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Estimate change  
TP change  
Rating change  

 
Bloomberg ALPM IN 

Equity Shares (m) 189 

M.Cap.(INRb)/(USDb) 155.9 / 2.1 

52-Week Range (INR) 1150 / 721 

1, 6, 12 Rel. Per (%) 2/-39/-55 

12M Avg Val (INR M) 394 

 

Financials & Valuations (INR b) 

Y/E MARCH 2021 2022E 2023E 

Sales 53.9 53.5 59.1 

EBITDA 15.6 10.7 13.5 

Adj. PAT 11.8 7.1 9.0 

EBIT Margin (%) 25.5 15.9 18.5 

Cons. Adj. EPS (INR) 59.9 35.9 45.6 

EPS Gr. (%) 36.3 -40.1 26.8 

BV/Sh. (INR) 260.9 284.8 318.3 

Ratios       

Net D:E 0.0 0.0 0.0 

RoE (%) 29.7 13.7 15.7 

RoCE (%) 21.6 12.3 14.2 

Payout (%) 20.1 33.5 26.4 

Valuations       

P/E (x) 13.4 22.3 17.6 

EV/EBITDA (x) 11.8 17.1 13.4 

Div. Yield (%) 1.3 1.3 1.3 

FCF Yield (%) 0.0 0.0 0.0 

EV/Sales (x) 3.4 3.4 3.1 

 
Shareholding pattern (%) 
As On Sep-21 Jun-21 Sep-20 

Promoter 69.5 69.5 69.8 

DII 11.4 11.3 9.4 

FII 5.5 6.4 7.0 

Others 13.6 12.9 13.8 

FII Includes depository receipts 
 

 

 CMP: INR793                 TP: INR860 (+8%)                       Neutral 
 

Weakness in US outweighs strong performance in DF 
Injectables business traction hinges on successful compliance 
 Alembic Pharma (ALPM) delivered in-line 2QFY22 earnings. Subdued 

performance in US/API was offset by a better-than-expected show in the 

Domestic Formulation (DF) segment. The YoY declining trend in the US 

business has reached a trough with the limited impact of price erosion and 

an increased pace of launches going forward.     

 We lower our FY22E/FY23E EPS estimate by 7.5%/5.8%, factoring in a) a 

delay in successful compliance at injectables sites, b) gradual revival in US 

sales, and c) higher RM/logistics costs. We value ALPM at 18x 12M forward 

earnings to arrive at our revised TP of INR860. We maintain our Neutral 

rating on a limited upside from current levels. 
 

Second consecutive quarter of earnings decline on YoY basis  
 2QFY22 revenues were down 11% YoY to INR12.9b (est. INR13.1b). Muted 

performance for the quarter was attributable to 40% YoY decline in US 

sales (INR3.5b; 27% of sales) and 9% YoY decline in API sales (IN2.4b; 18% 

of sales). Non-US export sales (15% of sales) were flat YoY at INR2b. DF 

sales grew 23% YoY to INR5.1b (39% of sales). 

 The gross margin contracted 440bps YoY to 74.2% on a change in the sales 

mix. 

 However, the EBITDA margin contracted at a higher rate of 1050bp YoY to 

19.9% (est. 19.1%), largely due to higher opex. Employee costs / Other 

expenses / R&D costs were up 380bp/220bp/30bp as a percentage of 

sales.  

 EBITDA declined 42% YoY to INR2.6b (est. INR2.5b).  

 Adj. PAT declined 49% YoY to INR1.7b (est. INR1.7b). 
 

Highlights from management commentary 
 ALPM believes the current US sales figures (USD47m per quarter) are the 

new base, and these are expected to improve hereafter, led by new 

launches.  

 ALPM aims to file 20–25 ANDAs and launch 15 in FY22. 

 US revenue during the quarter has seen the full impact of the incremental 

competition in Theophylline. 

