Supriya Lifescience Ltd — Nov 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Beat One-line: Structural margin sustainment at ~39% for the second consecutive quarter, coupled with
the imminent doubling of capacity, shifts the narrative from "recovering generic player" to "high-margin regulated

market specialist."

Dimension

Sentiment

Beat/Miss vs Guidance /
Prior Quarter

Earnings Quality

Guidance Confidence

Management Credibility

Business Quality Signal

Key Q&A Exchange
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Trajectory

Pricing Power

FCF Conversion & Quality

Competitive Moat Signals

Balance Sheet Strength

Working Capital Efficiency

Mgmt Guidance Track
Record

Key Vulnerability / Red
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Management Tone

This Quarter

Strong Beat

High (Core driven)

Strong

Strong

Improving
Q#9 + CDMO
Timing

Margin
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Harvesting

Improving
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Strong

Widening

Strong

Improving

Reliable

Product
Concentration

Confident

Signal | Evidence

EBITDA margins of 39% significantly outperform the historical

0
28-30% guidance.
CFO-to-PAT ratio at ~1.0x for H1; margin expansion driven by 0
backward integration and mix.
Reiteration of 20%+ growth and 1,000 Cr FY27 target with 0
conservative base-case framing.
Module E validation completed on schedule; Brazil registration 0
strategy yielding 19% revenue share.
74% of revenue now comes from backward-integrated 0
products, insulating margins from RM volatility.
Management confirmed DSM revenue starts in Q3; full effect 0
in 2 years.
Analysts feared a drop from 39% EBITDA; Mgmt raised the 0
floor to 32-34% annualized.
Module E (400+ KL) starting Q3 commercial production; 0
Ambernath under validation.
EBITDA margins doubled YoY (39% vs 23%) on improved 0
geographic realizations.
Ability to maintain high prices in regulated markets despite 0
China competition due to USFDA/GMP status.
H1 OCF at [92.16 Cr vs PAT of [91.1 Cr. 0
ANVISA (Brazil) audit cleared with zero observations; 10 APIs 0
granted CADIFA.
Net Cash; D/E ratio at 0.01x; utilizing only non-fund based 0

limits.

Inventory rationalization continues; H1 changes in WC minimal
relative to growth.

Consistent delivery on "Regulated Market First" strategy over
last 4 quarters.

Management continues to decline specific revenue breakdown
of top 3/10 products.

Aggressive stance on "hitting China" via GMP quality and end-
to-end chemistry.

Key Takeaways: Positives: * Structural Margin Shift: The 39% EBITDA margin is no longer a "one-quarter
wonder." It is driven by a deliberate shift to regulated markets (Europe/LATAM) and 74% backward integration,



providing a significant buffer against price erosion. * Geographic Momentum: LATAM revenue share surged
from 13% to 19% YoY, following successful ANVISA registrations. This proves the "regulatory arbitrage” strategy
against non-GMP Chinese players is working. * Capacity Catalyst: The doubling of capacity to 1,020 KL by Q3
FY25 provides the physical runway for the 1,000 Cr revenue target by FY27. * CDMO Pipeline: The DSM
project and three other advanced intermediate opportunities are moving from "talk" to "revenue," with Q3 FY25
identified as the start point for DSM's feed/food volumes.

Negatives: * Operating Cost Creep: Employee and R&D costs are rising (up ~[2 Cr/quarter) as the company
pre-builds for new facilities (Ambernath/Module E). * Transparency Gap: Management remains evasive on
specific product-level revenue shares, making it difficult to assess the terminal value of the core "mature"
portfolio.

Forward-looking Watchpoint: * The speed of utilization for Module E and the commercialization of the
Ambernath formulation facility in Q4 FY25 will determine if the company can maintain the 39% margin level or if
it drifts toward the guided 32-34% as newer "semi-regulated" products launch.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

. Current
Metric Mgmt Commentary
(0) 13
Revenue (O Growth driven by regulated market penetration and
166.0 1 19.0% 13.1% 1
Cr) LATAM growth.
Total Rev H1 )
oy 327.0 1 20.2% N/A 1 On track for 20% FY25 growth guidance.
Gross Margin 74% of Q2 revenue from backward integrated products;
71.5% 1 960 bps t 150 bps 1 . . . L
(%) mix shift to high-realization mkts.
Doubled YoY on high operating leverage and realization
EBITDA (OCr) 64.7 1 104.1% t 3.5% 1 .
gains.
EBITDA Sustained high margins; guided 32-34% floor for
. 39.0% 1 1600 bps 1 20 bps 1 . .
Margin % annualized basis.
Net margin at 28% supported by low debt and tax
PAT (OCr) 46.1 192.1% 1 2.4% 1 -
efficiency.
EPS (D 5.73 1 92.3% 1 2.5% 1 Flow through of operational beat.
R&D Spend (0  Not N/A N/A Focused on pipeline of 32+ APIs and new therapeutic
Cr) Stated - segments.
Focus remains on international regulated markets (86+
Exports (%) 83.0% 1 200 bps 1 100 bps - )
countries).
Net Debt / (Net Debt-to-Equity at 0.01x; Cash/Equiv at [84.3 Cr (Sep 24)
(Cash) Cash) - - - auity &t 8.5 g ' P e
*Based on Q1 trend; management confirms inventory
Inventory Days  167* 1 25.1% - 1

