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CMP: | 8395    Target: | 9820 (17%)  Target Period: 12 months  

Sanofi India (SANOFI) 

 BUY 

October 28, 2020  

Margins upbeat despite Covid-19 disturbances... 

Sanofi’s Q3CY20 revenues de-grew 11.9% YoY to | 687 crore mainly due to 

the full impact of divesture of a few products to Zentiva (Ankaleshwar slump 

sale) and continued impact of Covid-19 on some therapies. EBITDA margins 

improved 547 bps YoY to 28.0% due to lower other expenditure, better 

gross margins. Subsequently, EBITDA grew 9.5% YoY to | 192 crore. 

Reported PAT grew 5% YoY to | 133 crore. Delta vis-a-vis EBITDA was due 

to lower tax rate in Q3CY19. 

 “Power brands” continue to grow ahead of industry growth 

Sanofi’s top five brands (Lantus, Combiflam, Allegra, Amaryl, Clexane) 

together posted revenue CAGR of 11.5% (MAT September 16-20), leading 

their combined sales contribution to grow from 37% in September 2016 to 

nearly 43% in September 2020. Note that four core brands (Lantus, Amaryl, 

Clexane, Avil) are under price control. We expect future launches from its 

global staple along with brand extensions and access to innovative 

molecules from global parent like the recently launched anti-diabetic Toujeo 

to drive growth. 

Zentiva transaction closes - margins, return ratios to improve 

The company has closed the Zentiva transaction for a total consideration of 

~| 321 crore of which ~ | 293 crore has been received with balance to be 

received post complete transfer of products (by the end of CY21). Post this 

divestiture, we expect extended focus on branded formulations business 

that typically fetches better margins vis-à-vis third party contracts. We 

expect EBITDA margins to improve ~364 bps to 25.3% in CY19-22E due to 

a change in product mix, new product launches, volume led growth in top 

brands and intermittent price hikes in its portfolio. Core RoE (excluding cash) 

is expected to improve from 26.6% in CY19 to 48.4% in CY22E. 

Valuation & Outlook 

Despite Covid-19, the company posted a decent 9MCY20 operational 

performance with EBITDA growing 12.1% YoY to | 546 crore mainly on the 

back of reduced other expenses (down 21% YoY) likely stemming from cost 

rationalisation, reduced marketing & promotional spends. Going ahead, we 

expect marketing spends to be lower than their historical trends on the back 

of higher adoption of digital marketing tools amid Covid-19. Sanofi remains 

one of the fastest growing companies in India in anti-diabetic therapy. It 

launched Toujeo within just three years of its launch in the US, which 

suggests it is prepared to launch core innovative products in India banking 

on growth prospects in the anti-diabetic category. A strong growth track in 

top brands, measured new launches (including innovative launches) besides 

strong balance sheet and comfort on corporate governance front are some 

key attributes of MNC pharma companies including Sanofi. We maintain 

BUY with a target price of | 9820 (35x CY22E EPS of | 280.5). 

 

 

 

 

 

 

 

 

 

Key Financial Summary 

 

Source: ICICI Direct Research; Company 

 

| C ro re C Y19 C Y20E C Y21E C Y22E C AG R  C Y19-22 (%)

R evenues 3070.6 2908.3 3071.5 3367.8 3.1

E B ITD A 665.3 739.7 769.9 852.3 8.6

E B ITD A margins  (% ) 21.7 25.4 25.1 25.3

Net P rofit 414.2 495.5 568.2 646.0 16.0

E P S  (|) 205.6 236.6 246.7 280.5

P E  (x) 46.7 39.0 34.0 29.9

M.C ap/ R evenues  (x) 6.3 6.6 6.3 5.7

E V  to E B ITD A (x) 27.4 24.8 23.5 20.9

R oC E  (% ) 26.0 33.5 30.2 30.1

R O E  (% ) 19.4 25.7 23.7 23.6
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Exhibit 1: Power brands (| crore) 

 

Source: AIOCD (MAT values), Company; *ex-vaccines  

 

Exhibit 2: Therapeutic break-up (| crore) 

 

Source: AIOCD (MAT values), Company; *ex-vaccines 

 

 

Exhibit 3: Revenue break-up (| crore) 

 

Source: AIOCD; Company 

  

Bra nd The ra p y  S EP  16  S EP  17  S EP  18  S EP  19  S EP  20 C AG R  16-20

