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Cipla Ltd (CIPLA): Long term supply line breakout highlights ﬂ'c'c’

reversal of corrective trend, structural turnaround... Research
Rec. Price 645.00-667.00 Target 750.00 Stop loss 595.00 Upside 15%
Weekly Chart
A . L Log | IRIS ©  The stock generated a resolute
resolute breakout above the long term falling supply line signals a reversal of the long
term corrective trend and a structural turnaround thus offering fresh entry opportunity Target @ 800 breakout above the long term supply
752 745 % 750 o line joining the highs of CY15 (¥ 752)
H CY18 (X 678) currently at ¥ 610,
700 signalling reversal of the long term
i corrective trend and a structural
|| turnaround. Going ahead, we expect
]] 'J “ r”{"**"‘ ”H Tmllwll‘k I 600 the stock to outperform in the
’ y’l I.” H M‘“ [h’ }m z pharma space, thus offering a fresh
el T PP R e e

] h{ I I ltn‘*}ﬁ 5 o Structurally, it has witnessed a faster
I}” I M retracement of the last 18 month’s
] hh|| ]} lf H“ i decline from X 678 to 356 in just four
458 , . l months. A faster retracement in less
[ A faster retracement of the 18 “==-.|,_ than half_ the time interval signals a

i X L T T— 400 robust price structure

i months decline in just 4 ;------------23==

] o  The stock has support at ¥ 600-610

1
months signal strength and a | e
E levels as it is the confluence of the

robust price structure 356 350 X
.. ,, recent long term trend line breakout
Source : www.SpiderSoftwareIndia.Com area and 61.8% retracement of the
Vol Ava(S,50,V,0.00 . e C ;
o Ak ) Strong volume in the last four months up move indicates r previous up move (X 565 to 692)
larger participation in the direction 5.00 o  The weekly MACD is in a strong up

trend and is seen taking support near

2 . : H_}WTHH_TA its nine period's average, thus

validatin itive bia
Macd(E,12,E,26,E,9) dating positive bias

The weekly MACD in strong up trend and is seen taking support near its nine
periods average thus validates positive bias

50.00 o Based on the above technical
observations, we expect the stock to
head towards X 750 levels as it is the
price parity with previous up move

14:.0D 15:JMA'MJ J ASOND16:JFMAMI] AS OND 17JMAM)I JJASOND 18IMAMI JA'SOND19IM AMI T ASOND20:IFMAMI] Wk X 565 to 692 as Proie(_:ted frgm
recent low of ¥ 621 signalling upside
Source: Bloomberg, ICIC/ Direct Research Recommended on I-click to gain on 16% July 2020 at 13:37 towards ¥ 750 levels
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Fundamental View: Cipla ﬂ!ClCi.
- 0001

* Founded by Dr KA Hamied way back in 1935, Cipla is one of the oldest ventures set up by an Indian in the pre-

independence era. With 46 manufacturing facilities spread across the world, Cipla has a gamut of therapeutic offerings Particular we— Amount
i . .. . . Market Capitalisation ¥53762 crore

ranging from simple anti-infectives to complex oncology products. The product basket includes ~1500+ products Bebt iF120) 22816
encompassing almost all therapies and over 50 dosage forms ¢ erore
Cash (FY20) %1004 crore
» Formulation exports comprise ~54% of FY20 revenues. The company is focusing on front-end model, especially for the eV T95575 crore
. . . . . 52 week H/L (3 696/357

US, along with a gradual shift from loss making HIV and other tenders to more lucrative respiratory and other E auit ol 21613
opportunities in the US and EU. We expect export formulation sales to grow at 10.9% CAGR to ¥ 11377 crore in FY20- F::;yvacla? a - cm;;

u

22E. Key drivers will be a launch of inhalers (drug-device) and other products in developed markets

* With ~5% market share, Cipla is the third largest player in the domestic formulations market. The acute, chronic and Zcrore EY19 FY20E FY21E FY22E
sub-chronic revenues for the company are at 41%, 45% and 14%, respectively. Domestic formulations comprise ~39% Revenue 16362.4 17132.0 18812.1 20776.6
of total FY20 revenues. It commands ~21% market share by value in the respiratory segment. We expect domestic EBITDA 3097.3 3206.0 3546.1 4228.2
formulations to grow at 12% CAGR in FY20-22E to T 8288 crore driven by improved productivity of the newly inducted EBITDA% 18.9 187  18.9  20.4
field force and product launches besides realignment of the portfolio in sync with its ‘One-India’ portfolio rationalisation Net Profit 1496.1 1546.5 1855.5 2434.4
exercise