rationalization ongoing.

2B. SEGMENT BREAKDOWN (Geographic)



Revenue (O

X
Segment Key Development
g cr)* o Yy p

Share grew from 13% YoY; 9 products

LATAM 315 Strong 1 19% 1 Above ) )
registered with ANVISA.
Regulated Includes North America, Europe, Japan; higher
~88.0 1 53% 1 Above L )
Markets realization profiles.
. Strategic focus remains on high-margin
India ~28.2 - 17% - Below
exports.
o Initial DSM revenue expected in Q3FY25; 10-
CDMO/CMO Minimal N/A <5% 1 N/A

year contract.

*Estimated based on total revenue and % mix provided in presentation/concall.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

. . Management Required Run-Rate /| Mathematical Historical
Dimension Category . A .
Target / Claim Feasibility Delivery
) 20% Growth for Needs [B57 Cr in H2 ((178.5 Cr/qtr).
Guidance Revenue L . . Met Low
FY25 Historical H2 is heavy; feasible.
. . 32% - 34% H1 is already at 39%; H2 would need to
Guidance Margins . . . Beat Low
(Annualized) drop to <30% to miss. Very feasible.
) Revenue Needs ~20% CAGR from FY25-27.
Guidance 1,000 Cr by FY27 . ] New Target Low
Target Supported by doubling capacity.
) Volume/ 1,020 KL by Q3 From ~597 KL. Module E validation done;
Guidance ) i ) On Track Low
Capacity FY25 commercial start in Q3.
. 20% of Revenue in Needs ~[200 Cr/year CDMO revenue by
Strategy CDMO Mix In Progress Moderate
3yrs FY27.
. . "Hit China" Focus on chemistries (e.g., Cyanide) .
Strategy China Pivot . . ) Improving Moderate
Philosophy where China dominates but lacks GMP.
Ambernath lab Q3 Under construction; to support next phase
Capex New Labs ) On Track Low
FY25 of expansion.
Working Rationalize DIO reduced from 223 (FY24) toward 150 .
Balance Delivered Low

Capital Inventory target.



4. ANALYST Q&A



Relevance

4.0

3/5

4.5

4.0

Analyst /

irm

Aditya Pal /
MSA Capital

Aditya Pal /
MSA Capital

Pritesh
Chheda /
Lucky Invest

Pritesh
Chheda /
Lucky Invest

Theme
Cluster

Margins

New
Products

Capacity

OpEx

Category

Financials

Strategy

Capex

Financials

Underlying
Concern

"Wanted to
understand
from you, is
that the
reason
[backward
integration]
that our
gross margin
improved
significantly?"

"What was
the
feedback... at
CPHI Milan...
any new
takeaways?"

"If you could
tell us the
capacity
utilization pre
and post this
expansion?"

"Whether the
cost of the
expanded
capacity... is
it a part of
P&L?"

Management
Response &
Investment
Implication

Management
confirmed that in-
house
manufacturing of
advanced
intermediates
(8-9 steps) is the
primary driver for
sustained cost
control. This
validates the
margin
structurality as a
result of business
model design
rather than
cyclical price
spikes.

Management
reported strong
traction for
anesthetic/anti-
diabetic portfolios
and the new
Ambernath
contract
manufacturing
site. This
suggests a filling
pipeline for the
newly added
capacity in H2.

Current capacity
(550 KL) is at
~76% utilization;
the new 400+ KL
Module E will
take 1.5-2 years
to reach peak
utilization (FY27).
This defines the
revenue growth
ceiling and the
investment

harvesting period.