 Acute therapies in the DF segment witnessed primary growth of 27% on a 

YoY basis. Excluding Azithral, overall DF sales grew 35% on a YoY basis. 

 The USFDA recently inspected the F-3 site once again (the last inspection 

was in Feb’21) and issued Form 483 with 10 observations. The USFDA has 

visited the site for three of its products in total now. 
 

Valuation and view 
 We lower our FY22E/FY23E earnings estimate by 7.5%/5.8%, factoring in a) 

slow improvement in US business prospects, b) delay in the successful 

compliance of injectables facilities, and c) higher operational costs on 

higher raw material and transportation costs. 
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 We expect 13% compounded earnings decline over FY21–23 due to increased 

competition in Sartans and the deferral of injectables commercialization, offset 

(to some extent) by industry outperformance in the DF segment. 

 We value ALPM at 18x 12M forward earnings to arrive at our TP of INR860.  

 We maintain our Neutral stance on a limited upside from current levels.   
 

Quarterly perf. (Consol.)                  (INR m) 

Y/E March FY21 FY22 FY21 FY22E FY22E 

  1Q 2Q 3Q 4Q 1Q 2Q 3QE 4QE     2QE vs Est 

Net Sales 13,413 14,571 13,143 12,804 13,260 12,923 12,975 14,316 53,931 53,475 13,120 -1.5% 
    YoY Change (%) 41.3 17.4 8.7 6.1 -1.1 -11.3 -1.3 11.8 17.1 -0.8 -10.0   

Total Expenditure 9,340 10,137 9,493 9,387 10,900 10,351 10,289 11,230 38,356 42,770 10,614   

EBITDA 4,074 4,434 3,651 3,417 2,360 2,572 2,686 3,086 15,575 10,705 2,506 2.7% 
YoY Change (%) 80.9 28.3 12.3 4.3 -42.1 -42.0 -26.4 -9.7 27.3 -31.3 -43.5   

    Margins (%) 30.4 30.4 27.8 26.7 17.8 19.9 20.7 21.6 28.9 20.0 19.1   

Depreciation 415 438 470 512 532 546 550 561 1,835 2,188 520   
EBIT 4,489 4,872 4,121 3,929 2,892 3,118 3,236 3,647 17,410 12,893 3,026   

YoY Change (%) 72.2 27.7 12.3 5.7 -35.6 -36.0 -21.5 -7.2 26.1 -25.9 -37.9   
Interest 67 45 23 26 21 46 40 41 160 148 21   
Other Income 3 32 25 40 19 22 22 17 100 80 20   

PBT 3,595 3,984 3,183 2,919 1,826 2,003 2,118 2,502 13,681 8,449 1,985 0.9% 
Tax 668 730 591 545 342 395 424 529 2,533 1,690 393   
    Rate (%) 18.6 18.3 18.6 18.7 18.7 19.7 20.0 21.1 18.5 20.0 19.8   

MI & P/L of Asso. Cos. -87 -80 -334 -133 -162 -86 -50 -3 -634 -300 -100   

Reported PAT 3,015 3,334 2,926 2,507 1,646 1,693 1,744 1,975 11,781 7,059 1,692 0.1% 

Adj PAT 3,015 3,334 2,926 2,507 1,646 1,693 1,744 1,975 11,781 7,059 1,692 0.1% 

    YoY Change (%) 100.4 35.4 24.9 7.4 -45.4 -49.2 -40.4 -21.2 36.3 -40.1 -49.3   
    Margins (%) 22.5 22.9 22.3 19.6 12.4 13.1 13.4 13.8 21.8 13.2 12.9   

 
Key performance Indicators (Consolidated) 

