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January 12, 2021

Domestic revival, exports traction hint at normalcy
convergence...

The I-direct healthcare universe (12 coverage companies) is expected to post
decent YoY growth of ~10% to ¥ 44685 crore led by a significant revival in
domestic sales and growth in US formulations led by new launches and
specialty ramp-up. Domestic growth is expected to be led by partial recovery
in acute segment, reasonable traction in the chronic segment and Covid-
related product sales supported by sequentially higher MR footfalls. US
formulations are expected to grow due to ramp-up in specialty products and
new launches supported by currency tailwinds.

The US (select pack) portfolio is expected to grow ~7% YoY to X 12808 crore
due to 1) YoY strengthening of US$ vs. rupee (3.6%), 2) new launches (Dr
Reddy’s) and 3) increased traction/recovery in specialty, injectable portfolios
(Albuterol - Cipla, Lupin, Insulin — Biocon, Injectables - Aurobindo). Domestic
formulations (select pack) are expected to grow ~10% to I 9908 crore.
Europe is expected to grow ~15% YoY driven by new launches, ramp-up in
existing products and currency benefits. APl segment is also expected to
post strong ~16% YoY growth on the back of a low base effect and short-
term opportunities amid Covid. On the hospitals front, continued QoQ
recovery in occupancies is visible as the pandemic situation becomes
manageable. In turn, this is expected to improve performance sequentially.

On the companies front, four out of 10 companies are likely to report +15%
YoY growth. Key outlier Divi's Lab is likely to register above 25% growth in
revenues amid steady growth in Generics and Custom Synthesis.

EBITDA to improve ~19% YoY; margins to improve 167 bps

EBITDA of the I-direct healthcare universe is expected to grow 18.7% YoY to
¥ 10052 crore. EBITDA margins are likely to improve 167 bps YoY to 22.5%
on the back of continued lower than pre-Covid marketing & travel costs
(albeit higher than Q2FY21).

Adjusted net profit to grow 30%

Adjusted net profit is expected to grow 30% YoY to T 5794 crore due to a
strong operational performance and lower other income.

Exhibit 1: Estimates for Q3FY21E (X crore)

Company Revenue Change (%) EBITDA Change (%) PAT Change (%)
Q3FY21E YoY QoQ Q3FY21E YoY QoQ213FY21E YoY Qo0
Alembic Pha 1422.8 17.7% -2.4% 398.4 22.6% -10.2% 280.9 19.9% -15.7%
Apollo Hospi 2832.5 -2.7% 2.6% 356.8 -17.0% 19.0% 55.2 -40.1% 97.4%
Aurobindo 6619.9 12.3% 2.1% 1373.5 13.7% -4.1% 855.9 19.1% 6.2%
Biocon 2018.1 15.4% 15.7% 481.4 8.4% 23.0% 199.7 -1.5% 18.0%
Cadila HC 3906.3 7.4% 2.3% 828.0 19.4% -4.1% 495.0 31.9% -14.4%
Cipla 5057.6 15.7% 0.4% 1112.7 46.7% -5.4% 608.1 73.2% -8.6%
Divi's Lab 1770.3 26.8% 1.2% 699.3 41.6% -5.6% 491.8 36.9% -5.4%
Dr Reddy's™ 5014.3 14.0% 2.1% 1172.1 13.7% 1.4% 634.1 -0.7% -17.8%
Ipca Lab 13745 13.3% 1.0% 358.4 31.0% -0.5% 261.9 32.5% -1.9%
Lupin** 3960.8 5.1% 3.3% 653.5 51.9% 12.5% 303.8 148.2% 44.0%
Sun Pharma 8636.0 5.9% 1.0% 1986.3 7.9% -9.4% 1319.0 44.4% -27.2%
Torrent Phan 2071.6 5.4% 2.7% 631.9 17.0% -0.5% 288.5 14.9% -6.9%
Total 44684.8 9.9% 2.2% 10052.4 18.7% -2.2% 5794.0 30.0% -10.5%

Source: Company, ICICI Direct Research,; *adjusted Q3FY20 exceptional expense in EBITDA, tax; **adjusted exceptional items,
tax
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US approvals for Q3FY21 (Select pack)

Company Final Tentative
Alembic Pharma 6 2
Aurobindo Pharma 11 1
Cadila Healthcare 4 4
Cipla 0 0
Dr. Reddy's Labs 6 3
Lupin 4 1
Sun Pharma 0 2

