 
significant traction in CDMO business in 
coming years. 
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Exhibit 2: Manufacturing and R&D facilities  

  
Source: Company, ICICI Direct Research 

Exhibit 3: Reactor capacity plans (KL) 

  
Source: Company, ICICI Direct Research 

Presently, GLS had filed 520 drug master files (DMFs) and certificates of suitability to 
the monographs of the European Pharmacopoeia (CEPs). The company’s R&D spent 
was 3.3% of FY24 revenues and it regularly works on developing 8 to 10 molecules 
each year. As of FY23, GLS has employed 312 personnel at R&D laboratories, which 
constituted ~17% of their total permanent employee strength and co-owned 77 
granted patents. 

Exhibit 4: DMFs and CEP filing status 

 
Source: Company, ICICI Direct Research 

 



  

ICICI Securities | Retail Research  4 

  ICICI Direct Research 

 

Conviction Pick | Glenmark Life Sciences 

Exhibit 5: Cumulative filing status 

 
Source: Company, ICICI Direct Research 

The API product portfolio spans across therapeutic areas including CVS, CNS, pain 
management, diabetes and others which are sold in both regulated markets and 
emerging markets. 

 

Exhibit 6: Therapy Area Mix  

 
Source: Company Q4FY24 Investors Presentation, ICICI Direct Research 

Exhibit 7: Market Mix  

 
Source: Company Q4FY24 Investors Presentation, ICICI Direct Research 

 

CDMO Business -  

GLS offers customised support to global Pharma Innovators from making regulatory 
filings, providing research and technological support to manufacturing specialty APIs. 
The work encompasses through a blend of product customisation and regulatory 
strategy to allow market access. 

The specialty business offers higher business stability (with improved margins) due to 
the complex nature of the products thereby leading to high customer stickiness for 
GLS. 

At present GLS has around 3 CDMO Project in hand whereas company targets to 
double its CDMO business by 2027 via leveraging its existing partnerships and adding 
new projects. 
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Investment Rationale 

Strong API pedigree; focused presence in important therapeutic categories  

GLS over the years has established good relationship with top 20 global generic 
players. This has helped the company to establish significant critical mass especially 
in the areas of CVS (Sartans in particular), CNS, Pain management and Anti-diabetics. 
CVS and CNS together account for ~60% of the API portfolio. Almost 65% of the API 
sales are from regulated markets. 

The company has maintained dominant market share in some widely used APIs such 
as Perindopril, Telmisartan, Olmesartan (all CVS), Atovaquone (anti-parasitic), 
Teneligliptin (anti-diabetes), Zonisamide (CNS) and Adapalene (dermatology) among 
others. 

The company is now focusing on developing niche, oncology focused high potency 
APIs which enjoy better growth and margins profile. 

GLS’s portfolio currently consists of ~150 APIs including 17 High Potency APIs. More 
than ~30 APIs are in the pipeline including 4 High Potency APIs in advanced stages of 
development. 

The present addressable market for API portfolio of GLS is estimated to be more 
around $170B including 17 High Potency APIs with total addressable market of 
around $37B. 

Exhibit 8: Global Active Pharmaceutical Ingredients Market by Application 2020-
2026 (US$ billion) 

 
Source: Company FY23 Annual Report, ICICI Direct Research 

Our growth estimates beck in the steady expansion of API portfolio, the current 
development pipeline and the global API industry growth rate for some key therapies 
which are expected to deliver steady growth between 5-7% going forward. 

We expect generic APIs to grow at a CAGR of 12% during FY24-26E to be driven by 
external API sales which are expected to grow at a CAGR of 14% during the same 
period. Sales to Glenmark are expected to grow at a CAGR of ~8%. 

Exhibit 9: Generic API business growth on the back of higher external sales traction 

 
Source: Company, ICICI Direct Research 
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Capacity expansion plans likely to be on fast track under new ownership  

The company needs to augment capacities as the average capacity utilisation has 
reached to ~85% at most of the facilities. Capacity expansion was in slow lane with 
an overall spend of just ₹ 420 crore during FY20-23 despite operating cash flow 
generation of ₹ 1500 crore.  

However, under the Nirma ownership, the management is expected to assume much 
needed autonomy. That is already visible with the capex guidance of ₹ 340-350 crore 
for FY25E.  

The company is planning to expand its reactor capacity from 1198 KL at present to 
2405KL in FY26E. 

The company is looking for brownfield expansion at Ankleshwar and Dahej as well as 
greenfield expansion at a new site at Solapur. 

Exhibit 10: Capex trend FY20-26E 

 
Source: Company, ICICI Direct Research 

CDMO business- shaping well; “hard push” expected under the new regime  

Like other successful blended models (API + CRAMs / CDMO) the company is planning 
to add more bandwidth in the CDMO space which is stickier and more remunerative 
than the plain vanilla API model. 

GLS has started working with innovator pharmaceutical companies in the area of 
CDMO over the last 5-6 years by leveraging on its capabilities in process chemistry 
research.  By further developing its manufacturing and analytical research capabilities, 
the company is looking to tap Pharma innovators in a gradual manner. 

Post Covid the global CDMO landscape has become more challenging with newly 
drawn assignments taking time to materialise due to paucity of funds and tighter 
execution schedules. However, the long-term story remains intact.  