          
Y/E March FY21E FY21E FY21 FY22E FY22E 

  1Q 2Q 3Q 4Q 1Q 2Q 3QE 4QE     2QE vs Est 

India 3060 4150 4180 3580 4810 5090 4556 4052 14966 18509 4524 12.5% 
    YoY Change (%) (5.6) 6.1  13.6  4.7  57.2  22.7  9.0  13.2  5.0  23.7  9.0    
Exports 7,710 7,790 6,830 7,090 5,660 5,450 5,969 7,635 29,420 24,714 5,916 -8% 
    YoY Change (%) 70.2  20.6  2.9  (0.1) (26.6) (30.0) (12.6) 7.7  19.0  (16.0) (24.1)   
APIs  2,640 2,630 2,140 2,135 2,790 2,390 2,450 2,623 9,545 10,253 2,680 -10.8% 
    YoY Change (%) 53.5  28.9  20.9  37.7  5.7  (9.1) 26.2  22.9  34.8  7.4  (8.7)   

Cost Break-up 
 

  
   

  
   

      
RM Cost (% of Sales) 25.2 21.4 22.3 24.6 29.0 25.8 26.5 28.1 23.3 27.4 28.8   
Staff Cost (% of Sales) 20.5 18.9 20.0 18.5 21.9 22.7 21.5 19.3 19.5 21.3 21.5   
 R&D Expenses  (% of Sales)  10.6 12.7 11.3 15.2 12.6 13.0 12.8 12.8 12.4 12.8 12.7   
Other Cost (% of Sales) 13.3 16.5 18.7 15.0 18.7 18.7 18.5 18.2 15.9 18.5 17.9   

Gross Margins(%) 74.8 78.6 77.7 75.4 71.0 74.2 73.5 71.9 76.7 72.6 71.2   
EBITDA Margins(%) 30.4 30.4 27.8 26.7 17.8 19.9 20.7 21.6 28.9 20.0 19.1   
EBIT Margins(%) 33.5 33.4 31.4 30.7 21.8 24.1 24.9 25.5 32.3 24.1 23.1   
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Key takeaways from the management interaction 
 The growth in DF would come from Gastro, Cardiac and Anti-Diabetic therapies. 

 In 2QFY22, 10 SKUs were launched in India. Launched 15 SKUs in 1HFY22. 

 ALPM has filed 2 injectable products from its F-2 facility and that should trigger 

pre-approval inspection soon. 

 ALPM incurred INR1.3b capex in 2QFY22. Cumulative Capex for ongoing projects 

INR19.1b till date. 

 ALPM hasn’t seen the impact of higher raw material prices and other important 

commodities yet. 

 ALPM intends to charge entire costs to P&L of new injectables facilities post 

commercialization. 

 Higher share from DF in total business has helped to bring debtor days down in 

1HFY22.  
 

Key exhibits 
 

Exhibit 1: DF sales up 23% YoY in 2QFY22 

 
Source: MOFSL, Company 

Exhibit 2: Decline in US weighs on the international business  

 
Source: MOFSL, Company 

 

Exhibit 3: YoY sales growth on a downtrend 

 
Source: MOFSL, Company 

Exhibit 4: EBITDA margin contracts ~1,050bp YoY 

 
Source: MOFSL, Company 

 

Benefits from DF more than offset by the US business  
US business growth hinges on successful regulatory compliance  
 ALPM’s US sales declined by 40% YoY to USD97m in 2HFY22. Performance in 

2HFY22 was impacted because of incremental competition in Theophylline and 

Sartans. ALPM will continue to file 20-25 ANDAs while the increased pace of 

launches will be contingent on the new injectables facilities being approved by 

the USFDA  

 ALPM had its F-3 general injectable facility inspected by the USFDA post which 

the USFDA issued 10 observations. ALPM expects to address the observations 
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within stipulated timeline. ALPM has also filed 2 products from F-2 facility which 

will trigger USFDA inspection at this site as well. Successful outcomes from these 

inspections will determine the performance of US business over medium term. 

We expect 8% compounded decline in US sales to USD244m over FY21-23E 

compared to 26% sales CAGR over FY18-21. 
 

