
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                            

 

 

 

 

  
 

 

 
 

Share Reservation Net issue (%) 

QIB 50 

NII 15 

Retail 35 

Issue Managers 

BRLMs 

Axis Capital Limited, Credit 
Suisse Securities (India) Private 

Limited, Edelweiss Financial 
Services Limited, Nomura 

Financial Advisory and Securities 
(India) Private Limited. 

Registrar KFin Technologies Private Limited 

Company Leadership 

Gangadi Madhukar 
Reddy 

Managing Director and 
CEO 

Cherukupalli 
Bhaskar Reddy 

COO 

Hemanth 
Kundavaram 

CFO 

                  Issue Opens: 13th Dec 2021; Issue Closes: 15th Dec 2021 

Shareholding (%) Pre IPO Post IPO 

Promoter & Promoter 
Group 

43.16 40.41 

Public 56.46 59.18 

Shares held by employee 
trust 

0.38 0.41 

 *Source: RHP 

This document summarizes a few key points related to the issue and should not be treated as a comprehensive summary. Investors are requested to refer the Red Herring 
Prospectus for further details regarding the issue, the issuer company and the risk factors before taking any investment decision. Please note that investment in securities is 
subject to risks including loss of principal amount and past performance is not indicative of future performance. Nothing herein constitutes an offer of securities for sale in 
any jurisdiction where it is unlawful to do so. This document is not intended to be an advertisement and does not constitute an invitation or form any part of any issue for sale 
or solicitation of an offer to subscribe for or purchase any securities and neither this document nor anything contained herein shall form the basis for any contract or 

commitment whatsoever. 

IIFL Research: E-mail - research@iifl.com 

Face Value:  

INR 2 
Issue Size: 

INR 1,398.29 Cr 

Post money market cap of ₹̀  9496.73 crores-at upper price band. 

Bid Lot & Size: 

18 Equity Shares 

Issue Type: 

100% Book Building 

Price Band: 

INR 780 – 
INR 796 

All you need to know about 

MEDPLUS HEALTH SERVICES LIMITED IPO  

Company Overview:  
Medplus Health Services Limited (Medplus) is the second largest pharmacy retailer in India, in terms of 
revenue from operations for FY21, and number of stores. It offers a wide range of products, including 
pharmaceutical and wellness products, medicines, vitamins, medical devices and test kits, and fast-
moving consumer goods, such as home and personal care products, including toiletries, baby care 
products, soaps and detergents, and sanitizers. The company was founded in 2006 by Gangadi 
Madhukar Reddy, its Managing Director and Chief Executive Officer, with the vision to set up a trusted 
pharmacy retail brand that offers genuine medicines and delivers better value to the customer by 
reducing inefficiencies in the supply chain using technology. Its operations are primarily distributed 
between the issuer and subsidiaries. Company has maintained a strong focus on scaling up its store 
network, having grown from operating 48 stores in Hyderabad at the conception of its business 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. 



 
 

 

Objects of the Offer 

 
 
 

 
 
 
 
 
 

 
 
 
 
 
 
 
 
 

 
  
 

 
 
 
 
 
 
 

  
 

 

(`₹ in million) FY19 FY20 FY21 

Revenue from Operations 22,727.37 28,706.03 30,692.69 

EBITDA 1,304.34 1,747.41 2,703.79 

EBITDA Margin (%) 5.74 6.09 8.81 

PAT 119.22 17.94 631.11 

EPS (₹) 1.33 0.21 5.99 

Net Asset Value per Share (₹) 32.55 50.90 68.48 

Debt Equity (x) 0.21 0.02 0.04 

Competitive Strengths 

India’s second largest pharmacy retailer 
Medplus is the second largest pharmacy retailer in India, in terms of revenue from operations for 
FY21, and number of stores. It operated 2,326 stores across Tamil Nadu, Andhra Pradesh, 
Telangana, Karnataka, Odisha, West Bengal and Maharashtra as of September 30, 2021. 
Company also focuses on growing and achieving market leadership in the key cities where it 
operates. For FY21, the company’s share of the organized pharmacy retail market based on 
revenue from operations in Chennai, Bengaluru, Hyderabad and Kolkata stood at 30%, 29%, 30% 
and 22% respectively. In terms of number of stores as of March 31, 2021, it ranked 1st in Chennai 
and Bengaluru, and 2nd in Hyderabad and Kolkata. A well-established brand, genuine, broad-
based and good quality pharmaceutical product offerings, ability to achieve high fulfilment rates, 
neighbourhood convenience with large store footprint, and ability to offer competitive pricing to its 
customers, are its key enablers and will continue to drive market share gains. The company also 
extended its leadership position from offline sales of pharmaceutical products to online sales of 
pharmaceutical products. Commencing in 2015, Medplus became the first pharmacy retailer in 
India to offer an omni-channel platform, whereby the customers could either visit its stores or 

access its offerings online, through its website and mobile application. In FY21, ₹ 2,757.43 mn of 

revenue from sales were generated from its online sales channel. 