Currency Movement

130 4

120 4

N M

100 -

90 T T T T T 1
() (=) [=2] (=2} o o —
— — — - ~ ~ o~
53 53 5 3 3

USDINR ~ —— EUROINR

Source: Bloomberg

Top Picks

Divi's Laboratories
Cipla

Research Analysts

Siddhant Khandekar
siddhant.khandekar@icicisecurities.com

Mitesh Shah
mitesh.sha@icicisecurities.com

Sudarshan Agarwal
sudarshan.agarwal@icicisecurities.com

e
(&)
S
©
D
(%}
(<b]

oc
>

=
=
o

L

‘©

+—
<5}

o

I
n
(<b]

=
=
=
(&]
(<b]
wn
=]
O



mailto:cheragh.sidhwa@icicisecurities.com

€7  Result Preview | Q3FY21E

ICICI Direct Research

Exhibit 2: Company Specific view Expected growth in Domestic formulations
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Revenues are expected to grow 17.7% Y oY to Y1423 crore on the back of 10%
growth expected in domestic market. Internationally, RoW markets are
expected to continue their strong performance with serialisation issues having
been resolved. US is expected to grow 8% to US$78 million. APl segment is
also expected to post strong growth of 40% amid a lower base and strong
demand. EBITDA margins are likely to increase 112 bps to ~28% amid better
gross margins and lower other expenditure. Net profit is expected to grow
~20% YoY to ~X281 crore

Consolidated sales are likely to grow 2.6% QoQ to ¥2832 crore. Growth of 49%
QoQ is expected in the hospitals segment as occupancy levels reach +60%
levels. The pharmacy distribution segment (~85% of standalone pharmacy) is
expected to clock ¥ 1237 crore contribution to topline. EBITDA margins are
likely to improve 174 bps QoQ to 12.6% . Subsequently, Apollo is expected to
register a net profit of 55 crore in the quarter, up 97% sequentially

Revenues are expected to grow 12.3% YoY to T 6620 crore on the back of
continued traction in Europe, US supported by currency tailwinds. US
injectables are expected to continue to be impacted (albeit better than Q2)
tracking Covid impact on US hospitals. Natrol sale completed in December will
also skew US sales slightly negative. ARV is expected to remain strong amid
EFV to DTG transition. API sales are expected to remain stable sequentially.
EBITDA margins are likely to increase 26 bps to ~20.7% . Net profit is expected
to grow 19.1% YoY to ~X856 crore

Revenues are likely to grow 15.4% Y oY %2018 crore amid continuing traction in
Generics segment and 16% YoY expected growth to ¥602 crore in contract
research segment. Biosimilars are expected to grow ~10% Y oY on the back of
traction in Ogivri (Trastuzumab) and ramp-up of insulin Glargine along with
currency tailwinds. EBITDA margins are expected to decline 156 bps to 23.9%
due to higher R&D and other expenditure. Net profit is expected to decline
1.5% Y oY to ~X200 crore, due to higher depreciation

Revenues are expected to grow 7.4% YoY to Y3906 crore mainly due to 13%
growth in the domestic markets to ¥ 1029 crore supported by Covid related
products and a 6.7% YoY growth in US to ¥1788 crore. EBITDA margins are
likely to improve 214 bps YoY to ~21.2% mainly due to lower travel &
marketing spends. Subsequently, net profit is expected to grow ~32% YoY to R
495 crore on the back of a better operational performance

Revenues are expected to grow 15.7% YoY to ¥ 5058 crore on the back of
strong domestic growth of 15% Y oY supported by Covid related product sales.
E xport formulations are also expected to grow 20.5% YoY with gProAir ramp-
up in US and Covid related opportunities in RoW markets. API| exports are
expected to grow 15% YoY but flat sequentially. EBITDA margins are expected
to improve 465 bps to ~22% YoY mainly due to significantly lower other
expenditure and lower R&D. Net profit is expected to grow 73.2% YoY to 3608
crore in line with a strong operational performance

Revenues are expected to grow 26.8% YoY to T 1770 crore on the back of
strong growth in the Generic and custom synthesis segments. EBITDA
margins are expected to improve 413 bps to ~39.5% YoY mainly due to better
gross margins due to a change in the product mix and backward integration.
Net profit is expected to grow 36.9% Y oY to ¥492 crore in line with operational
performance