Broad based efforts to drive healthy industry outperformance  
ALPM recorded a strong growth (37% YoY) in DF in 2HFY22. This was led by superior 

performance in cardiology, gynaecology, anti-diabetic, orthopaedic as well as acute 

therapies. The performance was partly on account of COVID led low base of past 

year. As the covid cases have been coming down across the country chronic therapy 

growth has picked up pace and Alembic has outperformed the market growth. With 

better outlook and enhanced marketing efforts, we expect 17% sales CAGR over 

FY21-23E. 
 

New launches to drive non-US sales on a higher base 
Non-US sales grew 6% YoY for 1HFY22. Sales are being driven by partnerships and 

new launches in key markets of Europe, Canada, Brazil, Australia, and South Africa. 

We expect 10% sales CAGR to INR9.5b over FY21-23E.  
 

Remain Neutral on limited upside from current valuation 
 We have lowered our FY22E/FY23E earnings estimate by 7.5%/5.8% to factor 

slow improvement in US business prospects, delay in successful compliance of 

injectable facilities, and higher operational cost on account of raw material, 

transportation cost. 

 We expect 13% compounded decline in earnings over FY21-23, led by increased 

competition in sartans, deferral of injectables commercialization offset to some 

extent by industry out-performance in DF segment. 

 We value ALPM at 18x 12-months forward earnings to arrive at our TP of 

INR860.  

 We maintain our Neutral stance on limited upside from current levels. 

 
Exhibit 5: P/E chart  

 
Source: MOFSL, Company, Bloomberg 

Exhibit 6: P/B chart  

 
Source: MOFSL, Company, Bloomberg 
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Story in charts 
 

Exhibit 7: Expect Formulation sales CAGR of 4% over FY21-

23E 

 
Source: MOFSL, Company 

 

Exhibit 8: Expect DF to exhibit 17% CAGR over FY21-23E 

 
Source: MOFSL, Company 

 
Exhibit 9: EBITDA decline to form trough in FY22 

 
Source: MOFSL, Company  

Exhibit 10: R&D spends to be steady on absolute basis 

 
Source: MOFSL, Company 

 
Exhibit 11: Margin to moderate with higher opex 

 
Source: MOFSL, Company 

Exhibit 12: EPS on a gradual downtrend 

 
Source: MOFSL, Company 
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Financials and valuations 
 

Consolidated Income Statement             (INR m) 