Management
expects ~[2 Cr
additional OpEx
per quarter for
personnel and
power for Module

Evaded /
Not Credibility
Addressed

Verdict

Specific
None 5.0 and
quantifie

Directior
None 3.0 with
evidenct

Specific
timeline
given

None 4.0

Specific
None 4.0 and
guantifie



Q# Relevance

Theme
Firm Cluster

Analyst /

Category

Underlying
Concern

Management
Response &
Investment
Implication

Evaded /
Not Credibility Verdict
Addressed

5 4.5
6 4.0
7 3.0
8 315

Pritesh
Chheda / Guidance Outlook
Lucky Invest
Nirali Shah / Business
Ashika Stock  Geography )

. Overview
Broking
Nirali Shah /
Ashika Stock  Innovation Strategy
Broking

Capacity Capex

"What about
margins [in
H2]... you
guys have
given a
guidance of
30% only?"

"Any update
on that
registration
status
[Brazil]?"

"Has any
progress on
the clinical
trial [Cancer
detection
kit]?"

E, partially offset
by solar savings.
This indicates
limited margin
dilution from the
new capacity
overheads.

Management
noted that
absolute EBITDA/
PAT values will
be the "best so
far" this year,
despite potential
product/
geographic mix
volatility. This
effectively signals
that the 30%
guidance is a
conservative

Directior
None 4.0 with
evidenct

floor.

9 products
registered,
ANVISA audit
cleared with zero
observations;
revenue share
jumped from 9% o Specific
to 19%. This Quantltat.lve 4.0 and
) . market size -
confirms Brazil as verifiabl
the most
successful
execution of the
company's
"Regulatory
Alpha" strategy.

International
patents are being
filed (Korea,
Thailand, etc.);
clinical trials and
commercialization
are 2-3 years
away. This
remains a long-
term "moonshot"
with no current
impact on
valuation.

Specific
timeline
given

None 3.0

None 5.0



10

11

Analyst /

Relevance i
irm

Aditya Pal /
MSA Capital

Richa /

4.0 .
Equitymaster

Prateek

4.0
Kothari

Prateek

35
Kothari

Theme

Cluster

CDMO

Moat

Competition

Category

Strategy

Business
Overview

Strategy

Underlying
Concern

"l am not
able to
reconcile
[capacity
numbers]."

"What kind of
visibility do
we have...
from this
CDMO-CMO
phase?"

"How
backward
integrated
are we and
where do we
start?"

"How hard is
it for
[Chinese
players] to
get this GMP
compliance?"

Management
Response &
Investment
Implication

Management
clarified: current
540 KL (A-D
blocks) + 400+
KL (Module E) +
70 KL
(Ambernath) =
~1,020 KL. This
clears the
confusion over
the physical
runway for the
[1,000 Cr target.

DSM project
revenue starts
contributing in
Q3; CDMO is
targeted to reach
20% of total
revenue within 3
years. This
provides a clear
timeline for
segment
diversification
away from pure-
play APIs.

Company starts
from basic
chemicals (N-8/
N-9 steps),
avoiding
dependence on
N-1 intermediates
from China. This
is the structural
reason for the
~70% gross
margins versus
the industry's
40-50%.

Management
claims Chinese
plants will not
achieve GMP for
"another 10
years" due to
historical lack of
focus. This
indicates a long-
duration window

Evaded /
Not Credibility
Addressed

None 4.0
None 5.0
None 2.0

Verdict

Clear ar
quantifie

Specific
timeline
given

Specific
and
quantifie

Hedged
Aggress



12

13

14

15

Theme
Cluster

Analyst /

Relevance i
Firm

Aashish
4.0 Upganlawar /
InvesQ

Margins

Aashish
4.0 Upganlawar /
InvesQ

Strategy

Aashish
4.5 Upganlawar /
InvesQ

Guidance

Shubham
3.0 Harne /
Purnartha

Geography

Category

Financials

Business
Overview

Outlook

Financials

Underlying
Concern

"Is there any
threat to
these
margins
again being
volatile...
inventory
situation?"

"Is there
competition
for that same
pie or we
have a very
good right to
win?"

"Is [[1,000
Cr] really the
picture... or is
it a very
conservative
estimate?"

"Margin
profile in
LATAM
market
versus
European
market?"

Management
Response &
Investment
Implication

for Supriya to
capture market
share in
regulated
geographies.

Annualized
EBITDA margins
expected at
32-34%; quarter-
to-quarter
volatility will
remain a function
of geographic
mix. This
manages market
expectations for
the current 39%
"peak" margins.

Buyers are
"forced" to buy
from China due to
lack of
alternatives; a
USFDA/GMP
manufacturer
provides a secure
exit for MNCs.
This reinforces
the "China+1"
tailwind.

Management
admitted (11,000
Cris the "base
case" with
significant upside
from Ambernath
utilization and
new therapeutic
segments. This
implies potential
for a "beat and
raise" scenario by
FY26.