LANTUS ANTI D IAB E TIC 278.2 358.3 421.6 499.4 530.2 17.5

C O MB IF LAM P AIN / ANALG E S IC S176.8 201.1 172.0 182.8 196.0 2.6

ALLE G R A R E S P IR ATO R Y 123.3 142.7 166.7 186.7 180.8 10.0

AMAR Y L  M ANTI D IAB E TIC 100.5 134.8 139.5 159.8 152.5 11.0

C LE XANE C AR D IAC 102.4 107.9 103.7 113.4 146.4 9.4

Top  5 b ra nd s 781.3 944.8 1003.5 1142.1 1206.0 11.5

 as  %  of AIO C D  sales* 37% 42% 41% 41% 43%

The ra p y  S EP  16  S EP  17  S EP  18  S EP  19  S EP  20 C AG R  16-20

ANTI D IAB E TIC 565.5 687.7 788.8 942.3 981.9 14.8

C AR D IAC 426.2 415.2 436.9 485.6 518.1 5.0

R E S P IR ATO R Y 248.0 265.5 311.9 321.3 342.2 8.4

P AIN / ANALG E S IC S 249.1 271.4 249.5 268.9 268.7 1.9

NE UR O  / C NS 188.7 187.2 193.8 224.5 217.0 3.6

G AS TR O  INTE S TINAL 156.7 151.6 180.1 210.6 193.3 5.4

V ITAMINS  / MINE R ALS  / NUTR IE NTS95.4 103.2 127.3 147.4 134.4 8.9

ANTI-INF E C TIV E S 117.0 101.9 103.4 110.7 98.1 -4.3

Top  the ra p ie s 2046.7 2183.8 2391.8 2711.1 2753.6 7.7

To ta l AIO C D sa le s* 2104.8 2238.8 2448.7 2774.4 2816.9 7.6

CY16 CY17 CY18 CY19 CY20E CY21E CY22E

Domestic 1,647.8 1,798.4 1,951.5 2,148.6 2,234.5 2,502.7 2,753.0

E xport 640.1 665.2 819.3 922.0 666.3 537.1 580.0

Tota l 2,287.9 2,463.6 2,770.8 3,070.6 2,900.8 3,039.8 3,333.0
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Financial Summary 

Exhibit 4: Profit & Loss (| crore) 

 

Source: ICICI Direct Research 

 

Exhibit 5: Cash Flow Statement (| crore) 

 

Source: ICICI Direct Research 

 

Exhibit 6: Balance Sheet (| crore) 

 

Source: ICICI Direct Research 

 

Exhibit 7: Key Ratios (| crore) 

 

Source: ICICI Direct Research 

 

  

