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Pharmaceuticals
Another strong quarter on the anvil
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Pharmaceutical companies in Sharekhan’s universe are expected to report 
strong performance for yet another quarter in Q4FY2021 on a y-o-y basis, after 
a phenomenal show in preceding quarters. Management commentaries suggest 
that growth opportunities in the US, India and other exports markets remain 
healthy. Q4FY2021 performance is expected to be driven by growth in API-focused 
companies, which are expected to benefit from a dual sourcing strategy followed 
by global pharma majors. Moreover, India-focused companies, which have a strong 
presence in the chronic therapies are also expected to stage healthy growth 
and also outperform the Indian pharmaceutical market’s (IPM’s) growth. Growth 
in IPM during January and February 2021 stood at 4.5% and 1.1% y-o-y and was 
largely driven by chronic therapies as acute therapies’ performance was weak. 
Companies such as Sun Pharma (with a strong presence in chronic therapies) and 
Cipla (40% of revenues from domestic markets) are likely to post healthy growth. 
In the generics formulations space in the US, companies with a strong product 
portfolio are expected to stage healthy growth as the quantum of new product 
approvals from the regulator (USFDA) has been slower. Also reports indicate of 
increasing pricing pressures in the US generics space, which could restrict growth 
in the quarter. US-focused companies such as Aurobindo are likely to benefit 
from the situation with revenues expected to grow by 8% y-o-y. In addition to this, 
COVID-19-led opportunities could also contribute to performance of companies 
such as Cadila, Cipla among others, though the quantum of benefits is likely to be 
lower (sequentially) given the commencement of vaccination drive world over. Our 
universe of pharmaceutical companies are expected to report an 11% y-o-y revenue 
growth. Our universe’s OPM are expected to expand by 388 bps y-o-y, primarily 
led by favourable mix and focus on cost-control measures. Tracking operating 
performance, the universe’s PAT is expected to stage a sturdy 37.7% y-o-y growth 
in the quarter.  

Outlook

Growth levers intact: Indian pharmaceutical companies are better placed to harness 
opportunities and post healthy growth going ahead. Indian companies are among 
the most competitive globally and hold a sizeable market share in most developed 
as well as other markets. Indian pharmaceutical companies have developed strong 
capabilities over the years, which are depicted in their inherent strength. Moreover, 
other factors such as - 1) improved growth prospects in the US including increasing 
preference for specialty / complex generics and injectables 2) revival in the IPM which 
is expected to stage a double digit growth in FY22, and 3) emerging opportunities in 
the API space would be key growth drivers. This would be complemented by strong 
capabilities developed by Indian companies (leading to a shift towards complex 
molecules and biosimilars) and commissioning of expanded capacities by select 
players over the medium term. Collectively, this points towards a strong growth 
potential going ahead, which would place pharmaceutical companies in a higher 
earnings growth trajectory as compared to slow earnings growth in the recent past. 

Valuation

Sector view - Positive: The pharma index has largely underperformed the benchmark 
indices, considering a longer tenure from around April 2015 till date. Further in a little 
over the past one year, the Nifty Pharma index had bucked its trend and outperformed 
the benchmark, reporting a sturdy 54% return as compared to ~24% return by the 
benchmark. Strong outperformance is expected to continue going ahead as well. 
We see this as the beginning of a multi-year bull run for pharmaceuticals. Indian 
pharmaceutical companies are among most competitive ones globally and, over 
the years, have developed strong capabilities, which have laid the footing for strong 
growth ahead. The confluence of other factors including improved growth prospects 
in exports as well as domestic markets, easing of regulatory pressures, and focus on 
specialty/complex products in addition to emerging opportunities in the API space 
would be key growth drivers. Improving growth prospects in the domestic market 
could benefit India-focused MNCs. Collectively, all this points towards a strong 
growth potential, which would gradually unfold. Consequently, the earnings growth 
trajectory of pharmaceutical companies is expected to improve. Based on this, we 
have a Positive view on the sector.

Key Risks

1) Adverse regulatory changes / delay in approvals could impact the sector’s 
performance. 2) Currency volatility could dent earnings.    

Leaders: Divis Laboratories, Laurus Labs, Granules, Solara Active Pharma Science

Laggards: Torrent Pharma, Shilpa Medicare

Preferred Picks: Aurobindo, Cipla, Divis Laboratories, Laurus Labs, Dr Reddy’s, Lupin, 
Sanofi India, Abbott India, Strides Pharma Sciences, and Gland Pharma. 

