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Lupin

BSE SENSEX S&P CNX
v8.004 1147, CMP: INR972 TP: INR1,130(+16%) Buy
& g-Proair approval — milestone in Complex Generics segment
a LPC could garner USD80-90m annual sales from this opportunity
alafulafs
_'“3:%"'- m Albuterol Sulfate MDI (g-Proair) is Lupin (LPC)’s first device-based inhalation
LUPIN product to be approved by the USFDA.
stock Info B Based on the competitive scenario, we believe g-Proair could add USD80-90m to
Bloomberg LPC IN LPC’s revenues on an annualized basis.
Equity Shares (m) 453 ®  We raise our earnings estimate marginally by 2%/5% to factor the uptick on
M.Cap.(INRb)/(USDb) 440.4/5.9 account of niche launches in the coming quarters. We further revise our PE
52-Week Range (INR) 1035/505 multiple value to 25x (35% discount to three-year average) 12M forward
1, 6, 12 Rel. Per (%) 12/49/26
12M Avg Val (INR M) 2145 earnings to arrive at target price of INR1,130.
Free float (%) 53.1 B We remain positive on LPC as it is at an inflection point for growth in the

Financials Snapshot (INR b)

Y/E MARCH 2020 2021E 2022E
Sales 153.7 159.4 183.5
EBITDA 23.5 269 343
Adj. PAT 9.0 120 17.8
EBIT Margin (%) 9.0 113 13.7
Cons. Adj. EPS (INR) 19.8 26.6 39.4
EPS Gr. (%) 47.7 339 48.2
BV/Sh. (INR) 276.7 295.8 324.9
Ratios

Net D:E 0.0 0.1 0.0
ROE (%) 68 93 127
RoCE (%) 48 7.7 109
Payout (%) -119.0 310 26.7
Valuations

P/E (x) 49.2 36.6 24.7
EV/EBITDA () 18.8 16.8 129
Div. Yield (%) 0.9 0.7 0.9
FCF Yield (%) 15.8 -1.1 3.7
EV/Sales (x) 2.9 2.8 2.4
Shareholding pattern (%)

As On Jun-20 Mar-20 Jun-19
Promoter 46.9 46.9 47.0
DIl 18.9 16.6 13.4

Fll 21.3 22.7 25.2
Others 12.9 13.9 14.4

Fll Includes depository receipts

Stock Performance (1-year)
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developed markets, led by niche launches. It remains on track to: a) outperform
in the Domestic Formulations (DF) market and b) complete remediation
measures at sites under regulatory issues. Reiterate Buy.

g-Proair marks LPC’s entry into device-based inhalers in US

Albuterol Sulfate sales for two innovators (GSK/Teva) for their brands
Ventolin/Proair stood at USD600m/USD275m for 12M-ended Jun’20. A third
brand ‘Proventil’ saw sales of USD153m for 12M-ended Feb’20, as per IMS. The
combined market size of the three brands is ~USD1b. There are three
authorized generics and two generics (Perrigo/Cipla) other than innovators.
Considering 15% market share / 30% price erosion for LPC, we believe
Albuterol Sulfate could add up to USD80—90m to LPC’s annualized revenues.

Growth prospects to improve for US business

US revenues are expected to be driven in the near term by the launch of g-
Proair, ramp-up in Levothyroxine sales, better traction in g-Apriso, relaunch of
g-Glumetza, and new launches from 158 ANDAs pending approval.
Additionally, LPC would file three more inhalers in FY21. Compared with 5%
compounded decline over FY18-20, we expect a 7% sales CAGR in the US over
FY20-22.

Biosimilar launch in EU to further improve earnings momentum

LPC would also launch Biosimilar-Enbrel in the EU market in 2HFY21. The initial
launch would be in Germany, followed by France, Sweden, and other EU
countries. This opportunity is expected to build up materially over next two to
three years. LPC is expected to file Pegfilgrastim in the coming quarters.

Valuation and view: We expect a 38% earnings CAGR over FY20-22E, led by:
(a) niche launches (g-Albuterol — to be launched in Sep’20; Biosimilar-Enbrel/g-
Fostair in the EU), (b) improving market share for Levothryoxin, (c) better-than-
industry growth in DF, and (d) partly the low base of FY20 (21% compounded
decline in earnings over FY18-20). We expect RoE to improve to 12.7% by
FY22E from 7% in FY20. We value LPC at 25x 12M forward earnings to arrive at
target price of INR1,130. Maintain Buy.