Management
declined to give
region-specific
margins but
confirmed LATAM
is treated as
"regulated" (high
margin). This

Evaded /
Not Credibility
Addressed

Verdict

Directior
None 4.0 with
evidenct
Vague b
None 3.0 .
consiste
None 3.0 Directior
Region-
specific 20 Evasive
margin ' specifics
numbers



Theme
Firm Cluster

Analyst /

Relevance

Category

Underlying
Concern

Management
Response &
Investment
Implication

validates the
focus on Brazil.

Last audit FY20;
desktop audits
(EDQM/Health
Canada) cleared

Evaded /

\\[o] ¢

Addressed

Credibility

"What is the recently; NMPA
Shubham ] )
status of (China) audit
16 35 Harne / Regulatory Governance ] None 4.0
USFDA expected in
Purnartha .
audit?" December. Low
near-term risk of
USFDA
inspection
disruption.
Projectisin 3
phases; food/feed
launched now;
"DSM
roject... we Pharma
proj (regulated)
are being i
Tushar ) volumes will take
conservative
17 45 Bohra / MK CDMO Strategy on the 2 years for None 4.0
Ventures . registration. The
maximum
[60 Cr peak
annual idance appears
ui
potential?" g . PP
conservative
once pharma
volumes kick in.
FSSAI license
received last
"Whey
; week; revenue to
protein I
Tushar . . start contributing
Business opportunity... ) )
18 4.0 Bohra / MK CDMO . in H2. This adds None 4.0
Overview start
Ventures L a new
contributing )
"nutraceutical”

in H2?"

revenue stream
starting Q3.

PATTERN FLAGS & SENTIMENT * Margin Sustainability: Analysts are fixated on whether the 39% EBITDA
margin is sustainable. Management was cautious, constantly steering the narrative back to a "32-34%
annualized" range, suggesting they expect some dilution from new, non-regulated product launches in H2. *
China Competition: Management’s posture is highly aggressive toward Chinese competitors, framing
themselves as the only viable GMP/USFDA alternative for high-volume chemistries. This confidence appears to
have satisfied analysts looking for a "moat." * CDMO Timing: The "DSM" question has evolved from "if" to
"when." Management's detailed 3-phase rollout explanation (Feed -> Food -> Pharma) provided the granularity
needed for analysts to model the FY26-27 ramp-up.

Analyst Sentiment Verdict: Analysts were generally impressed by the margin sustainment and the clarity on
the capacity expansion timeline. Skepticism remains around why management won't provide product-level data,
which prevents deep-dive analysis of concentration risk. However, the credibility of the Managing Director

Verdict

Specific
and
verifiable

Specific
timeline
given

Specific
and
verifiable



(Saloni Wagh) has improved as she provided specific timelines for DSM, Ambernath, and Brazil registrations that
match prior quarter promises.

GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Opening / Prior Q) | What Q&A Revealed
| Gap / Walk-back | Risk to Thesis | | :--- | :---| :--- | :--- | :--- | | EBITDA Margins | Guided 28-30% in FY24. |
Guided 32-34% annualized. | Upward Revision: The sustainable floor has been raised by 400 bps. | Positive:
Structurally better profitability. | | CDMO Target | CDMO as a general goal. | 20% of total revenue target. |
Quantification: First time a clear percentage target was linked to a 3-year timeline. | Low: Provides a
benchmark for tracking. | | (1,000 Cr Target | Strategic long-term goal. | Confirmed as "Base Case." | Upside
Signal: Suggests internal targets may be higher ([1,200 Cr+). | Positive: Growth potential. |

5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q1 FY25) This Quarter (Q2 FY25) Direction
LATAM Revenue Share 13% 19% t Improving
Backward Integration 69% of revenue 74% of revenue t Improving
DSM Project Status Under registration FSSAI license received; Q3 launch t Improving
Capacity Status Module E under validation Module E completed validation t Improving
EBITDA Margin Guidance 28-30% (Old range) 32-34% (New annualized floor) t Improving
Nutraceutical Segment Concept stage FSSAI license received for Whey Protein t Improving
Operating Expenses Normal levels Increased ~[2 Cr for new plant personnel | Deteriorating

Investor Note: The thesis is strengthening. The company is successfully executing a high-margin "niche API"
strategy while simultaneously building a CDMO vertical. The CFO-to-PAT ratio of ~1.0 indicates that the record
profits are being backed by hard cash, and the doubling of capacity provides a clear path to the [1,000 Cr
revenue target. The only remaining "black box" is product-level concentration, but the diversification into 32+
APIs and new therapeutic segments (Anesthetics/Anti-diabetics) is addressing this structurally.**
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