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About the company 

Incorporated in 2006, Medplus Health Services is India's second-largest pharmacy 

retailer in terms of the number of stores and revenue. The company offers pharmaceutical 

and wellness products i.e. medicines, vitamins, medical devices, test kits, and fast-moving 

consumer goods i.e. home and personal care products, baby care products, sanitizers, 

soaps, and detergents, etc. It is also the first pharmacy retailer in India to offer an 

omnichannel platform wherein customers can purchase products through stores, place 

orders over the telephone, online orders, and a Click and Pick facility. As of June 31, 2021, 

the company has a strong pharmacy retail network of 2,165 stores across Tamil Nadu, 

Andhra Pradesh, Telangana, Karnataka, Odisha, West Bengal, and Maharashtra. In fiscal 

2021, its share of the organized pharmacy retail based on revenue from operations in 

Chennai, Bangalore, Hyderabad, and Kolkata reported at 30%, 29%, 30%, and 22% 

respectively. It follows a cluster-based approach for store network expansion wherein it first 

opens high store density in a populated residential area within a target market. The 

company's warehouses are located in Bengaluru, Chennai, Hyderabad, Vijaywada, 

Kolkata, Pune, Bhubaneshwar, Mumbai, and Nagpur.

Strength

India’s Second Largest Pharmacy retailer: The company is the second largest 

pharmacy retailer in India, in terms of (i) revenue from operations for the financial year 

2021, and (ii) number of stores as of March 31, 2021. For the financial year 2021, its total 

revenue from operations represented approximately 15% share of the organized 

pharmacy retail market in India. The company operates 2,326 stores distributed across 

Tamil Nadu, Andhra Pradesh, Telangana, Karnataka, Odisha, West Bengal and 

Maharashtra as of September 30, 2021. In addition to being the second largest pharmacy 

retailer, the company focuses on growing and achieving market leadership in the key cities 

where the company operates. For the financial year 2021, its share of the organized 

pharmacy retail market based on revenue from operations in Chennai, Bangalore, 

Hyderabad and Kolkata stood at 30%, 29%, 30% and 22% respectively. In terms of number 

of stores as of March 31, 2021, the company ranked 1st in Chennai and Bangalore, and 2nd 

in Hyderabad and Kolkata, according to the Technopak report. The company expects that 

its (i) well-established brand, (ii) genuine and good quality pharmaceutical products 

offering, (iii) wide product offering, (iv) ability to achieve high fulfillment rates, (v) offering of 

neighborhood convenience with large store footprint, and (vi) ability to offer competitive 

pricing to its customers, will continue to drive its gains in market share.

Established Brand and Value Proposition to Customer: Its “MedPlus” brand has a 

history and track record of over 15 years, and the company believes that it has positioned to 

stand for genuine and good quality pharmaceutical products that are offered at affordable 

prices. Besides, the company believes that it offers a strong value proposition to a wide 

range of customers, including Value Pricing, Convenience and Fulfillment, 2-hits delivery 

capability. Its stores present a consistent and uniform customer experience of offering 

genuine and good quality pharmaceutical products and fast-moving consumer goods at 

affordable prices. Its stores are operated by trained staffs, who are aided by its real time 

data customer analysis and data, that the company believes results in high levels of 

customer engagement.
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Issue Highlights

Industry Pharmacy

Offer for sale (Shares) 10,028,894

Fresh Issue (Shares) 7,537,688

Employee Reservation 62,814

Net Offer to the Public 17,566,583

Issue Size (Rs. Cr.) 1370-1399

Price Band (Rs.) 780-796

Employee Discount 78

Offer Date  13-Dec-21

Close Date 15-Dec-21

Face Value  2

Lot Size 18

Issue Composition

Total Issue for Sale     17,566,583 

QIB     8,783,291 

NIB   2,634,987 

Retail     6,148,304 

In shares

Shareholding Pattern (%)