* We continue to focus on the management’s long-drawn strategy of targeting four verticals viz. One-India, South Africa &

EMs, US generics & specialty and lung leadership. Recent first generic approval by USFDA for Albuterol sulphate FY19 ~ FY20E EVZ1E Fy22€

. o . . . . e . EPS 186  19.2  23.0  30.2
(Proventil HFA) amid rise in demand for Albuterol products in the ongoing Covid-19 pandemic are a vindication for its PE (X(? 359 347 289 221
lung leadership quest. While US focus will be on specialty including hospitals, value accretive generics, India focus will ROE (%) 10:0 9:3 10:8 12:6

be on branded (Bx), trade generics (Tx). On the Africa front, Cipla continues to rebase its business model towards ROCE (% 109 120 130 154
private business in the backdrop of shrinking tender opportunities. Another key aspect to watch would be R&D
recalibration. Across the board transformation from tenderised model to private model in exports market and towards

rapid consumerisation of important Tx, Bx in India bode well to change the investors’ perspective Price performance of last 5 years
50

40

% Change
b
~
3

-20 -13 -15
CY16 CY17 CY18 CY19 CY20
Year

Source: Bloomberg, ICICI Direct Research
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Follow up summary of Gladiator Stocks

Summary Performance - Recommendations till date

Total Recommendations 538 Open 8
Closed Recommendations 530 Yield on Positive recommendations 17.0%
Positive Recommendations 388 Yield on Negative recommendations -8.0%
Closed at cost 16

Strike Rate 75%

Source: ICICI Direct Research
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Momentum Picks open recommendations ICICI direct

Research
Date Scrip Name Strategy Recommendations Price Target Stoploss Time Frame
16-Jul-20 Coromandel International Buy 760.00-775.00 855.00 721.00 14 Days
All the recomedations are in Cash segment
Back to Top
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Price history of past three years F!ClCi direct
- 1]

CIPLA [N694] 669.55, 4.80%

Price Log | _TRIS
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669.55

Source : www.SpiderSoftwareIndia.Com
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Source: Spider Software. ICIC/ Direct Research
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Product Guidelines......

It is recommended to enter in a staggered manner within the prescribed range provided in the report

Once the recommendation is executed, it is advisable to keep strict stop loss as provided in the report
on closing basis

The recommendations are valid for six months and in case we intend to carry forward the position, it
will be communicated through separate mail

Trading portfolio allocation

It is recommended to spread out the trading corpus in a proportionate manner between the various
technical research products

Please avoid allocating the entire trading corpus to a single stock or a single product segment
Within each product segment it is advisable to allocate equal amount to each recommendation

For example: The ‘Momentum Picks’ product carries 2 intraday recommendations. It is advisable to
allocate equal amount to each recommendation

Source: ICICI Direct Research
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Recommended product wise trading portfolio allocation ﬂ I!ClCi
- 1]

Allocations

Product Product wise Max allocation
allocation In 1 Stock Number of Calls Return Objective Duration

Momentum Picks- 10% 30-50% 2 Stocks 1-2% Intraday
Intraday
Momentum Picks- 25% 8-10% 8-10 Per Month 5-8% 14 Days
Positional
Gladiator Stocks 35% 10-13% Opportunity Based 15-20% 6 Months
Yearly Technical 25% 12-15% 7-9 Per Year 20-30% 1 Year
Cash 5%

100%

Source: ICICI Direct Research
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Disclaimer Ve IciIcl di
v % Research
-]

We /I, Dharmesh Shah, Nitin Kunte, Ninad Tamhanekar, Pabitro Mukherjee, Vinayak Parmar Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views about the
subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated
persons of the ICICI Securities Inc. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee
of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities Limited is a SEBI registered Research Analyst with SEBI
Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of
housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship with a significant percentage of
companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as such, may not match with the

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may not match or may be contrary
with the views, estimates, rating, target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in
any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis,
ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been
suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein is solely for informational
purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the
same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your
specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient.
This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange
rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure
Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-managing public offerings,
corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other benefits from the companies
mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law,

regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in
whose possession this document may come are required to inform themselves of and to observe such restriction.
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