Price chart

Q4FY2021 Results Preview

Sector: Pharmaceuticals

Sector View: Positive

Our active coverage universe

Companies
CMP 
(Rs)

Reco.
PT 

(Rs)

Aurobindo  905 Buy  1,100 

Cadila  461 Buy  560 

Cipla  841 Buy  950 

Divis  3,699 Buy  4,500 

Ipca Labs  2,027 Buy  2,560 

Lupin  1,035 Buy  1,350 

Sun Pharma  621 Buy  700 

Torrent Pharma  2,578 Hold  3,100 

Biocon  414 Buy  470 

Granules  331 Buy  475 

Laurus Labs  420 Buy  450 

Sanofi India  8,025 Buy 9,600 

Abbott India  15,315 Buy  19,425 

Strides Pharma 
sciences

 828 Buy  1,020 

Shilpa Medicare  381 Buy  520 

Solara Active 
Pharma

 1,347 Buy  1,700 

Dr Reddys 
Laboratories

 4,690 Buy  6,500 

Gland Pharma  2,506 Buy  3,040 

Source: Sharekhan Research
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Q4FY2021 results estimates

Particulars
Net sales (Rs cr) OPM (%) BPS BPS Adj. PAT (Rs. cr)

Q4FY21E Q4FY20 YoY % QoQ% Q4FY21E Q4FY20 (YoY) (QoQ) Q4FY21E Q4FY20 YoY % QoQ%

Aurobindo 6671.2 6158.4 8.3 4.8 22.0 21.8 18.0 47.6 901.0 849.9 6.0 7.7

Cadila 3844.0 3752.0 2.5 1.3 20.9 21.1 -19.0 -35.9 505.0 444.0 13.7 -4.2

Cipla 5031.7 4376.2 15.0 -2.7 21.9 14.5 741.4 -191.5 609.4 246.0 147.8 -18.5

Divis 1680.0 1389.7 20.9 -1.3 39.9 32.0 794.3 -69.6 467.2 331.2 41.1 -0.2

IPCA 1300.0 1073.8 21.1 -7.8 22.1 15.7 638.5 -394.8 194.8 86.0 126.5 -27.3

Lupin 3979.0 3846.0 3.5 -0.9 16.0 13.7 234.1 -338.6 317.2 306.5 3.5 -27.6

Sun Pharma 8692.6 8185.0 6.2 -1.6 24.5 18.4 611.2 -191.8 1462.7 802.6 82.2 -17.9

Torrent 
Pharma

2000.7 1912.0 4.6 1.5 1.5 1.5 1.5 -5.2 308.0 314.0 -1.9 3.7

Biocon 1999.6 1558.0 28.3 8.0 23.2 20.4 275.0 165.5 203.4 132.0 54.1 20.4

Dr Reddy's 
Lab

4849.3 4448.9 9.0 -1.9 23.5 21.4 214.9 50.3 674.5 781.1 -13.6 8.1

Granules 817.2 599.8 36.2 -3.2 24.7 17.0 767.2 -35.0 122.7 34.7 253.6 -16.4

Laurus Labs 1314.3 839.1 56.6 2.0 29.6 15.6 1404.3 71.6 232.2 49.8 366.3 5.6

Sanofi india* 823.7 784.5 5.0 14.4 24.0 22.5 147.7 81.6 143.2 135.9 5.4 24.3

Abbott India 999.6 961.0 4.0 -8.8 22.0 14.4 759.7 -7.1 172.8 111.0 55.7 -2.4

Strides 
Pharma 
Science

810.3 618.6 31.0 -2.6 19.5 13.5 596.9 34.0 72.3 -18.6 -488.7 51.6

Shilpa 
Medicare

187.0 220.0 -15.0 -2.2 12.0 20.7 -874.9 99.9 9.6 34.6 -72.3 24.7

Solara Active 
Pharma

401.9 296.8 35.4 -5.8 24.3 16.9 740.3 -39.4 57.6 17.8 223.6 -12.5

Gland 
Pharma

825.8 635.2 30.0 -3.9 36.0 37.8 -176.4 525.9 229.0 195.2 17.3 12.2

Grand Total 46227.9 41655.1 11.0 -0.2 22.3 18.4 388.4 -76.2 6682.6 4853.6 37.7 -6.4

* Results for Q1CY2021
Source: Company, Sharekhan Research

Valuation

Particulars CMP (Rs.)
Reco / 

View
PT (Rs.)