*calculated on the upper price band

Particulars Pre-issue Post -issue

Promoters & promoters group 43.16% 40.43%

QIB 56.46% 51.85%

NIB 0.38% 2.57%

Retail 0.00% 5.15%

Total 100.00% 100.00%

Objects of the Issue

Funding working capital requirement of subsidiary, Optival; 

and

General corpoarte purposes.
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Successful Track Record of Expansion Using a Distinct Cluster-based and Replicable Store 

Unit Expansion Approach: The company has grown from operating its initial 48 stores in 

Hyderabad at the conception of its business in 2006 to operating India’s second largest pharmacy 

retail network of over 2,000 stores, distributed across Tamil Nadu, Andhra Pradesh, Telangana, 

Karnataka, Odisha, West Bengal and Maharashtra, as of March 31, 2021. The company employs a 

data-analytics driven cluster-based approach to its store network expansion, whereby the company 

first achieve high store density in a densely-populated residential area within a target city before 

expanding its store network in the surrounding areas within that city, followed by expansion into other 

adjacent cities. The company focuses on extending and maintaining an efficient supply chain and 

distribution network to support the growth of established and new clusters. Its technology based 

monitoring of inventory gives it multiple advantages, including (i) maintaining optimum inventory 

levels at the store, (ii) visibility of stock that is close to expiring, and (ii) enabling it to strategically 

transfer slow moving inventory from one store to another store, where the same inventory is 

experiencing higher demand.

High Density Store Network Enhancing Omni-channel Proposition: Its customers have multiple 

options, including (i) purchasing products at one of its stores, or (ii) placing an order through a 

telephone call to receive delivery of their purchased products, or (iii) placing an order online to receive 

delivery of their purchased products, or (iv) “Click and Pick”, by placing an order online and picking up 

their purchased products from one of its stores. Its “Click and Pick” proposition allows its customers 

the ease of showing their prescription at a store, in cases where uploading the prescription online 

becomes a challenge. Its omni-channel proposition to its customers leverages its existing store 

networks and supply chain and distribution network to offer a differentiated offering to its customers. 

Its omni-channel proposition allows it to (i) deepen and extend its customer reach from, and expand 

the total addressable market for, each of its stores, (ii) further enhance “convenience” as one of its 

core customer value propositions, (iii) lower incremental cost of operations for online deliveries (as its 

stores act as branding sites and lower cost of online customer acquisition), and (iv) retain offline and 

online customers within its customer ecosystem.

Lean Cost Structure and Technology Driven Operations: The company believes that its (i) scale 

of operations, (ii) wholly-managed and operated supply chain and distribution infrastructure, (iii) 

strong and integrated technology backbone, and (iv) focus on maintaining cost efficient operations 

gives it an advantage over its competitors. Key attributes of its cost structure and technology driving 

its operations includes Cost efficient procurement. Efficient management and operation of 

infrastructure, Technology driven operations, and Large scale of operations leading to economies of 

scale.

Strategy

Strengthen Its Market Position by Increasing Store Penetration in Existing Clusters and 

Developing New Clusters: The company intends to capitalize on the shift from unorganized to 

organized retail of pharmaceutical products in India, taking advantage of the low base of organized 

pharmacy retail penetration and increasing penetration of mobile and internet usage in India, and 

strengthen its market position by (i) increasing its store penetration and customer reach in existing 

clusters and (ii) developing new clusters in other states and cities. The company intends to leverage 

its replicable store roll-out process and well-developed supply chain and distribution infrastructure to 

increase its market share in the states in which the company has established clusters, firstly in Tier 1 

cities, including Chennai, Bangalore, Hyderabad and Kolkata, and, subsequently in Tier 2 cities and 

beyond. The company also plans to replicate the success the company has had in its key cities, in 

cities that it has penetrated but have yet to become the leading pharmacy retailer, such as Mumbai 

and Nashik, as well as across Tier 2 cities and beyond in the existing seven states that the company is 

present. The company also intends to enter into one to two new states every year. To establish its 
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presence in new geographies, it intends to use its cluster based approach and replicable store roll-out 

process, as well as concurrently develop the required supply chain and distribution infrastructure, 

including establishing primary warehouses in these states to serve as distribution hubs, building 

fleets of delivery vehicles and hiring delivery personnel.

