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Change in Estimates

Current Previous
FY25E FY26E FY25E FY26E
Rating REDUCE HOLD
Target Price 1,150 1,060

Sales (Rs. m)

92,664 1,05,026

94,861 1,08,205

% Chng. (2.3) (2.9)
EBITDA (Rs.m) 17,011 20,965 18,605 22,907
% Chng. (8.6) (8.5)
EPS (Rs.) 32.0 414 35.1 45.6
% Chng. (8.7) (9.3)
Key Financials - Consolidated
Y/e Mar FY23  FY24 FY25E FY26E
Sales (Rs. m) 62,443 77,050 92,664 1,05,026
EBITDA (Rs. m) 9,582 12,882 17,011 20,965
Margin (%) 15.3 16.7 18.4 20.0
PAT (Rs. m) 4,713 6,551 8,121 10,497
EPS (Rs.) 186 258  32.0 414
Gr. (%) 59  39.0 240 29.3
DPS (Rs.) 7.0 2.0 5.0 7.0
Yield (%) 0.6 0.2 0.4 0.6
ROE (%) 8.3 10.8 12.1 13.9
RoCE (%) 10.3 12.4 16.2 19.4
EV/Sales (x) 5.0 4.2 35 3.0
EV/EBITDA (x) 32.3 25.0 18.9 15.1
PE (X) 67.3 48.4  39.0 30.2
P/BV () 5.4 5.0 45 4.0
Key Data IPCA.BO | IPCA IN
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Ipca Laboratories (IPCA IN)

Rating: REDUCE | CMP: Rs1,250 | TP: Rs1,150

Muted FY25 guidance

Quick Pointers:

Expects 6-7 launches US in FY25.

Guided for Rs 2.25bn EBITDA levels from Unichem business.

Ipca Labs (IPCA) Q4 EBITDA of Rs3.1bn was 5% below our estimate.
Management guidance of 11% revenue growth (excluding Unichem) was
below our estimate. Our FY25E and FY26E EPS stands changed by 8-9%.
Domestic formulation business continues to outperform and grow at healthy
levels. However, recovery in APl segment along with resumption of US sales
is likely to be gradual. At CMP, the stock is trading at 30x PE and 16x
EV/EBTIDA on FY26E. We downgrade our rating from ‘Hold’ to ‘Reduce’ with
revised TP of Rs1,150/share, valuing at 15x FY26E EV/EBITDA.

In-line Revenues, domestic formulations remain healthy: IPCA’s revenues
came in at Rs 20.3bn, up 34.5% YoY broadly in line with our est. Adjusted for
Unichem sales up 6% YoY. Domestic formulations remained healthy at 13.5%
YoY to Rs6.9bn, we est 12%. Export formulation improved by 10% YoY to Rs
4.7bn against our est of Rs 4.8bn. Branded business delivered moderate
growth up 3.5% YoY while generics witnessed healthy growth of 15% YoY.
Institutional business witnessed growth of 8% YoY. API business witnessed
decline by 4% YoY to Rs 3.34bn, below our est. Export API was up 2.2% YoY
whereas domestic API corrected by 19% YoY. Revenues from subsidiaries
came in at Rs 5.2bn aided by Unichem consolidation.

Ex-Unichem OPM at 17.4%: Consolidated gross margins stood at Rs 66.3%,
up 540bps YoY, flat QoQ in line with our est. There was a forex gain of Rs
173mn booked under other expenses in Q4FY?24. Adj for forex; other expenses
were up 2% QoQ and 36% YoY. EBITDA adj for forex gain came in at Rs 3.1bn
up 79% YoY (we est Rs 3.2bn). OPM came in at 15%, up 370bps YoY.
Unichem margins stood at 5.9%. Adj for Unichem EBITDA came in at 2.73bn
with OPM at 17.4%. There was exceptional item to tune of Rs1260mn which
includes provision for any potential EU commission fine towards ongoing
litigation related to Unichem. Adjusted PAT came in at Rs596mn.

Key Concall takeaways: (1) Domestic market Achieved ~16% growth in top
six metros, surpassing market growth. (2) Unichem — Maintains its guidance
of Rs 20bn topline and guided for Rs 2.25bn EBITDA in FY25. Business to
touch margins of ~10% levels. Unichem portfolio integration expected to
benefit, with products entering markets like Europe, Australia, New Zealand,
Canada, South Africa. (3) US — Received 4 approvals in the current month.
Experiencing price stability for its raw materials. Expects to launch 6-7 products
in FY25 from 18 approved products. Ipca's products will be distributed in the
U.S. through Bayshore Pharma. (4) Branded formulation business: Overall
growth affected by challenges in markets (Russia, West Africa) and decline in
institutional generic biz. (5) API: Efforts continues on cost reduction. Major
impact in API business was due to a single product, Losartan. (6) Subsidiary
Onyx Scientific which focuses on OSDs continues to perform well. It has 2-3
new commercial APIs in the pipeline and is developing new drugs. Avik
Pharma (steroid business) is profitable whereas Krebs Bio remains
unprofitable. (7) Other: Pithampur facility being utilized for markets like
Australia, New Zealand, Europe, with current capacity utilization around 35%.
Capex of Rs 5bn at consolidated levels in FY25. R&D spend stood at Rs 2.5bn
(3.5% of sales. Increased field force strength in metro cities. (8) Guidance-
Consol revenues growth at 13-14%, Institutional biz at 14% whereas API biz
by 7-8% in FY25. Margins expected to improve by 100-150bps annually for
next 2-3years.
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Exhibit 1: 4QFY24 Result Overview (Rs mn): Revenues in line, Miss on EBITDA front