Y/E March FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E 

Net Sales 20,527 31,416 31,345 31,310 39,357 46,060 53,931 53,475 59,120 

    Change (%) 10.2 53.0 -0.2 -0.1 25.7 17.0 17.1 -0.8 10.6 

Total Expenditure 16,501 21,427 25,199 24,877 30,611 33,827 38,356 42,770 45,582 

% of Sales 80.4 68.2 80.4 79.5 77.8 73.4 71.1 80.0 77.1 

EBITDA 4,026 9,988 6,146 6,433 8,746 12,233 15,575 10,705 13,539 

    Change (%) 12.6 148.1 -38.5 4.7 36.0 39.9 27.3 -31.3 26.5 

    Margin (%) 19.6 31.8 19.6 20.5 22.2 26.6 28.9 20.0 22.9 

Depreciation 444 722 830 1,055 1,152 1,573 1,835 2,188 2,576 

EBIT 3,582 9,266 5,316 5,378 7,594 10,660 13,741 8,516 10,963 

Int. and Finance Charges 18 37 51 34 184 272 160 148 173 

Other Income - Rec. 26 91 25 70 94 49 100 80 89 

PBT bef. EO Exp. 3,591 9,320 5,290 5,415 7,503 10,437 13,681 8,449 10,878 

EO Expense/(Income) 0 0 0 0 0 436 0 0 0 

PBT after EO Exp. 3,591 9,320 5,290 5,415 7,503 10,001 13,681 8,449 10,878 

Current Tax 764 1,986 1,224 1,236 1,781 2,046 2,629 1,943 2,502 

Deferred Tax 0 174 -2 -33 -214 -54 -96 -253 -218 

    Tax Rate (%) 21.3 23.2 23.1 22.2 20.9 19.9 18.5 20.0 21.0 

MI and P/L of Asso. Cos. -2.0 6.0 39.2 82.8 82.0 -284.7 -633.5 -300.0 -360.0 

Reported PAT 2,829 7,154 4,029 4,128 5,854 8,294 11,781 7,059 8,954 

PAT Adj. for EO items 2,829 4,720 4,029 4,128 5,854 8,643 11,781 7,059 8,954 

    Change (%) 20.1 66.8 -14.6 2.5 41.8 47.7 36.3 -40.1 26.8 

    Margin (%) 13.8 15.0 12.9 13.2 14.9 18.8 21.8 13.2 15.1 

Consolidated Balance Sheet               
  

(INR m) 

Y/E March FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E 

Equity Share Capital 377 377 377 377 377 377 393 393 393 

Total Reserves 8,469 15,628 18,634 21,824 26,811 31,820 50,883 55,576 62,164 

Net Worth 8,846 16,005 19,011 22,201 27,188 32,197 51,276 55,970 62,559 

Minority Interest 0 0 1 3 -8 -290 -606 -606 -606 

Deferred Liabilities 314 501 369 354 188 122 42 -211 -429 

Total Loans 2,385 1,325 802 7,078 9,284 18,208 2,715 2,215 2,115 

Capital Employed 11,546 17,832 20,184 29,637 36,652 50,237 53,426 57,367 63,638 

Gross Block 8,756 11,190 12,548 11,726 15,156 20,700 24,909 50,552 56,769 

Less: Accum. Deprn. 3,132 3,878 4,554 2,456 3,608 5,181 7,016 9,204 11,780 

Net Fixed Assets 5,978 7,748 8,264 10,928 11,585 15,518 17,893 41,347 44,990 

Capital WIP 323 925 3,693 9,108 15,512 18,462 21,817 2,674 2,956 

Total Investments 23 21 502 416 488 179 2,363 2,363 2,363 

Curr. Assets, Loans and Adv. 10,089 15,900 14,408 18,959 20,193 25,734 25,017 26,971 30,978 

Inventory 3,828 5,776 6,328 7,339 9,673 11,875 14,862 16,648 18,595 

Account Receivables 3,612 3,505 3,375 5,263 4,889 8,648 3,486 3,956 4,049 

Cash and Bank Balance 268 4,508 1,596 899 2,056 808 1,058 766 2,599 

Loans and Advances 2,381 2,111 3,110 5,457 3,576 4,404 5,612 5,601 5,734 

Curr. Liability and Prov. 4,866 6,762 6,683 9,774 11,125 9,656 13,663 15,988 17,648 

Account Payables 3,109 5,664 5,232 7,593 6,443 6,259 6,688 7,788 8,805 

Other Current Liabilities 715 656 755 1,429 3,838 2,270 5,601 5,553 6,139 

Provisions 1,042 443 696 752 844 1,127 1,375 2,646 2,704 

Net Current Assets 5,223 9,138 7,725 9,185 9,068 16,078 11,354 10,983 13,329 

Appl. of Funds 11,546 17,832 20,184 29,637 36,652 50,238 53,426 57,367 63,638 
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Financials and valuations 
 

Ratios                   

Y/E March FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E 

Basic (INR)  
       

    

EPS 14.4 24.0 20.5 21.0 29.8 44.0 59.9 35.9 45.6 

Cash EPS 17.4 28.9 25.8 27.5 37.2 54.2 69.3 47.0 58.7 

BV/Share 46.9 84.9 100.8 117.8 144.2 170.8 260.9 284.8 318.3 

DPS 3.5 4.0 4.0 4.0 5.5 10.0 10.4 10.4 10.4 

Payout (%) 28.1 12.7 22.5 22.0 21.3 27.4 20.1 33.5 26.4 

Valuation (x)  
       

    