Further Develop Its Omni-channel Platform with a Hyperlocal Delivery Model: The company 

plans to further develop its omni-channel platform with the aim to increase online sales revenue 

contribution to its total revenue from operations. The company intends to leverage its growing store 

network and focus on deliveries through its growing number of larger format stores, as they tend to be 

better stocked and are more closely linked to its supply chain and distribution infrastructure. The 

company also aims to enhance its delivery infrastructure and to achieve a higher rate of online 

delivery purchases reaching its customers within two hours. The 2-hits delivery services were started 

in the financial year 2021, and recent pilots in July 2021 have showed promising results where 93% of 

online delivery purchases were delivered within two hours in select micro-markets of Hyderabad. The 

company expects to expand its ability to deliver online purchases within two hours of purchase in 

such as Mumbai by December 31, 2021. The company aims to leverage (i) its ability to offer 

competitive prices and high rates of online delivery purchases reaching its customers within two 

hours to increase customer stickiness and retention and (ii) its online sales channel as a strategic 

avenue to increase the scale of its business and at the same time optimize its profit margins.

Increase Its Share of Private Labels and Enhance Its Stock Keeping Unit (“SKU”) Mix: The 

company generally derives higher gross margins from sales of private label products and The 

company intend to increase the range of private label products the company offers to enable sales of 

private label products to grow steadily. The company believes that the company is well-positioned to 

purchase and stock more private label products, as the company is less constrained by minimum 

order quantity requirements imposed by suppliers due to the scale of the purchases the company is 

able to make. This would, in turn, allow it to offer its customers a wider range of private label products 

and, hence, potentially increase its customer wallet share and increase its gross margins. The 

company intends to (i) increase the penetration of its private label pharmaceutical products by 

introducing private label products for more therapeutic areas, in particular for sub-chronic and chronic 

ailments and (ii) introduce new private label products for fast moving consumer goods (“FMCG”), in 

particular, in the consumer categories of nutrition and The wellness. To increase its sales of private 

label products, the company also plans to (i) market and advertise its private label products as good 

quality products offered at competitive prices and (ii) conduct training of its sales staff and award them 

with financial incentives for identifying customer needs and cross-selling its private label products, 

and continue to support them with its technology framework that provides them with point-of-sale 

assistance and prompts.

Enhance Revenue and Increase Customer Wallet Share Through Continued Investment in 

Technology Infrastructure and Expansion into Adjacent Healthcare Vertical: The company 

intends to enhance its sales volumes and increase its customer wallet share though continued 

investment in its technology infrastructure, including investing in and enhancing its customer facing 

mobile application and customer facing features on its website. The company believes that this 

initiative would allow it to better analyze and manage customer interactions and related data and 

insights throughout the customer lifecycle, with the goal of understanding their requirements, 

creating a long-term relationship with customers, building customer retention and driving sales. The 

company expects that leveraging its technology infrastructure to gather and analyse customer data 

and insights would allow it to understand its customers’ consumption patterns and preferences, 

which would allow it to employ more targeted advertising and provide its customers with prompts for 

refills and/or relevant new product recommendations. The company also expects that this would 

provide it with additional monetization opportunities with pharmaceutical companies, as the company 

would be able to provide them with insights for analysis of their product performance and progression 
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at a therapy and molecule level. The company also anticipates that its extensive retail presence 

across the country coupled with its strong position in the organized pharmacy retail segment will 

enable it to expand into adjacent verticals in the healthcare industry, including diagnostics, pathology, 

and other healthcare service.