The offer comprises a fresh issue and offer for sale. The fresh issue will raise upto ₹6,000 mn, out 
of which ₹4,671.7 mn would be utilized for investment into its material subsidiary, funding working 
capital requirements for Optival and the balance would be used for general corporate purposes. 
The offer for sale will raise upto ₹7,982.95 mn, and the company will not receive any proceeds 
from same. 

Financial Performance 

The company has seen significant growth in its revenue from operations from ₹22,727.37 mn in 
FY19 to ₹30,692.69 mn in FY21, a CAGR growth of 16.21%. The company’s EBITDA increased 
significantly from ₹1,304.34 mn in FY19 to ₹2,703.79 mn in FY21. Its EBITDA margin increased from 
5.74% in FY19 to 8.81% in FY21. Its PAT grew from ₹119.22 mn in FY19 to ₹631.11 mn in FY21. 
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Established brand and value proposition to customers 
Company’s ‘MedPlus’ brand has a track record of over 15 years and has become a well-established 
brand symbolizing genuine, good quality and affordable pharmaceutical products. The company 
believes that it offers a strong value proposition to a wide range of customers through:  
• Value pricing: Medplus’ mission is to set up a company that cuts inefficiencies in the supply chain 
using technology to deliver better value to the customers. Over a period of time, it has built scale, has 
continued to further reduce its costs that has allowed it to deliver more value to customers in the form 
of discounts that have increased from up to 10% to up to 20% of the maximum retail price. The 
company also offers lower discounts to customers with time-sensitive acute therapeutic needs and 
lower order value, as compared to higher discounts for price sensitive customers with chronic 
therapeutic needs and larger order value. 
• Convenience and fulfilment: Medplus is focused on offering convenience to its customers by making 
a wide range of products available across its offline and online channels. The company’s customers 
can either visit its extensive network of stores, where it has a neighbourhood presence in most cities, 
or access its offerings online, through its website and mobile application. The company has 

developed a better understanding of its customers’ requirements.  

• 2-hour delivery capability: With Medplus’ wholly-managed and operated last-mile delivery 

infrastructure of stores, it has been able to deliver the customers’ online purchases within two hours 

of purchase, in select cities. These services were started in FY21, and recent pilots conducted in July 
2021, have showed promising results where 93% of online delivery purchases were delivered within 
two hours in select micro-markets of Hyderabad. 
• Engagement: Medplus stores present a consistent and uniform customer experience of offering 
genuine and good quality pharmaceutical products and fast-moving consumer goods at affordable 
prices. The company’s stores are operated by trained staff, who are aided by its real-time data 
customer analysis and data, which results in high levels of customer engagement. The core of its 
focus is the driving force behind its success, that is its ability to consistently deliver compelling value 
proposition to its customers. 
 

 
Successful track record of expansion  
Medplus has grown from operating 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. It employs a data-

analytics driven cluster-based approach for expanding its store network, whereby it first achieves 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 believes that this approach allows it to create high brand visibility for customers within its 
key cities (through focused implementation of marketing and advertising initiatives), helps in 
achieving leading market share in key cities, allows the company to replicate similar success in 
adjacent under-served cities and areas (as it develops presence in existing clusters and develops 
new clusters), and increases cost efficiency due to economies of scale achieved in its supply chain 
and inventory management. It focuses on extending and maintaining an efficient supply chain and 
distribution network to support the growth of established and new clusters. It has a streamlined and 
methodical store opening process that is focused on the sustainability and profitability of every new 
store that it rolls-out. 