P/E 55.6 33.4 39.1 38.1 26.9 18.2 13.4 22.3 17.6 

Cash P/E 46.1 27.7 31.1 29.1 21.5 14.8 11.6 17.0 13.7 

P/BV 17.1 9.4 7.9 6.8 5.6 4.7 3.1 2.8 2.5 

EV/Sales 9.0 5.7 5.8 6.0 4.8 4.3 3.4 3.4 3.1 

EV/EBITDA 45.7 17.9 29.5 29.2 21.6 16.3 11.8 17.1 13.4 

Dividend Yield (%) 0.4 0.5 0.5 0.5 0.7 1.2 1.3 1.3 1.3 

Return Ratios (%) 
       

    

RoE 36.3 37.9 22.8 19.6 23.4 30.1 29.7 13.7 15.7 

RoCE 29.6 50.3 22.1 17.3 18.5 19.7 21.6 12.3 14.2 

RoIC 30.4 61.1 30.5 24.9 31.8 34.6 38.0 17.1 16.1 

Working Capital Ratios 
       

    

Asset Turnover (x) 1.8 1.8 1.6 1.1 1.1 0.9 1.0 0.9 0.9 

Inventory (Days) 68 67 74 86 90 94 101 114 115 

Debtor (Days) 64 40 39 61 45 69 24 27 25 

Creditor (Days) 55 66 61 89 60 50 45 53 54 

Leverage Ratio (x) 
       

    

Net Debt/Equity 0.2 -0.2 0.0 0.3 0.3 0.5 0.0 0.0 0.0 

  
       

    
Consolidated Cash Flow Statement                 (INR m) 

Y/E March FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E 

Net Profit/(Loss) Before Tax  3,591 9,360 5,291 5,413 7,493 9,998 13,681 8,449 10,878 

Depreciation 444 722 830 1,055 1,152 1,573 1,835 2,188 2,576 

Interest and Finance Charges -9 54 52 34 184 272 160 68 84 

Direct Taxes Paid 676 1,970 1,180 1,351 1,665 2,361 2,454 1,943 2,502 

(Inc.)/Dec. in WC -1,184 1,389 -1,656 -1,809 1,116 -5,844 2,395 78 -513 

CF from Operations 2,166 9,555 3,337 3,342 8,281 3,638 15,617 8,840 10,524 

CF from Operations incl. EO 1,718 9,477 3,286 3,124 8,119 4,491 14,634 8,840 10,524 

(inc.)/dec. in FA -2,215 -3,011 -5,101 -7,494 -6,539 -6,726 -6,592 -6,500 -6,500 

Free Cash Flow -497 6,466 -1,816 -4,369 1,580 -2,235 8,041 2,340 4,024 

(Pur.)/Sale of Investments 0 -64 48 14 39 23 -1,796 0 0 

Others -341 24 287 -1,364 -1,055 -613 0 80 89 

CF from Investments -2,556 -3,051 -4,766 -8,844 -7,556 -7,316 -8,388 -6,420 -6,411 

(Inc.)/Dec. in Debt 1,149 -1,404 -336 6,194 2,203 5,949 -12,586 -200 260 

Interest Paid -18 -52 -52 -260 -703 -1,111 6,611 -147 -173 

Dividend Paid -794 -787 -901 -908 -909 -3,260 0 -2,366 -2,366 

Others 530 -17 -93 0 0 0 0 -61 -61 

CF from Fin. Activity 867 -2,260 -1,382 5,026 590 1,579 -5,974 -2,773 -2,340 

Inc./Dec. in Cash 29 4,166 -2,862 -694 1,154 -1,246 272 -354 1,773 

Add: Beginning Balance 240 228 4,393 1,531 899 2,053 718 1,058 766 

Closing Balance 269 4,393 1,531 837 2,053 807 990 705 2,538 

Total Cash and Cash Eq. 268 4,508 1,596 899 2,056 718 1,058 766 2,599 
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