Continue to Increase Operating Efficiency and Enhance Supply Chain Management to Drive 

Profitability: The company intends to continue improving its supply chain and distribution 

infrastructure to increase its operating efficiency and to enhance its supply chain management. As 

one of its key initiatives to increase operating efficiency, the company plans to increase automation at 

its warehouses, for processes such as sorting, labelling and packaging, which the company expects 

that it would allow it to optimally utilise its workforce at its warehouses, increase efficiencies, scale its 

operations and reduce cost. The company also plans to increase the proportion of its product 

procurement conducted directly through pharmaceutical companies or their carry forward agents, as 

the company expects this would enable it to increase its gross margins. The company also aims to 

benefit from an enhanced operating leverage as large numbers of stores that were opened within the 

last few years and the new stores that the company is rolling-out as part of its cluster approach 

gradually mature.

Risk factors

Ø There have been instances of negative cash flows in the last three financial years.

Ø Changes in prescription drug pricing and commercial terms could adversely affect its operations.

Ø Its operations are subject to high working capital requirements, and have incurred substantial 

indebtedness.

Ø The company relies on third-party manufacturers for the supply of its products.

Peer comparison

As per HP, there are no listed companies in India that comparable in all aspects of business and 

services that it provides.

Valuation

Considering the P/E valuation, on the upper end of the price band of Rs.796 the stock is priced at pre 

issue P/E of 67.02x on an estimated annualised FY22 EPS of Rs.11.88. Post issue, the stock is priced 

at a P/E of 71.54x on its EPS of Rs.11.13. Looking at the P/B ratio at Rs.796, pre issue, book value of 

Rs. 71.67 of P/Bvx 11.11x. Post issue, book value of Rs.123 of P/Bvx 6.47x.

Considering the P/E valuation, on the upper end of the price band of Rs.780, the stock is priced at pre 

issue P/E of 65.68x on an estimated annualised FY22 EPS of Rs.11.88. Post issue, the stock is priced 

at a P/E of 70.10x on its EPS of Rs.11.13. Looking at the P/B ratio at Rs.780, pre issue, book value of 

Rs. 71.67 of P/Bvx 10.88x. Post issue, book value of Rs.123 of P/Bvx 6.34x.

Industry overview

Pharmacy retail comprises primarily of pharmaceutical products, which include OTC and prescription 

drugs. However, in addition to selling pharmaceutical products and related services, pharmacy retail 

stores also sell various FMCG products, wellness products, consumables and medical devices. As of 

financial year 2020, the pharmacy retail industry was estimated to be worth approximately ₹ 1,725 

billion, and expected to grow at a CAGR of approximately 10% in the next five years. The healthy 

growth witnessed by the Indian pharmacy retail sector over the past few years has primarily been due 

to an increasing consumer base and rising healthcare expenditure, the rising demand for OTC and 

prescription drugs, wellness products and private label products and the outbreak of the COVID-19 

pandemic.

Co_Name Total Income PAT EPS P/E  P/BV BV FV Price Mcap

Bata India 2086.71 23.60 2.10 0.00 14.21 130.59 5.00 1855.90 23853.43

Relaxo Footwear 2631.26 291.89 11.73 106.77 19.35 64.72 1.00 1252.45 31176.74

Metro Brands Limited** 912.00 86.20 3.25 157.49 11.32 44.18 5.00 500.00 13575.37

**Fy22 Estimated Annualised financials
* TTM Financials
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Outlook

MedPlus Health Services is into pharmacy retail and health support services and this business is largely 

working capital intensive. The company adopts an omnichannel strategy in that it offers online selling as 

well as brick-and-mortar selling services through a centralized mechanism. However, there has been an 

instance of negative cash flows in the last three financial years. Its operations are subject to high working 

capital requirements, and have incurred substantial indebtedness. Cash surplus and long term investors 

may consider investing in the issue.