EPS (Rs.) P/E (X)

FY21E FY22E FY23E FY21E FY22E FY23E
Active Coverage          

Aurobindo 905.0 Buy 1100 55.8 64.8 77.7 16.2 14.0 11.7

Cadila 461.0 Buy 560 20.2 21.8 24.5 22.8 21.1 18.8

Cipla 841.0 Buy 950 31.3 36.1 43.2 26.9 23.3 19.5

Divis 3699.0 Buy 4500 74.0 97.0 122.4 50.0 38.1 30.2

Ipca Labs 2027.0 Buy 2560 91.8 97.1 106.1 22.1 20.9 19.1

Lupin 1035.0 Buy 1350 23.9 40.7 50.9 43.3 25.4 20.3

Sun Pharma 621.0 Buy 700 24.0 27.6 31.1 25.9 22.5 20.0

Torrent Pharma 2578.0 Hold 3100 77.0 89.2 105.9 33.5 28.9 24.3

Biocon 414.0 Buy 470 8.6 11.8 16.2 48.3 35.1 25.5

Granules 331.0 Buy 475 21.8 25.0 31.8 15.1 13.2 10.4

Laurus Labs 420.0 Buy 450 17.6 20.8 24.7 23.9 20.2 17.0

Sanofi India 8025.0 Buy 9600 225.8 258.5 282.5 35.5 31.0 28.4

Abbott India 15315.0 Buy 19425 346.2 385.5 444.1 44.2 39.7 34.5

Strides Pharma sciences 828.0 Buy 1020 29.2 44.6 60.5 28.3 18.6 13.7

Shilpa Medicare 381.0 Buy 520 18.3 23.7 28.8 20.9 16.1 13.2

Solara Active Pharma 1347.0 Buy 1700 61.6 73.5 94.4 21.9 18.3 14.3

Dr Reddy’s Laboratories 4690.0 Buy 6500 163.4 187.5 243.0 28.7 25.0 19.3

Gland Pharma 2506.0 Buy 3040 61.1 75.5 94.0 41.0 33.2 26.7

Source: Company, Sharekhan Research
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Company-wise key expectations

Company y-o-y (%) q-o-q (%) Comment

Aurobindo Pharma

Total Sales 8.3 4.8 Healthy growth in the US, double digit growth in the European markets, expected 
pick up in the injectables and new launches to drive the topline growth

OPM (BPS) 18.0 47.6 OPMs to be almost flat on a y-o-y basis attributable to a high base in corresponding 
quarter of previous year

Adj. PAT 6.0 7.7 Tracking the operating performance the PAT is expected to grow by 6% 

Cadila

Total Sales 2.5 1.3 Improved performance by the US business, supply opportunities due to COVID-19 
to drive the topline growth, lower other operating income to slow down the top line 
growth on a y-o-y basis

OPM (BPS) -19.0 -35.9 Operating margins to be almost flat on a yoy basis

Adj. PAT 13.7 -4.2 Low interest cost due to debt reduction to result in a strong double digit PAT growth

Cipla

Total Sales 15.0 -2.7 Double digit growth across the India and the exports business, benefits from Covid 
related  Portfolio  and a pick-up in the albuterol in the US markets to drive the 
revenues

OPM (BPS) 741.4 -191.5 Operating margins to expand due to lower operating expenses

Adj. PAT 147.8 -18.5 Tracking the operating performance, the PAT is expected to clock a sturdy y-o-y 
growth 

Divis

Total Sales 20.9 -1.3 Improved opportunities in the API space, incremental capacities to lead to a double 
digit topline growth

OPM (BPS) 794.3 -69.6 Expansion in gross margins coupled with operating leverage benefits to result 
margins expansion

Adj. PAT 41.1 -0.2 Reflecting the operational performance the Adjusted PAT is expected to grow in 
double digits

IPCA

Total Sales 21.1 -7.8 Healthy growth in the exports markets and a sustained momentum in the domestic 
markets to drive the revenue growth

OPM (BPS) 638.5 -394.8 Favorable mix and benefits of operating leverage to result in a sturdy margin 
expansion

Adj. PAT 126.5 -27.3 Reflecting the strong operating performance, PAT is expected to grow in double 
digit on  y-o-y basis 

Lupin

Total Sales 3.5 -0.9 Revenues to grow in mid-single digits backed by pick up in India business While US 
sales expected to remain under pressure.     