(Ye a r-e nd  Ma rch ) C Y19 C Y20E C Y21E C Y22E

Total O perating Income 3,070.6 2,908.3 3,071.5 3,367.8

G rowth (% ) 10.8 -5.3 5.6 9.6

R aw Materia l E xpenses 1,347.4 1,252.7 1,306.8 1,424.2

G ross  P rofit 1,723.2 1,655.6 1,764.6 1,943.6

G ross  P rofit Margins  (% ) 56.1 56.9 57.5 57.7

E mployee E xpenses 449.7 462.6 475.2 521.7

O ther E xpenditure 608.2 453.3 519.5 569.6

Total O perating E xpenditure 2,405.3 2,168.7 2,301.6 2,515.5

EBITDA 665.3 739.7 769.9 852.3

G rowth (% ) 6.7 11.2 4.1 10.7

Interes t 0.3 1.8 0.0 0.0

D epreciation 99.9 82.4 87.0 89.6

O ther Income 94.1 89.4 76.8 101.0

P BT b e fo re  Exce p tiona l Ite m s659.2 744.8 759.7 863.7

Less : E xceptional Items 59.3 49.5 0.0 0.0

P B T after E xceptional Items 599.9 695.3 759.7 863.7

Total Tax 185.7 199.9 191.4 217.7

P AT before MI 414.2 495.5 568.2 646.0

P AT 414.2 495.5 568.2 646.0

G rowth (% ) 8.8 19.6 14.7 13.7

EP S  (Ad juste d ) 205.6 236.6 246.7 280.5

(Ye a r-e nd  Ma rch ) C Y19 C Y20E C Y21E C Y22E

P rofit/(Loss ) after taxation 371.6 495.5 568.2 646.0

Add: D epreciation & Amortiz ation 99.9 82.4 87.0 89.6

Net Increase in C urrent Assets -83.3 22.0 -52.9 -84.6

Net Increase in C urrent L iabilities 45.6 14.0 56.4 76.1

O thers  -21.5 1.8 0.0 0.0

C F  from  O p e ra ting  a ctivitie s 412.3 615.7 658.7 727.1

Inves tments 0.0 0.0 0.0 0.0

(P urchase)/S ale of F ixed Assets -75.3 243.0 -23.0 -50.0

O thers  143.8 -30.0 -55.0 -60.5

C F  from  Inve sting  a ctivitie s 68.5 213.0 -78.0 -110.5

(inc)/D ec in Loan 0.0 0.0 0.0 0.0

D ividend & D ividend tax -183.2 -968.9 -322.4 -299.4

O ther 0.0 -1.8 0.0 0.0

C F  from F inancing activities -183.2 -970.7 -322.4 -299.4

Ne t C a sh  F low 297.6 -142.1 258.3 317.2

C ash and C ash E quivalent 831.9 1,129.5 987.4 1,245.7

C a sh 1,129.5 987.4 1,245.7 1,562.9

F re e  C a sh  F low 337.0 858.7 635.7 677.1

(Ye a r-e nd  Ma rch ) C Y19 C Y20E C Y21E C Y22E

E quity C apita l 23.0 23.0 23.0 23.0

R eserve and S urplus 2,419.3 2,098.8 2,371.6 2,718.3

Total S hareholders  funds 2,442.3 2,121.8 2,394.6 2,741.3

Total D ebt 0.0 0.0 0.0 0.0

D eferred Tax L iability 44.6 49.1 54.0 59.4

Long-Term P rovis ions 0.0 0.0 0.0 0.0

O ther Non C urrent L iabilities 54.1 59.5 65.5 72.0

S ource  o f F und s 2,541.0 2,230.4 2,514.1 2,872.6

G ross  B lock  - F ixed Assets 846.0 896.0 946.0 996.0

Accumulated D epreciation 420.4 502.8 589.8 679.5

Net B lock 425.6 393.2 356.2 316.5

C apita l WIP 17.4 17.4 17.4 17.4

G oodwill on C onsolidation 73.1 73.1 73.1 73.1

F ixed Assets 516.1 483.7 446.7 407.0

Inves tments 0.0 0.0 0.0 0.0

O ther non-C urrent Assets 7.1 7.8 8.6 9.5

Inventory 469.6 444.8 469.7 515.0

D ebtors 224.0 212.2 224.1 245.7

Loans  and Advances 1.5 1.65 1.815 1.9965

O ther C urrent Assets 304.7 159.2 175.1 192.6

C ash 1,129.5 987.4 1,245.7 1,562.9

Total C urrent Assets 2,129.3 1,805.2 2,116.4 2,518.2

C reditors 368.9 349.4 369.0 404.6

P rovis ions 196.7 216.4 238.0 261.8

O ther C urrent L iabilities 137.8 151.6 166.7 183.4

Total C urrent L iabilities 703.4 717.4 773.7 849.8

Long Term Loans  and Advances591.9 651.1 716.2 787.8

Net C urrent Assets 1,425.9 1,087.8 1,342.6 1,668.3

Ap p lica tion  o f F und s 2,541.0 2,230.4 2,514.1 2,872.6

(Ye a r-e nd  Ma rch ) C Y19 C Y20E C Y21E C Y22E

P e r sha re  d a ta  (|)

R eported E P S 179.8 215.1 246.7 280.5

C ash E P S  -215.1 96.6 116.7 150.5

B V  per share 1,060.5 921.3 1,039.8 1,190.3

C ash per S hare 490.4 428.7 540.9 678.6

D ividend per share 420.7 140.0 130.0 130.0

O p e ra ting  R a tios (%)

G ross  P rofit Margins 56.1 56.9 57.5 57.7

E B ITD A margins 21.7 25.4 25.1 25.3

P AT Margins 15.4 18.7 18.5 19.2

C ash C onvers ion C ycle 38.6 38.6 38.6 38.6

Asset Turnover 3.6 3.2 3.2 3.4

E B ITD A convers ion R ate 62.0 83.2 85.6 85.3

R e tu rn  R a tios (%)

R oE 19.4 25.7 23.7 23.6

R oC E 26.0 33.5 30.2 30.1

R oIC 40.6 53.6 54.6 59.0

V a lua tion  R a tios (x )

P /E  46.7 39.0 34.0 29.9

E V  / E B ITD A 27.4 24.8 23.5 20.9

E V  / Net S ales 5.9 6.3 5.9 5.3

Market C ap / S ales 6.3 6.6 6.3 5.7

P rice to B ook  V alue 7.9 9.1 8.1 7.1

S o lve ncy R a tios

D ebt / E B ITD A 0.0 0.0 0.0 0.0

D ebt / E quity 0.0 0.0 0.0 0.0

C urrent R atio 1.4 1.1 1.1 1.1
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RATING RATIONALE 

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorises them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined as 

the analysts' valuation for a stock 

 

Buy: >15%; 

Hold: -5% to 15%; 

Reduce: -5% to -15%; 

Sell: <-15% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

 

 
research@icicidirect.com 
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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. 
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Securities Limited is a SEBI registered Research Analyst with SEBI Registration Number – INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI 
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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.  
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Research Reports. 

 

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 
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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 
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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.  
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