An Indicative timetable in respect of the Issue is set out below:

Annexure

EVENT INDICATIVE DATE

  (On or about)

Bid/Offer Opens Date Dec 13, 2021

Bid/Offer Closing Date Dec 15, 2021

Finalisation of Basis of Allotment with the Designated Stock  On or about Dec 20, 2021

Exchange

Initiation of refunds (if any, for Anchor Investors)/unblocking  On or about Dec 11, 2021

of funds from ASBA Account

Credit of Equity Shares to depository accounts of Allottees On or about Dec 22, 2021

Commencement of trading of the Equity Shares on the Stock On or about Dec 23, 2021

Exchanges

Consolidated Financials

Profit & Loss Rs. in Cr.

Particulars Period ended Period ended Period ended

 30-Sep-21 (6 Months) 31-Mar-21 (12 Months) 31-Mar-20 (12 Months)

Revenue from operations 1879.92 3069.27 2870.60

Total expenditure 1721.26 2852.60 2736.93

Operating Profit 158.66 216.67 133.68

OPM% 8.44 7.06 4.66

Other Income 10.98 21.55 17.28

PBDIT 169.64 238.21 150.96

Depreciation 54.76 88.27 74.81

PBIT 114.88 149.94 76.15

Interest  31.32 54.85 46.80

PBT  83.55 95.10 29.36

Tax 17.19 31.99 27.57

Profit After Tax 66.37 63.11 1.79

Balance sheet is on next page
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Balance Sheet

Particulars As on 30-Sep-21 As on 31-Mar-21 As on 31-Mar-20

Non-current assets   

Property, plant and equipment 107.45 87.17 59.81

Capital Work in Progress 7.75 5.54 2.78

Goodwill 41.45 41.45 41.45

Other Intangible assets 4.56 3.82 1.78

Intangible assets under development 0.64 0.00 2.16

Right-of-Use asset 464.31 384.87 316.42

Financial Assets   

Other Financial Asset 61.41 55.06 47.34

Deferred tax assets (net) 41.40 38.61 40.16

Non Current tax assets (net) 12.73 11.94 15.55

Other non-current assets 17.09 14.13 5.47

Total non-current assets 758.77 642.58 532.92

Current assets   

Inventories 810.01 749.96 643.56

Financial Assets   

Investments 0.03 0.03 0.25

Trade receivables and contract assets 7.21 5.37 6.40

Cash and cash equivalents 25.68 106.82 113.92

Bank balances other thean above 70.37 11.78 26.78

Other Financial assets 43.56 35.96 10.87

Other Current assets 30.86 13.16 14.01

Total current assets 987.72 923.08 815.78

Total Assets  1746.49 1565.66 1348.70

Non-current liabilities   

Financial liabilities   

Lease Liabilities 462.43 400.11 319.34

Other  Financial  Liabilities 1.11 1.16 1.43

Deferred tax Liability (net) 0.00 0.00 0.00

Provisions 17.69 18.35 17.74

Total financial liabilities 481.24 419.61 338.51

Current liabilities   

Financial liabilities   

Borrowings 56.75 135.24 105.05

Lease liabilities 80.02 54.87 52.90

Trade payables   

Total outstanding dues of micro enterprises  0.82 0.23 1.50

and small enterprises

Total outstanding dues of creditors other  222.69 147.87 232.66

than micro enterprises and small enterprises

Other Financial liabilities 55.06 37.34 43.72

Other current liabilities 16.92 10.95 12.70

Provisions 18.69 19.45 17.11

Contract liabilities 7.55 8.24 13.02

Current tax liabilities (net) 5.77 0.76 2.43

Total current liabilities 464.26 414.94 481.09

Total 945.50 834.55 819.59

NET Worth 800.99 731.10 529.10

Net worth represented by:   

Share capital 6.44 0.45 0.19

Other Equity 794.54 730.11 527.61

Non Controlling Asset 0.02 0.55 1.30

Net Worth 800.99 731.10 529.10

Rs. in Cr.
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Corporate Office:

