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Aarti Drugs Limited
Sector: Pharmaceuticals

📋 About Aarti Drugs Limited
Aarti Drugs Limited is one of India's most respected Active Pharmaceutical Ingredient (API)
manufacturers, with a legacy spanning over three decades. Founded in 1984 and headquartered in
Mumbai, the company has grown from a domestic chemical supplier to a globally recognised API
powerhouse supplying to formulation companies across India, Europe, Latin America, and Asia.

The company operates across a broad therapeutic spectrum — including antibiotics, antifungals,
cardiovascular, anti-diabetic, and anti-inflammatory APIs — making it a truly diversified
pharmaceutical manufacturer. Its vertically integrated manufacturing model gives it significant cost
advantages, as the company produces many of its own intermediates, reducing dependence on
third-party suppliers.

With multiple manufacturing facilities approved by global regulatory bodies and a strong track
record of quality compliance, Aarti Drugs has earned the trust of some of the largest pharmaceutical
companies in India and abroad. Its consistent focus on R&D and process efficiency has helped it
maintain a competitive edge in an increasingly crowded API space.

🌐 Official website: Aarti Drugs Limited Official Website

🚀 Expansion Plans
Aarti Drugs Limited has been executing a multi-pronged growth strategy aimed at expanding its
manufacturing capacity, broadening its product portfolio, and deepening its global footprint. Here's
what the company's growth roadmap looks like heading into 2026 and beyond:

• 💡 Capacity Expansion: The company has been investing in debottlenecking and greenfield
expansion at its existing API manufacturing plants in Maharashtra and Gujarat. New reactor
capacity additions are expected to come online through FY26, boosting overall output by an
estimated 20–25%.

• 🌍 Geographic Diversification: Aarti Drugs is actively expanding its export footprint into
regulated markets including the European Union and select Latin American countries, riding the
global wave of China+1 sourcing diversification. Gaining additional EUGMP and WHO-GMP
certifications is a key enabler of this push.

• 🧪 New Product Pipeline: The company's R&D team is actively working on filing new Drug
Master Files (DMFs) in both regulated and semi-regulated markets. Focus areas include specialty
APIs in the cardiovascular, anti-diabetic, and CNS (central nervous system) segments —
categories with structurally higher margins.

• 🏭 Backward Integration Deepening: Investments in in-house intermediate manufacturing
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continue, allowing the company to insulate itself from raw material price shocks — a key strategic
moat in the API business.

• 🤝 Contract Manufacturing: Aarti Drugs is exploring Contract Development and Manufacturing
Organisation (CDMO) opportunities, a segment that commands significantly higher margins and
stickier customer relationships.

Collectively, these initiatives position Aarti Drugs as a long-term compounder in the Indian
pharmaceutical value chain — one that is quietly but steadily building the foundations for the next
leg of growth. 🚀

✅ Key Positives
• ✅ Vertically Integrated Model: Aarti Drugs manufactures many of its own intermediates in-

house, giving it a significant cost advantage over peers who depend entirely on third-party
suppliers. This integration also improves supply reliability and product quality consistency.

• ✅ Diversified Therapeutic Portfolio: With APIs across antibiotics (Ciprofloxacin,
Metronidazole), antifungals (Fluconazole), cardiovascular (Metoprolol), and anti-diabetic
segments, the company is not over-reliant on any single drug or category. This diversification
provides earnings stability.

• ✅ Strong Customer Relationships: Decades of consistent supply to India's top formulation
houses and global generic manufacturers have created deep, sticky customer relationships that
are difficult for competitors to disrupt on price alone.

• ✅ Low Debt: A debt-to-equity ratio of just 0.3 means the balance sheet is healthy, giving the
company ample financial headroom to fund its next phase of capacity expansion without diluting
equity or stretching finances.

• ✅ China+1 Tailwind: As global pharmaceutical companies accelerate their shift away from
China for API sourcing, Indian manufacturers like Aarti Drugs are prime beneficiaries. This
structural tailwind could meaningfully boost export revenues over the coming 3–5 years.