Revenues are likely to grow 14% YoY to ¥5014 crore. US formulations are
likely to grow ~16% YoY to 1857 crore driven by currency tailwinds and new
launches. Domestic segment is expected to grow 21% YoY due to integration
of Wockhardt portfolio. PSAIl is expected to maintain its growth momentum
growing 22% Y oY to %842 crore. Adjusted EBITDA margins are likely to remain
stable at ~23.4% . Adjusted P AT is expected to remain flattish at ¥634 crore

Revenues are expected to grow ~13% YoY to ¥ 1374 crore due to overall
growth. Domestic formulations are expected to grow 8% YoY to ¥524 crore.
E xport formulations are also expected to post robust growth of ~18% to T417
crore led by continued opportunity for HCQS in ex-US markets. Similarly, API
segment is also expected to grow 18% YoY as it continues to benefit from
chloroquine based opportunities. EBITDA margins are likely to improve 351 bps
YoY to 26.1% mainly due to change in product mix and lower marketing and
travel spend. Net profit is expected to increase ~32.5% YoY to T262 crore

Source: Company, ICICI Direct Research
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India

(Ter)  3FY21E13FY20 % 2FY21 %

Alembic 405 368 10.0 415 -2.5
Cadila 1,029 910 13.0 1,087 -5.4
Ipca 524 486 8.0 535 -2.1
Lupin 1,362 1,297 5.0 1,332 2.2
Cipla 2,044 1,777 15.0 2,090 -2.2
Dr Redd 927 764 21.4 912 1.6
Sun Phe 2,643 2,517 5.0 2,531 4.4
Torrent 976 871 12.0 963 1.3
Total 9908 8989 10.2 9866 0.4

us

(Ter)  3FY21E13FY20 % 2FY21 %

Alembic 577 515 11.9 582 -0.9
Aurobinc 3,156 2,969 6.3 3,190 -1.1
Cadila 1,788 1,675 6.7 1,709 4.6
Cipla 1,111 946 17.4 1,049 5.9
Lupin 1,434 1,377 4.2 1,398 2.5
DrRedd 1,857 1,600 16.1 1,833 1.3
Sun Phe 2,580 2,492 3.5 2,492 3.5
Torrent 306 381 -19.7 327 -6.4
Total 12808 11956 7.1 12580 1.8

Europe

(Rer) 3FY21E13FY20 % 2FY21 %

Aurobinc 1,617 1,476 9.6 1,515 6.8
Cadila 55 49 12.0 55 1.3
Cipla 247 190 30.0 247 0.0
Dr Redd 387 309 25.0 375 3.0
Lupin 165 144 15.0 192 -14.0
Torrent 263 219 20.0 261 0.7
Total 2734 2388 14.5 2645 3.4

Expected growth in APl segment

(Zcr)
Aurobin(
Alembic
Cadila
Divi's La
Ipca Lak
Lupin
Cipla
Dr Redd
Sun Phe
Total

829
248
154
905
337
381
190
843
528
4414

API

790
177
163
724
285
317
165
691
503
3815

3FY21E13FY20 %

5.0
40.0
-5.0
25.0
18.0
20.0
15.0
22.0
5.0
15.7

2FY21 %

829 0.0
263 -5.8
160 -3.3
883 2.5
381 -11.6
374 1.8
189 0.4
851 -0.9
510 3.5
4439 -0.6
2
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Exhibit 3: Company Specific view (Continued)

Revenues are expected to grow 5% YoY to ¥ 3961 crore. US sales are
expected to grow 4% Y oY due to ramp up in Albuterol sales partially offset by
decline in Solosec prescriptions. India business is expected to grow 5% YoY
to ¥1362 crore. EBITDA margins are likely to improve 509 bps to 16.5% mainly
due to lower employee cost and other expenditure. Adjusted PAT is expected
to come in at ¥304 crore

Lupin

Revenues are likely to grow ~6% YoY to I8636 crore led by 10% growth in
RoW and emerging markets. Domestic sales are expected to grow 5% Y oY to
%2643 crore, whereas US is expected to grow ~3.5% YoY to ¥2580 crore amid
sequential ramp-up in speciality portfolio. Taro's sales are expected to decline
2% YoY on constant currency basis amid continued pressure on dermatology
portfolio. EBITDA margins are expected to improve 42 bps YoY to 23% mainly
due to a better product mix. Net profit is expected to grow 44.4% to ¥1319
crore. Delta vis-a-vis EBITDA is mainly due to lower depreciation and interest