Tushar Manudhane - Research Analyst (Tushar.Manudhane@MotilalOswal.com)

Research Analyst: Hitakshi Chandrani (Hitakshi.Chandrani@motilaloswal.com); Bharat Hegde (Bharat.Hegde@motilaloswal.com)
Investors are advised to refer through important disclosures made at the last page of the Research Report.
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Story in charts

Exhibit 1: Revenue mix in 1QFY21 Exhibit 2: Growth to pick up in niche launches
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Exhibit 4: Margins to gradually pick up

Exhibit 3: R&D spend as % of sales to remain stable
EBITDA (INRb) —O—EBITDA Margin (%)

R&D expense (INRb) =—O=—% of sales

28.
26.6 83 264 757

13.2 18.7

11.3 11.7
g2 86 | 9 B8 B

93 110 16.0 231 185 157 155 151 174 30.0 36.2 375 449 315 256 235 269 343

FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21E FY22E

Exhibit 5: Expect EPS CAGR of ~41% over FY20-22E Exhibit 6: Rich ANDA pipeline
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Financials and valuations
Income Statement (INR m)
Y/E March 2014 2015 2016 2017 2018 2019 2020 2021E 2022E
Net Sales 112,866 127,700 142,085 174,943 158,041 146,646 153,748 159,434 183,457
Change (%) 17.1 13.1 11.3 23.1 -9.7 -7.2 4.8 3.7 15.1
EBITDA 30,028 36,196 37,534 44,931 31,475 25,607 23,548 26,944 34,307
Margin (%) 26.6 28.3 26.4 25.7 19.9 17.5 15.3 16.9 18.7
Depreciation 2,610 4,347 4,635 9,122 10,859 8,461 9,702 8,916 9,137
EBIT 27,418 31,849 32,899 35,809 20,616 17,147 13,846 18,029 25,169
Int. and Finance Charges 267 98 446 1,525 2,044 3,025 3,630 1,904 1,765
Other Income - Rec. 165 2,398 1,877 1,065 1,504 3,330 3,578 1,950 2,200
PBT before EO item 27,317 34,148 34,330 35,349 20,076 17,452 13,794 18,075 25,605
EO Expense/(Income) -1,000 0 0 0 14,644 3,400 6,261 204 0
PBT after EO item 28,317 34,148 34,330 35,349 5,433 14,052 7,533 17,871 25,605
Tax 9,622 9,704 11,536 9,785 2,885 8,879 11,571 5,897 7,681
Tax Rate (%) 34.0 28.4 33.6 27.7 53.1 63.2 153.6 33.0 30.0
Less: Minority Interest 331 412 88 -11 36 52 -43 -46 124
Reported PAT 18,364 24,032 22,707 25,574 2,512 5,121 -3,995 11,928 17,799
PAT Adj for EO items 17,364 24,032 22,707 25,574 14,455 6,066 8,966 12,009 17,799
Change (%) 32.1 38.4 -5.5 12.6 -43.5 -58.0 47.8 33.9 48.2
Margin (%) 15.4 18.8 16.0 14.6 9.1 41 5.8 7.5 9.7
Consolidated Balance Sheet (INR m)
Y/E March 2014 2015 2016 2017 2018 2019 2020 2021E 2022E
Equity Share Capital 897 899 901 903 904 905 906 903 903
Other Reserves 68,419 87,842 108,943 134,072 134,866 136,517 124,461 132,690 145,813
Total Reserves 68,419 87,842 108,943 134,072 134,866 136,517 124,461 132,690 145,813
Net Worth 69,316 88,741 109,844 134,975 135,771 137,422 125,367 133,593 146,716
Minority Interest 669 241 321 345 401 469 445 530 615
Deferred liabilities 1,779 1,182 1,239 -1,128 -4,310 -4,457 252 252 252
Secured Loan 1,968 1,018 53,739 61,243 67,722 70,546 25,180 15,179 5,179
Unsecured Loan 4,024 3,692 17,454 23,183 4,518 15,802 24,928 24,928 24,928
Total Loans 5,992 4,710 71,193 84,426 72,240 86,347 50,108 40,107 30,107
Capital Employed 77,756 94,874 182,596 218,619 204,101 219,781 176,172 174,482 177,690
Gross Block 45,638 45,445 55,887 55,265 63,687 72,189 76,431 83,722 90,292
Less: Accum. Deprn. 19,283 19,174 23,262 8,902 14,613 23,073 32,776 41,691 50,828
Net Fixed Assets 26,355 26,271 32,625 46,363 49,074 49,115 43,656 42,031 39,464
Capital WIP 3,041 5,760 9,812 7,150 9,563 10,186 7,582 7,141 6,920
Investments 1,785 16,584 75 220 267 1,856 361 361 361
Goodwill & Intangibles 7,202 17,411 73,586 78,147 70,965 67,963 37,540 37,540 37,540
Curr. Assets 62,970 64,510 107,473 129,117 126,019 143,033 158,957 147,873 158,705
Inventory 21,295 25,036 31,787 36,423 36,625 38,368 34,569 42,296 46,669
Account Receivables 24,641 26,566 45,498 43,073 51,922 51,498 54,459 56,082 62,698
Cash and Bank Balance 7,975 4,814 8,379 27,994 16,429 30,971 47,926 27,423 27,192
Curr. Liability & Prov. 23,597 35,662 40,975 42,378 51,788 52,372 71,924 60,462 65,299
Account Payables 18,818 28,299 32,318 34,576 43,568 41,390 59,884 48,422 53,259
Provisions 4,779 7,363 8,658 7,801 8,220 10,982 12,040 12,040 12,040
Net Current Assets 39,374 28,848 66,498 86,739 74,231 90,661 87,034 87,411 93,406
Appl. of Funds 77,756 94,874 182,596 218,619 204,100 219,782 176,172 174,482 177,690
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Financials and valuations