The CDMO global space remains highly fragmented with top ten players own less than 
30% of the market, with the biggest player owning just 2-4% of the total market share. 
M&As are hotting up in the space. Global innovators are trying to balance the contacts 
with a fewer number of big and smaller suppliers in order to reduce costs and save 
time. This bodes well for smaller CDMOs to strengthen their competitiveness by 
extending their range of services offered or entering the market for another dosage 
form.  

For GLS, CDMO segment currently accounts for around 7-8% of the sales. It is currently 
catering to three customers. Another two deal wins are expected in H2FY25. 

Aspirational target as per management is ₹ 600 crore over the next 4-5 Years.   

As per management’s own assertion, the CDMO segment is expected to get much 
needed focus under the new ownership with autonomy for seeking new channels, 
adopting technology for Portfolio expansion.  

Similarly, having a standalone status of API/ CDMO player without any intra-group 
formulations connection can also be an important consideration for some of the 
incremental client wins. 
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Incremental CDMO contribution is expected to improve margins profile as typically 
CDMO contracts fetch better margins.  We expect CDMO to grow at a CAGR of ~29% 
during FY24-26E on the back of incremental deal wins and execution. 

Exhibit 11: CDMO segment is expected to generate strong momentum post FY24 

 
Source: Company, ICICI Direct Research 

Key Financial Summary 

Revenues likely to be more stable with external sales, CDMO to be the main 
drivers 

Revenues grew at a CAGR of 12% during FY20-23, primarily driven by external API 
business which grew ~20% during the same period. Besides new launches the external 
business also had some Covid benefit. Sales to GPL grew just 3% tracking weak US 
generics. CDMO also had a negative growth in synch with the volatility in the global 
generics space during that period. We expect much more stability in future earnings 
on the back of incremental product launches driving external sales, relatively steady 
Glenmark business and good momentum in CDMO space. Our ~12% CAGR revenue 
growth projection during FY24-26E bakes in 1) External sales CAGR of ~14%, 2) CDMO 
CAGR of ~29%, 3) Glenmark Pharma CAGR of ~8%, and 4) lower operating income 
due to waning PLI benefits (available for Glenmark Pharma). 

Exhibit 12: Revenues to grow at ~12% CAGR in FY24-26E 

 
Source: Company, ICICI Direct Research 

EBITDA growth to be driven by better product mix, firm GPMs 

GLS enjoys one of the best margin profiles in among peers. Focus chronic therapies, 
higher sales to regulated markets are some of the key determinants among others. The 
margin profile has always remained strong as the focus remained on value game and 
not on volumes game. The EBITDA margins historically have remained in the 28-32% 
range during earlier years.    

Going ahead, we expect EBITDA in absolute terms to grow at a CAGR of ~15% during 
FY24-26E to be driven by CDMO traction, niche launches including some high potency 
APIs and benefits stemming from investments in backward integration. The gross 
profit margins (GPMs) are also expected to remain firm even after considering ~100-
150 bps tapering off effect due to waning PLI benefits. 
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Exhibit 13: EBITDA to grow at 15% CAGR in FY24-26E 

 
Source: Company, ICICI Direct Research 

Return Ratios to come off slightly as the company accelerates capex 

The company’s capex spend was way below optimum level despite having capabilities 
to expand. This is going to change as we expect close to ₹ 600 crore of capex spend 
during FY24-26E and significant part of the same would-be growth capex. This in turn 
is likely to put some pressure on the return ratios. Even then the ratios remain healthy 
and one of the best in the industry. We expect ROCE to come down to 26.2% from 
28.6% in FY23. 

Exhibit 14: ROCE & ROE trend- Capex effect to kick in  

 
Source: Company, ICICI Direct Research 

 

Exhibit 15: Net Profit Margins to remain stable  

 
Source: Company, ICICI Direct Research 
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Valuation 

• We believe GLS offers good risk-return profile and is trading at a significant 
discount to the industry peers despite possessing good pedigree in the API 
space. We believe the focus on remunerative segments and autonomy in 
capex decisions under the new ownership could be the main drivers for 
healthy FCF generation. We expect Rs 333 crore of FCF generation by FY26E.   
 

• We value GLS at 21x FY26E EPS of ₹ 49.5 and arrive at a target price of ₹ 
1040. 

Key Risk and Concerns 

Regulatory Risk: Although the hitherto track record in terms of USFDA inspection is 
unblemished, any adverse outcome in any of the facilities could lead to cascading 
negative implications. 

Supply chain disruptions: Periodic uncertainty over the supply chain from China and 
other geographies due to geopolitical tensions may lead to volatility in earnings as the 
effect could be both on sales as well as raw material supplies.  Q4FY24 weak earnings 
is a testimony to this risk. 

Volatility in CDMO business: The company is relatively new in the dynamic and 
volatile global CDMO space. Current bandwidth is around ₹ 150 crore with three 
contracts in hand. Although the management is optimistic about two more contract 
wins, we have seen contacts getting postponed or even get terminated depending 
upon the client’s requirement and urgency. Although the funding scenario in the world 
and especially in the US is crawling back to normal, loss of contract is not an 
uncommon phenomenon. 
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Financial Summary 

Exhibit 16: Profit and loss statement                                ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 17: Cash flow statement                                       ₹ crore 

 
Source: Company, ICICI Direct Research 

 

Exhibit 18: Balance Sheet                                                    ₹ crore 

 

Source: Company, ICICI Direct Research 

 

Exhibit 19: Balance Sheet                                                    ₹ crore 

 

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% 
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