Sun Pharma

Revenues are expected to grow 5.4% YoY to ¥2072 crore with domestic sales
growing 12% YoY to ¥976 crore partially offset by continued decline in US
sales. EBITDA margins are expected to improve 303 bps to 30.5% due to lower
marketing and travel spend. Net profit is expected to increase ~15% YoY to R
289 crore

Source: Company, ICICI Direct Research

Torrent
Pharma

Company I-Direct CMP TP ating M Cap EPS (3 PE(x) RoCE (%) RoE (%)
Code (3 (] (Rer) FY19 FY20 Y21E Y22E FY19 FY20FY21E Y22E FY19:Y20'21E '22E Y19 FY20 'Y21E Y 22E
Alembic Pharm\LEMPHA 1092 1,170 Buy 21460 31.4 46.3 61.5 48.8 34.7 23.6 17.8 22.4 19.6 21.0 22.7 17.0 21.8 27.1 23.5 16.2

Apollo Hospital APOHOS 2550 2,310 Hold 35479 16.2 22.3 -1.6 36.1 157.1 114.2 NA 70.7 8.810.2 4.9 13.0 7.1 9.7 -0.5 10.0
Aurobindo Pha AURPHA 965 1,025 Buy 56537 41.9 48.8 55.1 61.7 23.0 19.8 17.5 156 159 17.2 17.9 17.3 17.7 17.0 14.3 13.9

Biocon BIOCON 471 500 Buy 56526 6.2 58 7.5 153 759 81.0 63.1 30.8 10.9 10.2 10.7 17.9 12.2 10.4 11.9 20.0
Cadila Healthci CADHEA 493 555 Buy 50501 18.1 14.0 20.1 22.0 27.3 353 24.6 224 12.8 10.7 13.7 14.2 17.8 13.8 15.9 15.3
Cipla CIPLA 857 965 Buy 69077 18.6 19.2 28.6 30.2 46.1 44.6 30.0 28.4 10.9 12.0 16.0 15.4 10.0 9.8 13.0 12.4
Divi's Lab DIVLAB 3823 4,425 Buy 101478 51.0 51.9 74.1 89.8 75.0 73.7 51.6 42.6 25.5 23.9 28.8 28.6 19.4 18.8 22.5 22.3

DrReddy's Lat DRREDD 5417 5,770 Buy 90072 114.6 121.8 153.6 195.4 47.2 445 353 27.7 10.7 9.6 17.7 19.3 13.6 13.0 14.3 15.8
Ipca Laboratori IPCLAB 2113 2,665 Buy 26796 34.9 47.6 93.5 89.8 60.6 44.4 22.6 23.5 15.0 17.6 27.3 21.8 14.2 16.6 24.8 19.3
Lupin LUPIN 1076 985 Hold 48780 16.5 -12.7 21.7 38.6 65.0 NA 495 27.9 9.4 9.7 86 136 54 -46 7.3 11.7
Sun Pharma SUNPHA 621 585 Buy 148947 15.9 16.8 25.7 23.2 39.2 37.0 24.1 26.7 10.3 10.0 11.9 123 9.2 8.9 13.0 10.6
Torrent Pharme TORPHA 2853 3,135 Buy 48281 48.9 60.6 70.6 85.8 58.3 47.1 40.4 33.3 14.2 154 17.9 20.2 17.5 21.2 20.9 21.3

Source: ICICI Direct Research, Bloomberg
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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: -56% to -15%;

Sell: <-15%
\@1cict direct.com| 1 !
!n'llln'-rullz::’qulhnguhpl : BHOB{EH ‘
ICICI Securities Ltd. | 755 akming | ‘
Analyst Award 2012 L:
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

ICICI Securities |Retail Research 4



ﬂ Result Preview | Q3FY21E ICICI Direct Resea

ANALYST CERTIFICATION

I/We, Siddhant Khandekar, Inter CA, Mitesh Shah, (cleared all 3 levels of CFA), Sudarshan Agarwal, PGDM (Finance), 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. 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 is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited R h Analyst 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 i might have ir banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited 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

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, and 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 and ICICI Securities as a entity 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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