• ✅ Promoter Confidence: With promoter holding at a solid 54.07% and no pledging reported,
the founding family remains deeply committed to the company's long-term success — always a
comforting signal for minority investors.

• ✅ Regulatory Compliance Track Record: Multiple facilities with WHO-GMP and other
international regulatory approvals underscore the company's commitment to quality — a
prerequisite for sustainable global business.

• ✅ Reasonable Valuation: At a PE of 24x and PB of 3x for a profitable, debt-light pharmaceutical
manufacturer with solid fundamentals, the stock offers a reasonable entry point for patient,
value-oriented investors.

⚠ Key Concerns
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• ⚠ Below-Par Return Ratios: With ROE at 12.7% and ROCE at 11.7%, both metrics trail the
typical 15%+ threshold that value investors look for. Improvement here will be key to re-rating
the stock.

• ⚠ Pricing Pressure: API markets face consistent pressure from low-cost Chinese
manufacturers, which can cap realisation growth even when volumes are rising.

• ⚠ Revenue Concentration: A few key APIs contribute a disproportionate share of revenues,
making the business vulnerable to demand or pricing shocks in those specific segments.

• ⚠ Modest EPS Growth: An estimated EPS growth rate of ~10% is steady but not spectacular —
the market will need to see this accelerate for significant stock re-rating.

🔍 SWOT Analysis
Aarti Drugs Limited enters 2026 with a resilient business foundation built on vertical integration, a
diversified API portfolio, and conservative financial management. Its key strengths — low debt,
strong customer relationships, and regulatory compliance — provide a durable competitive moat.
However, below-15% return ratios and exposure to pricing pressure from Chinese API
manufacturers are genuine weaknesses that management must address. The global China+1
sourcing shift and India's rising domestic pharmaceutical demand represent powerful structural
opportunities, while regulatory risks and raw material volatility remain persistent threats that
investors should monitor closely.

💪 STRENGTHS
• Vertically integrated API manufacturer with strong backward integration reducing input cost

dependency

• Diversified product portfolio spanning antibiotics, antifungals, cardiovascular and anti-diabetic
APIs

• Long-standing relationships with leading domestic and global formulation companies

• Low debt-to-equity ratio of 0.3 reflecting conservative and disciplined financial management

⚠ WEAKNESSES
• ROE and ROCE both below 15%, indicating scope for improvement in capital efficiency

• Revenue concentration risk with significant dependence on a few high-volume API segments

• Moderate EPS growth rate limiting near-term re-rating potential

🚀 OPPORTUNITIES
• China+1 sourcing shift creating significant export opportunities for Indian API manufacturers

• Rising domestic formulation demand driven by healthcare expansion and insurance penetration

• Potential to expand into niche, high-margin specialty APIs and contract development
manufacturing
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🔴 THREATS
• Intense price-based competition from Chinese API manufacturers pressuring margins

• Stringent global regulatory requirements (USFDA, EMA) increasing compliance costs

• Raw material price volatility and supply chain disruptions affecting profitability

* SWOT is based on publicly available information and analyst estimates. Not a buy/sell
recommendation.

📈 Profit & Loss (Last 5 Years)
Aarti Drugs has demonstrated steady revenue growth over the last five years, navigating post-
COVID demand normalisation and raw material cost pressures with reasonable resilience. After a
margin compression phase in FY23, the company has been on a gradual recovery trajectory, with
profitability improving as input costs stabilise and operating leverage from capacity additions kicks
in. Revenue is estimated to cross ₹2,600 Cr in FY26E, with net profit tracking toward ₹185 Cr —
implying a healthy improvement in net margins.

* Estimated figures in ₹ Crores. Source: Annual reports & public disclosures. Not guaranteed to be
accurate.

🔴 Risk Factors
• 🔴 Regulatory Risk: Any adverse observations from USFDA, EMA, or other regulatory bodies

during inspections could result in import alerts, plant shutdowns, or loss of key customer
approvals — a material risk for any API manufacturer.

• 🔴 Raw Material Volatility: Key raw materials (many of which are petrochemical derivatives or
Chinese intermediates) can experience sharp price swings, directly impacting gross margins.