 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

High density store network enhancing omni-channel proposition 
Medplus is the first pharmacy retailer in India to offer an omni-channel platform. Commencing in 
2015, its customers could either visit its stores or access its offerings online, through its website and 
mobile application. Its customers have multiple options, including purchasing products at one of its 
stores, or placing an order through a telephone call to receive delivery of their purchased products, or 

placing an order online to receive delivery of their purchased products, or “Click and Pick”, by 

placing an order online and picking up their purchased products from one of its stores. With its wholly-
managed and operated last-mile delivery infrastructure from its stores, the company is now able to 

deliver its customers’ online purchases within two hours of purchase in select cities of Hyderabad, 

Bengaluru, Kolkata, Pune and Nagpur. The company expects to expand its ability to deliver online 
purchases within two hours of purchase in cities such as Chennai and Mumbai by December 31, 
2021. Its omni-channel proposition to the customers leverages its existing store networks and supply 
chain and distribution network to offer a differentiated value proposition to its customers. Its omni-
channel proposition allows to deepen and extend its customer reach from, and expand the total 
addressable market for, each of its stores, further enhance ‘convenience’ as one of its core customer 
value propositions, lower incremental cost of operations for online deliveries, and retain offline and 
online customers within its customer ecosystem. 

 
Lean cost structure and technology driven operations 
Medplus believes that its scale of operations, wholly-managed and operated supply chain and 
distribution infrastructure, strong and integrated technology backbone, and focus on maintaining cost 
efficient operations provides it an advantage over its competitors. Key attributes of its cost structure 
and technology driving its operations include:  
• Cost efficient procurement: Medplus has developed strong relationships with suppliers over a period 
of time, which has enabled it to procure products at more favourable rates than its competitors. As the 
majority of its product procurement is conducted directly from pharmaceutical companies or their 
carry forward agents, it is also more efficient with its procurement processes and is better able to 
manage replacement of damaged goods or the risk of pilferage. For FY21, 80.81% of its purchases 
related to branded pharmaceutical products were procured directly from pharmaceutical companies 
or their carry forward agents. 
• Efficient management and operation of infrastructure: Medplus wholly manages and operates its 
integrated operational value chain, including procurement, distribution, stores and its online 
application. The company manages and operates a fleet of vehicles and delivery personnel to 
facilitate the transportation of inventory between its warehouses and stores, generally providing for 
daily inventory replenishment for its stores located in densely metropolitan areas and thrice per week 
for stores in other cities. 
• Technology driven operations: Medplus’ procurement, distribution and store infrastructure are 
supported by a robust and integrated technology framework. Save for its enterprise resource planning 
software, which the company licenced for its use, all its software is developed and continuously 
enhanced in-house, using open-source platforms, for which no licence fees is required to be paid.  
• Large scale of operations leading to economies of scale: Medplus’ large scale of operations and 
dense store network allows higher efficiency in product distribution across its stores and use of work 
force, as it is able to enjoy significant economies of scale by leveraging its cost-efficient procurement, 
warehouses, vehicles and delivery personnel, and technology infrastructure to serve more stores. 
The company believes that it has been able to synergize these operational attributes to harness 
significant economies of scale, culminating into higher margins. 



 

 

 
 
 
 

 
 

Strengthen Medplus’ market position by increasing store penetration 
Medplus 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 
increasing its store penetration and customer reach in existing clusters and developing new clusters 
in other states and cities. For FY21, the company had an aggregate share of ~8% of the pharmacy 
retail market for its key cities, comprising Hyderabad, Bengaluru, Chennai and Kolkata. Further, 
penetration of organized retail in the pharmacy retail market in Tier 1 cities and Tier 2 cities and 
beyond, is only ~7% and ~6%, respectively. As such, the company believes that there is significant 
headroom for growth within its existing clusters. It 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 it has established clusters, firstly in Tier 1 cities, including Chennai, Bengaluru, 
Hyderabad and Kolkata, and, subsequently in Tier 2 cities and beyond. The company plans to 
replicate the success it 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 it is present. The company intends to enter into 1-2 new 
states every year. 
 
 

Further develop its omni-channel platform with a hyperlocal delivery model 
Medplus 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 will 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. It aims to enhance its delivery infrastructure and to achieve a higher rate of online 
delivery purchases, reaching its customers within two hours. The 2-hour delivery services were 
started in FY21, 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. It expects 
to expand its ability to deliver online purchases within two hours of purchase in other cities by 
December 31, 2021. The company aims to leverage 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 its online sales channel as a strategic avenue to increase the scale of 
its business and at the same time optimize its margins.replicate the success it 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 it is present. 
The company intends to enter into 1-2 new states every year. 
 
 

Increase Medplus’ share of private labels and enhance its SKU mix 
Medplus generally derives higher gross margins from sales of private label products and it intends to 
increase the range of private label products it offers. The company believes that it is well-positioned 
to purchase and stock more private label products, as it is less constrained by minimum order 
quantity requirements imposed by suppliers due to the scale of its purchases. This, in turn, will allow 
it to offer its customers a wider range of private label products and, hence, potentially increase its 
customer wallet share as well as gross margins. The company will increase 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 introduce new private label products for fast 
moving consumer goods, in particular, in the consumer categories of nutrition and wellness.  