OPM (BPS) 234.1 -338.6 Margin expansion attributable to gross margin expansion on a lower base and 
savings in costs 

Adj. PAT 3.5 -27.6 Lower other income to result in a slower earnings growth for the quarter

Sun Pharma

Total Sales 6.2 -1.6 Pick up in the specialty business. Improvement in the domestic sales along with 
traction in other geographies would be the key growth drivers 

OPM (BPS) 611.2 -191.8 OPM expansion attributable to lower operating expenses

Adj. PAT 82.2 -17.9 Tracking the operating performance the earnings are expected to stage a strong 
growth 

Torrent Pharma

Total Sales 4.6 1.5 Topline growth to be supported by a single digit growth in the domestic business; 
however performance of the brazil due to adverse currency movement and 
weakness in US business is expected to result in a slow topline growth.  

OPM (BPS) 1.5 -5.2 EBITDA margins to grow y-o-y largely backed by a lower SGA expenses

Adj. PAT -1.9 3.7 PAT to grow in sturdy double digits

Q4FY2021 Pharma earnings preview
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Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.

Company-wise key expectations

Biocon

Total Sales 28.3 8.0 Strong double digit growth expected due to a sturdy growth in the Biosimilars 
business largely attributable to the low base in the corresponding quarter. 

OPM (BPS) 275.0 165.5 Operating margins to expand largely aided by expansion in the gross margins

Adj. PAT 54.1 20.4 Tracking the operating performance, the earnings are also expected to stage a 
strong double digit growth

Dr Reddy Lab

Total Sales 36.2 -3.2 Topline growth for the quarter to be driven by better traction in the FD segment, 
while API and PFI segment sales likely to grow in double digit on the back of a low 
base 

OPM (BPS) 767.2 -35.0 Marginal contraction in gross margins due to input cost pressures to result in 
marginal OPM contraction sequentially 

Adj. PAT 253.6 -16.4 Tracking the operating performance and a low base of the corresponding quarter 
in the previous year, PAT is expected to grow sturdily 

Laurus Labs

Total Sales 56.6 2.0 Strong growth momentum across segments to drive the revenue growth, though the 
numbers are not comparable on y-o-y basis due to Acquisition of biotech business

OPM (BPS) 1404.3 71.6 Better product mix and operational efficiencies to drive margins and profitability. 

Adj. PAT 366.3 5.6 Sturdy PAT growth expected on account of a strong operating performance

Sanofi India

Total Sales 5.0 14.4 Healthy performance of the Chronic segment to result in a single-digit topline 
growth

OPM (BPS) 147.7 81.6 Better product mix and operational efficiencies to drive margins expansion

Adj. PAT 5.4 24.3 Tracking the operating performance, the earnings are expected to stage a mid-
single digit growth

Abbott India

Total Sales 4.0 -8.8 Sales growth to be in line with the expected growth in IPM

OPM (BPS) 759.7 -7.1 Operating Margins to expand strongly due to low base in the corresponding year 

Adj. PAT 55.7 -2.4 Earnings growth in line with the operating profit growth

Strides Pharma Science

Total Sales 31.0 -2.6 Strong Double digit growth in the US markets due to a low base, double digit growth 
in the regulated as well as emerging markets to result in the sturdy topline growth

OPM (BPS) 596.9 34.0 Margins improvement attributable to a lower cost 

Adj. PAT -488.7 51.6 Adjusted PAT expected at Rs 72 crore as compared to an adjusted loss in Q4FY2021

Shilpa Medicare

Total Sales -15.0 -2.2 Formulations segment performance like to be impacted following the warning 
letter from the USFDA. API segment to clock a steady growth

OPM (BPS) -874.9 99.9 Margins expected to contract following a decline in the revenues

Adj. PAT -72.3 24.7 Pat to decline reflecting the weak operating performance

Solara Active Pharma 

Total Sales 35.4 -5.8 Strong growth in the API segment, ramp up in incremental capacities at Vizag 
Phase I to aid revenues growth

OPM (BPS) 740.3 -39.4 Lower operating expenses to aid the OPM expansion on y-o-y basis

Adj. PAT 223.6 -12.5 PAT to stage a strong double digit growth reflecting the operating performance

Gland Pharma

Total Sales 30.0 -3.9 Strong growth on account of expected traction in the business and a low base 