Ratios

Y/E March 2014 2015 2016 2017 2018 2019 2020 2021E 2022E
EPS (Fully Diluted) 38.7 53.5 50.4 56.6 32.0 13.4 19.8 26.6 39.4
Cash EPS (Fully Diluted) 44.5 63.1 60.7 76.8 56.0 32.1 41.2 46.3 59.6
BV/Share 154.6 197.4 243.8 298.9 300.3 303.7 276.7 295.8 324.9
DPS 6.0 7.5 7.5 7.5 5.0 5.0 9.0 7.0 9.0
Payout (%) 16.0 16.9 17.9 15.9 108.5 533 -119.0 31.0 26.7
Valuation (x)

P/E (Fully Diluted) 25.2 18.2 19.3 17.2 30.5 72.7 49.2 36.6 24.7
EV/Sales 3.9 3.5 3.5 2.8 31 34 2.9 2.8 2.4
EV/EBITDA 14.6 12.2 13.4 111 15.8 19.4 18.8 16.8 12.9
Return Ratios (%)

RoE 28.6 30.4 22.9 20.9 10.7 4.4 6.8 9.3 12.7
RoCE 26.5 29.1 16.8 13.3 4.9 3.5 4.8 7.7 10.9
RolC 29.7 34.4 18.8 14.9 5.4 3.6 5.1 9.3 12.5
Working Capital Ratios

Asset Turnover (x) 1.5 1.3 0.8 0.8 0.8 0.7 0.9 0.9 1.0
Fixed Asset Turnover (x) 4.5 49 4.8 4.4 3.3 3.0 3.3 3.7 4.5
Debtor (Days) 80 76 117 90 120 128 129 128 125
Creditor (Days) 152 172 186 189 178 184 162 183 183
Inventory (Days) 69 72 82 76 85 95 82 97 93
Leverage Ratio

Current Ratio 2.7 1.8 2.6 3.0 2.4 2.7 2.2 2.4 2.4
Interest Cover Ratio 102.9 324.7 73.7 23.5 10.1 5.7 3.8 9.5 14.3
Debt/Equity (x) 0.0 0.0 0.6 0.4 0.4 0.4 0.0 0.1 0.0

Cash Flow Statement

Y/E March 2014 2015 2016 2017 2018 2019 2020 2021E 2022E
EBITDA 30,028 36,196 37,534 44,931 31,475 25,607 23,548 26,944 34,307
Interest/Dividends Recd. 165 2,398 1,877 1,065 1,504 3,330 3,578 1,950 2,200
Direct Taxes Paid -9,475 -10,300 -11,479 -12,152 -6,067 -9,026 -6,862 -5,897 -7,681
(Inc)/Dec in WC -4,368 7,364 -34,084 -626 942 -1,888 20,583 -20,880 -6,226
CF from Operations 16,349 35,657 -6,152 33,219 27,853 18,023 40,847 2,117 22,599
EO expense -1,000 0 0 0 14,644 3,400 6,261 204 0
CF from Op. incl EO Exp. 17,349 35,657 -6,152 33,219 13,210 14,623 34,586 1,913 22,599
(inc)/decin FA -6,098 -17,191 -71,217 -24,759 -8,801 -6,123 28,785 -6,850 -6,350
Free Cash Flow 10,251 18,466 -77,369 8,460 19,053 11,900 69,631 -4,733 16,249
(Pur)/Sale of Investments -1,764  -14,799 16,509 -145 -47 -1,589 1,496 0 0
CF from Investments -7,862 -31,991 -54,708 -24,904 -8,848 -7,712 30,280 -6,850 -6,350
Change in Net Worth 1,593 -1,389 2,459 3,669 1,028 -724 -3,286 128 39
Inc/(Dec) in Debt -4,248 -1,282 66,483 13,233 -12,187 14,108 -36,240 -10,001 -10,000
Interest Paid -267 -98 -446 -1,525 -2,044 -3,025 -3,630 -1,904 -1,765
Dividend Paid -2,939 -4,058 -4,071 -4,076 -2,725 -2,728 -4,755 -3,788 -4,755
CF from Fin. Activity -5,861 -6,828 64,425 11,300 -15,927 7,631 -47,911 -15,566 -16,480
Inc/Dec of Cash 3,626 -3,161 3,565 19,615 -11,565 14,542 16,955 -20,502 -232
Add: Beginning Balance 4,349 7,975 4,814 8,379 27,994 16,429 30,971 47,926 27,423
Closing Balance 7,975 4,814 8,379 27,994 16,429 30,971 47,927 27,423 27,192