Business Strategies 



 
 

 

 
 

To this end, the company plans to market and advertise its private label products as good quality 
products offered at competitive prices and conduct training of its sales staff and award them with 
financial incentives for identifying customer needs and cross-selling its private label products, and 
continues to support them with its technology framework that provides them with point-of-sale 
assistance and prompts. Together with its focus on private label products, it will continue to enhance 
the SKU mix at its stores in terms of branded fast moving consumer goods products, in line with the 
relevant consumer preferences. The company expects this to allow it to further increase its customer 
wallet share. 
 
 

Enhance revenue and increase customer wallet share 
Medplus intends to enhance its sales volumes and increase its customer wallet share though 
continued investments in its technology infrastructure (including its customer facing mobile 
application and customer facing features on its website). It believes that these initiatives would allow 
it to better analyse 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. Leveraging its technology 
infrastructure to gather and analyse customer data and insights would allow the company 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 expects that this would provide it with additional 
monetization opportunities with pharmaceutical companies, as it would be able to provide them with 
insights for analysis of their product performance and progression 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 services. 
 
 

Continue to increase operating efficiency and enhance supply chain 
management to drive profitability 
Medplus will continue to improve its supply chain and distribution infrastructure in order to increase 
its operating efficiency and enhance its supply chain management. To this end, it plans to increase 
automation at its warehouses (for processes such as sorting, labelling and packaging) which would 
allow it to optimally utilize its workforce at its warehouses, increase efficiencies, scale its operations 
and reduce cost. It also plans to increase the proportion of products procured directly through 
pharmaceutical companies or their carry forward agents, to drive expansion of gross margins. It 
aims to benefit from enhanced operating leverage as large number of stores that were opened 
within the last few years and the new stores that it is rolling-out as part of its cluster gradually attain 
maturity. 



 

 

Management 

  

Gangadi Madhukar Reddy (Managing Director and CEO)  

He holds a bachelor’s degree in medicine and surgery from the Sri Venkateswara University and a 

master’s degree in business administration from the Wharton School, University of Pennsylvania. 

 
Cherukupalli Bhaskar Reddy (Chief Operating Officer):  

He holds a bachelor’s degree in medicine and surgery from Sri Venkateswara University and a 

master’s degree in surgery from Faculty of Medicine, Kasturba Medical College, Manipal Academy 

of Higher Education. He was previously a fellow of the Royal College of Surgeons, Edinburgh. 

 
Hemanth Kundavaram (Chief Financial Officer):  

He holds a bachelor’s degree in commerce from Sri Venkateswara University and a master’s 

degree in business administration from the Periyar Institute of Distance Education, Periyar 
University. He is an associate of the Institute of Chartered Accountants of India. 

 
Recommendation & Valuation 

 
At higher price band of ₹796, the company is valued at 132.88x FY21 earnings. Its 

FY21 EV/EBITDA stands at 4.11x and price to sales ratio at 3.09x. However, 
considering the future potential of the healthcare sector and EBITDA growth at a 

CAGR of 63.21% during FY19-FY21, and a low debt-to-equity ratio of 0.04x, we 

recommend subscribe to the issue with a long-term perspective. 
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For Research related queries, write at research@iifl.com 

  
For Sales and Account related information, write to customer care: cs@iifl.com or call on 91-22 4007 1000 
 

RISKS 

 

1. Medplus’ lenders have imposed certain restrictive conditions on it under its financing 
arrangements.  

2. Changes in prescription drug pricing and commercial terms could adversely affect its 
operations and financial performance.  

3. Medplus’ operations are subject to high working capital requirements, and has incurred 
substantial indebtedness. Its inability to maintain an optimal level of working capital or 
financing required may impact its operations adversely.  

4. The success of Medplus’ pharmacy retail business depends on its ability to fulfil the 
requirements of its customers. Failure to meet customer expectations, needs and 
requirements may harm its brand and reputation, its ability to retain and grow its customer 
base and its operating results.  

5. Medplus’ use and disclosure of personally identifiable information, including personal health 
information, is subject to privacy and security regulations. If it were to be found to be in 
violation of the privacy or security rules under the IT Act or any such other laws protecting 
the confidentiality of patient health information, company could be subject to sanctions or 
criminal penalties, or otherwise be subject to litigation.  

6. Medplus’ expansion into emerging markets within India subjects it to various challenges, 
including those relating to identifying relevant retail space, hiring adequate staffing and 
manpower, managing its operations and penetrating its brand in such regions.  
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