OPM (BPS) -176.4 525.9 Contraction in gross margins to lead to a OPM contraction on YoY basis; sequentially 
the margins set to stage a strong recovery

Adj. PAT 17.3 12.2 PAT to stage a double digit growth YoY

Source: Company, Sharekhan Research



Disclaimer: This document has been prepared by Sharekhan Ltd. (SHAREKHAN) and is intended for use only by the person or entity 
to which it is addressed to. This Document may contain confidential and/or privileged material and is not for any type of circulation 
and any review, retransmission, or any other use is strictly prohibited. This Document is subject to changes without prior notice. 
This document does not constitute an offer to sell or solicitation for the purchase or sale of any financial instrument or as an official 
confirmation of any transaction. Though disseminated to all customers who are due to receive the same, not all customers may 
receive this report at the same time. SHAREKHAN will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is obtained from publicly available data or other sources believed to be reliable and SHAREKHAN 
has not independently verified the accuracy and completeness of the said data and hence it should not be relied upon as such. While 
we would endeavour to update the information herein on reasonable basis, SHAREKHAN, its subsidiaries and associated companies, 
their directors and employees (“SHAREKHAN and affiliates”) are under no obligation to update or keep the information current. Also, 
there may be regulatory, compliance, or other reasons that may prevent SHAREKHAN and affiliates from doing so. This document is 
prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Recipients 
of this report should also be aware that past performance is not necessarily a guide to future performance and value of investments 
can go down as well. The user assumes the entire risk of any use made of this information. Each recipient of this 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. We do not undertake to 
advise you as to any change of our views. Affiliates of Sharekhan may have issued other reports that are inconsistent with and reach 
different conclusions from the information presented in this report.

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 SHAREKHAN 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.

The analyst certifies that the analyst has not dealt or traded directly or indirectly in securities of the company and that all of the 
views expressed in this document accurately reflect his or her personal views about the subject company or companies and its or 
their securities and do not necessarily reflect those of SHAREKHAN. The analyst and SHAREKHAN further certifies that neither he 
or his relatives or Sharekhan associates has any direct or indirect financial interest nor have actual or beneficial ownership of 1% or 
more in the securities of the company at the end of the month immediately preceding the date of publication of the research report 
nor have any material conflict of interest nor has served as officer, director or employee or engaged in market making activity of the 
company. Further, the analyst has also not been a part of the team which has managed or co-managed the public offerings of the 
company and no part of the analyst’s compensation was, is or will be, directly or indirectly related to specific recommendations or 
views expressed in this document. Sharekhan Limited or its associates or analysts have not received any compensation for investment 
banking, merchant banking, brokerage services or any compensation or other benefits from the subject company or from third party 
in the past twelve months in connection with the research report. 

Either, SHAREKHAN or its affiliates or its directors or employees / representatives / clients or their relatives may have position(s), make 
market, act as principal or engage in transactions of purchase or sell of securities, from time to time or may be materially interested 
in any of the securities or related securities referred to in this report and they may have used the information set forth herein before 
publication. SHAREKHAN may from time to time solicit from, or perform investment banking, or other services for, any company 
mentioned herein. Without limiting any of the foregoing, in no event shall SHAREKHAN, any of its affiliates or any third party involved 
in, or related to, computing or compiling the information have any liability for any damages of any kind.

Compliance Officer: Mr. Joby John Meledan; Tel: 022-61150000; email id: compliance@sharekhan.com;

For any queries or grievances kindly email igc@sharekhan.com or contact: myaccount@sharekhan.com

Registered Office: Sharekhan Limited, 10th Floor, Beta Building, Lodha iThink Techno Campus, Off. JVLR, Opp. Kanjurmarg 
Railway Station, Kanjurmarg (East), Mumbai – 400042, Maharashtra. Tel: 022 - 61150000. Sharekhan Ltd.: SEBI Regn. Nos.: BSE 
/ NSE / MSEI (CASH / F&O / CD) / MCX - Commodity: INZ000171337; DP: NSDL/CDSL-IN-DP-365-2018; PMS: INP000005786;  
Mutual Fund: ARN 20669; Research Analyst: INH000006183;

Disclaimer: Client should read the Risk Disclosure Document issued by SEBI & relevant exchanges and the T&C on www.sharekhan.com; 
Investment in securities market are subject to market risks, read all the related documents carefully before investing.

Know more about our products and services

For Private Circulation only