25 August 2020 4



MoTiLAL OSWAL Lupin

Explanation of Investment Rating

Investment Rating Expected return (over 12-month)

BUY >=15%

SELL <-10%

NEUTRAL <-10 % to 15%

UNDER REVIEW Rating may undergo a change

NOT RATED We have forward looking estimates for the stock but we refrain from assigning recommendation

*In case the recommendation given by the Research Analyst is inconsistent with the investment rating legend for a continuous period of 30 days, the Research Analyst shall within
following 30 days take appropriate measures to make the recommendation consistent with the investment rating legend.
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document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this
document (including the merits and risks involved), and should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views
expressed may not be suitable for all investors. Certain transactions -including those involving futures, options, another derivative products as well as non-investment grade
securities - involve substantial risk and are not suitable for all investors. No representation or warranty, express or implied, is made as to the accuracy, completeness or fairness of
the information and opinions contained in this document. The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and
should not be treated as endorsement of the views expressed in the report. This information is subject to change without any prior notice. The Company reserves the right to make
modifications and alternations to this statement as may be required from time to time without any prior approval. MOFSL, its associates, their directors and the employees may from
time to time, effect or have effected an own account transaction in, or deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to
perform investment banking or other services for, or solicit investment banking or other business from, any company referred to in this report. Each of these entities functions as a
separate, distinct and independent of each other. The recipient should take this into account before interpreting the document. This report has been prepared on the basis of
information that is already available in publicly accessible media or developed through analysis of MOFSL. The views expressed are those of the analyst, and the Company may or
may not subscribe to all the views expressed therein. This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on,
directly or indirectly, to any other person or published, copied, in whole or in part, for any purpose. 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 MOFSL 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.
Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost
revenue or lost profits that may arise from or in connection with the use of the information. The person accessing this information specifically agrees to exempt MOFSL or any of its
affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not to hold MOFSL or any of its affiliates or employees responsible for any such
misuse and further agrees to hold MOFSL or any of its affiliates or employees free and harmless from all losses, costs, damages, expenses that may be suffered by the person
accessing this information due to any errors and delays.

Registered Office Address: Motilal Oswal Tower, Rahimtullah Sayani Road, Opposite Parel ST Depot, Prabhadevi, Mumbai-400025; Tel No.: 022 71934200/ 022-71934263;
Website www.motilaloswal.com.CIN no.: L67190MH2005PLC153397.Correspondence Office Address: Palm Spring Centre, 2nd Floor, Palm Court Complex, New Link Road,
Malad(West), Mumbai- 400 064. Tel No: 022 7188 1000.

Registration Nos.: Motilal Oswal Financial Services Limited (MOFSL)*: INZ000158836(BSE/NSE/MCX/NCDEX); CDSL and NSDL: IN-DP-16-2015; Research Analyst:
INH000000412. AMFI: ARN - 146822; Investment Adviser: INAO00007100; Insurance Corporate Agent: CA0579;PMS:INP000006712. Motilal Oswal Asset Management Company
Ltd. (MOAMC): PMS (Registration No.: INP000000670); PMS and Mutual Funds are offered through MOAMC which is group company of MOFSL. Motilal Oswal Wealth
Management Ltd. (MOWML): PMS (Registration No.: INP000004409) is offered through MOWML, which is a group company of MOFSL. Motilal Oswal Financial Services Limited is
a distributor of Mutual Funds, PMS, Fixed Deposit, Bond, NCDs,Insurance Products and IPOs.Real Estate is offered through Motilal Oswal Real Estate Investment Advisors Il Pvt.
Ltd. which is a group company of MOFSL. Private Equity is offered through Motilal Oswal Private Equity Investment Advisors Pvt. Ltd which is a group company of MOFSL.
Research & Advisory services is backed by proper research. Please read the Risk Disclosure Document prescribed by the Stock Exchanges carefully before investing. There is no
assurance or guarantee of the returns. Investment in securities market is subject to market risk, read all the related documents carefully before investing. Details of Compliance
Officer: Name: Neeraj Agarwal, Email ID: na@motilaloswal.com, Contact No.:022-71881085.

* MOSL has been amalgamated with Motilal Oswal Financial Services Limited (MOFSL) w.e.f August 21, 2018 pursuant to order dated July 30, 2018 issued by Hon'ble National
Company Law Tribunal, Mumbai Bench.
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