11/6B, Shanti Chamber,

Pusa Road, New Delhi - 110005

Tel: +91-11-30111000

www.smcindiaonline.com

E-mail: smc.care@smcindiaonline.com

Disclaimer: This Research Report is for the personal information of the authorized recipient and doesn't construe to be any investment, legal or taxation advice to the investor. It is only for private circulation and use. 
The Research Report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. No action is solicited on the basis of the 
contents of this Research Report. The Research Report should not be reproduced or redistributed to any other person(s)in any form without prior written permission of the SMC. The contents of this material are 
general and are neither comprehensive nor inclusive. Neither SMC nor any of its affiliates, associates, representatives, directors or employees shall be responsible for any loss or damage that may arise to any 
person due to any action taken on the basis of this Research Report. It does not constitute personal recommendations or take into account the particular investment objectives, financial situations or needs of an 
individual client or a corporate/s or any entity/s. All investments involve risk and past performance doesn't guarantee future results. The value of, and income from investments may vary because of the changes in the 
macro and micro factors given at a certain period of time. The person should use his/her own judgment while taking investment decisions. Please note that SMC its affiliates, Research Analyst, officers, directors, and 
employees, including persons involved in the preparation or issuance if this Research Report: (a) from time to time, may have long or short positions in, and buy or sell the securities thereof, of the subject 
company(ies) mentioned here in; 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 subject 
company(ies) discussed herein or may perform or seek to perform investment banking services for such company(ies) or act as advisor or lender/borrower to such subject company(ies); or (c) may have any other 
potential conflict of interest with respect to any recommendation and related information and opinions. All disputes shall be subject to the exclusive jurisdiction of Delhi High court.

SMC Global Securities Ltd. (hereinafter referred to as “SMC”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the business of broking, depository services and related 

activities. SMC is a registered member of National Stock Exchange of India Limited, Bombay Stock Exchange Limited, MSEI (Metropolitan Stock Exchange of India Ltd) and M/s SMC Comtrade Ltd is a registered 

member of National Commodity and Derivative Exchange Limited and Multi Commodity Exchanges of India and other commodity exchanges in India. SMC is also registered as a Depository Participant with CDSL 

and NSDL. SMC’s other associates are registered as Merchant Bankers, Portfolio Managers, NBFC with SEBI and Reserve Bank of India. It also has registration with AMFI as a Mutual Fund Distributor. 

SMC is a SEBI registered Research Analyst having registration number INH100001849. SMC or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for accessing /dealing in 

securities market. SMC or its associates or its Research Analyst or his relatives do not hold any financial interest in the subject company interest at the time of publication of this Report. SMC or its associates or its 

Research Analyst or his relatives do not hold any actual/beneficial ownership of more than 1% (one percent) in the subject company, at the end of the month immediately preceding the date of publication of this 

Report. SMC or its associates its Research Analyst or his relatives does not have any material conflict of interest at the time of publication of this Report. 

SMC or its associates/analyst has not received any compensation from the subject company covered by the Research Analyst during the past twelve months. The subject company has not been a client of SMC 

during the past twelve months. SMC or its associates has not received any compensation or other benefits from the subject company covered by analyst or third party in connection with the present Research Report. 

The Research Analyst has not served as an officer, director or employee of the subject company covered by him/her and SMC has not been engaged in the market making activity for the subject company covered by 

the Research Analyst in this report.

The views expressed by the Research Analyst in this Report are based solely on information available publicly available/internal data/ other reliable sources believed to be true. SMC does not represent/ provide any 

warranty expressly or impliedly to the accuracy, contents or views expressed herein and investors are advised to independently evaluate the market conditions/risks involved before making any investment decision. 

The research analysts who have prepared this Report hereby certify that the views /opinions expressed in this Report are their personal independent views/opinions in respect of the subject company.

RANKING METHODOLOGY

WEAK

NEUTRAL

FAIR

GOOD

EXCELLENT
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