• 🔴 Chinese Competition: State-subsidised Chinese API manufacturers can undercut prices
aggressively during periods of overcapacity, creating sustained pressure on Indian API pricing
and margins.

• 🔴 Currency Risk: As exports grow, the company's revenues become increasingly sensitive to
INR-USD and INR-EUR fluctuations, which can either amplify or erode profitability.

• 🔴 Concentration Risk: Dependence on a limited set of high-volume APIs means that any
therapeutic category disruption (e.g., generic substitution, patent challenges) could have an
outsized impact on revenues.

• 🔴 Execution Risk on Expansion: Capital expenditure projects carry inherent execution risks —
cost overruns, delays, or underutilisation of new capacity could weigh on near-term returns and
free cash flow.

📊 Value Investing Snapshot
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Metric Value

Market Price (₹) ₹496

Mkt Cap (₹ Cr) ₹4,526 Cr 🟢

PE Ratio 24.0x 🟡

PB Ratio 3.0x 🟡

Intrinsic Value (₹) ₹439 🔴

D/E Ratio 0.3 🟢

ROE (%) 12.7% 🟡

ROCE (%) 11.7% 🟡

Revenue CAGR (3Y) * ~6% 🟡

Profit CAGR (3Y) * ~8% 🟡

Promoter Holdings (%) 54.07% 🟢

Pledging (%) N/A 🟢

* Revenue CAGR (3Y) and Profit CAGR (3Y) are estimates based on our research and analysis. All other
figures are sourced from verified financial filings and market data.

Legend: 🟢 Green = Strong/Attractive  |  🟡 Yellow = Moderate  |  🔴 Red = Weak/Caution Mkt
Cap: 🟢 < ₹10,000 Cr   🟡 ₹10,000 Cr – ₹1,00,000 Cr   🔴 > ₹1,00,000 Cr (1 lakh crore)

📌 Intrinsic Value Note: At a market price of ₹496 vs. an intrinsic value of ₹439, the stock is
currently trading at a ~13% premium to intrinsic value. Value investors typically prefer a margin of
safety of 20–30% below intrinsic value before initiating positions. Use our Intrinsic Value Calculator
to run your own scenarios.

🏆 About Futurecaps
Futurecaps is a SEBI-registered investment advisor dedicated to empowering India's retail investors
with institutional-quality stock research at zero cost. Our team of experienced analysts identifies
high-potential, fundamentally strong companies — the kind of multibagger stocks that can
meaningfully grow your wealth over time. Trusted by thousands of smart investors across India,
Futurecaps combines rigorous bottom-up research, value investing discipline, and transparent
communication to give you an edge in the markets. Whether you're a seasoned investor or just
starting your wealth creation journey, Futurecaps is your trusted research partner for 2026 and
beyond. 🏆

💡 About Value Investing
Value investing is the timeless art of buying great businesses at fair or discounted prices — and
letting compounding do the heavy lifting over time. Pioneered by Benjamin Graham and perfected
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by Warren Buffett, this approach focuses on a company's intrinsic value rather than short-term
market noise. The core idea is simple: if a stock trades significantly below its true worth, it offers a
margin of safety — a buffer against errors and market uncertainty. To calculate the intrinsic value of
any stock yourself, try the Futurecaps Intrinsic Value Calculator — it's free, fast, and incredibly
powerful. 💡

⚠ Disclaimer
This article is prepared for informational and educational purposes only. It does not constitute
investment advice, a solicitation, or a recommendation to buy or sell any securities. Futurecaps.com
is a SEBI-registered investment advisor. Investing in equities involves risk, including possible loss of
principal. Past performance is not indicative of future results. Please consult your financial advisor
before making any investment decision.

Disclaimer: Read before Investing.

📊 Profit & Loss
Aarti Drugs Limited revenue grew from ₹2.2K Cr (FY22) to ₹2.6K Cr (FY26E), a 5% CAGR. Net profit
expanded from ₹148 Cr to ₹185 Cr (6% CAGR), reflecting strong operating leverage.
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