Y/e March Q4FY24 Q4FY23 YoVY gr. (%) Q3FY24 QoQ gr. (%) FY24 FY23 YoY gr. (%)
Net Sales 20,330 15,116 34.5 20,529 (1.0) 77,054 62,443 23.4
Raw Material 6,859 5,912 16.0 6,970 (1.6) 25,758 23,065 11.7
% of Net Sales 33.7 39.1 34.0 33.4 36.9

Personnel Cost 4,660 3,273 42.4 4,590 1.5 17,084 12,876 32.7
% of Net Sales 22.9 21.7 22.4 22.2 20.6

Others 5,765 4,226 36.4 5,659 1.9 21,741 16,919 28.5
% of Net Sales 28.4 28.0 27.6 28.2 27.1

Total Expenditure 17,284 13,411 28.9 17,219 0.4 64,582 52,861 22.2
EBITDA 3,046 1,705 78.6 3,310 (8.0) 12,472 9,582 30.2
Margin (%) 15.0 11.3 16.1 16.2 15.3

Depreciation 981 695 41.1 995 (1.4) 3,572 2,616 36.6
EBIT 2,065 1,010 104.4 2,315 (10.8) 8,899 6,967 27.7
Other Income 362 469 (22.8) 228 58.8 1,248 1,256 (0.7)
Forex 173 105 4 330 (315)

Interest 294 185 59.2 334 (12.1) 1,383 455 203.6
PBT 2,133 1,295 64.8 2,209 (3.4) 8,435 7,453 13.2
Extra-Ord. Inc./Exps. 1,367 - 680 -

Total Taxes 737 484 52.3 662 11.2 3,135 2,534 23.7
ETR (%) 34.5 37.4 30.0 37.2 34.0

Reported PAT 29 811 (96.4) 2,226 (98.7) 5,300 4,919 7.7
Minority Interest 567 (46) (428) (203) 206

Total Comprehensive Income 596 765 (22.1) 1,799 (66.9) 5,503 4,713 16.7
Source: Company, PL

Exhibit 2: Momentum continues in domestic formulations

Major sources of revenues Q4FY24 Q4FY23 YoY gr. (%) Q3FY24 QoQ gr. (%) FY24 FY23 YoY gr. (%)
Domestic 7,664 7,027 9.1 8,573 (10.6) 34,141 31,197 9.4
Formulations 6,898 6,079 13.5 7,796 (11.5) 30,972 27,607 12.2
APIs 766 948 (19.1) 777 (1.4) 3,169 3,590 (11.7)
Exports 7,314 6,849 6.8 6,403 14.2 27,077 26,407 2.5
Formulations 4,737 4,326 9.5 4,331 9.4 17,753 16,392 8.3
APIs 2,577 2,522 2.2 2,073 24.3 9,324 10,015 (6.9)
Subsidiaries 5,224 1,100 5,460 15,386 4,467

Net Sales 20,202 14,976 34.9 20,437 (1.1) 76,604 62,070 23.4
Source: Company, PL
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Exhibit 3: Sustained growth led by domestic biz and Unichem integration
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Exhibit 4: Growth trajectory continues YoY
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Exhibit 5: API biz impacted, offset by growth in generic biz
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Exhibit 6: Down 19% YoY
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Exhibit 7: Moderate growth YoY
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Exhibit 8: Margins down QoQ led by seasoanlity
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Financials
Income Statement (Rs m) Balance Sheet Abstract (Rs m)
Y/e Mar FY23 FY24 FY25E FY26E Y/e Mar FY23 FY24 FY25E FY26E
Net Revenues 62,443 77,050 92,664 1,05,026 Non-Current Assets
YoY gr. (%) 7.1 234 20.3 13.3
Cost of Goods Sold 28,386 31,013 36,729 41,976 Gross Block 43,194 64,262 68,262 72,262
Gross Profit 34,057 46,038 55936 63,050 Tangibles 43,194 64,262 68,262 72,262
Margin (%) 545 59.8 60.4 60.0 Intangibles - - - -
Employee Cost 12,876 17,084 20,453 22,424
Other Expenses 11,599 16,071 18,472 19,661 Acc: Dep / Amortization 16,061 19,634 23,778 28,170
Tangibles 16,061 19,634 23,778 28,170
EBITDA 9,582 12,882 17,011 20,965 Intangibles - - - -
YoY gr. (%) (25.1) 34.4 321 23.2
Margin (%) 15.3 16.7 18.4 20.0 Net fixed assets 27,132 44,628 44,484 44,092
Tangibles 27,132 44,628 44,484 44,092
Depreciation and Amortization 2,616 3,572 4,144 4,392 Intangibles - - - -
EBIT 6,966 9,310 12,868 16,572 Capital Work In Progress 1,404 3,429 3,429 3,429
Margin (%) 11.2 12.1 13.9 15.8 Goodwill 381 906 906 906
Non-Current Investments 3,027 3,036 3,036 3,036
Net Interest 455 1,383 1,400 1,000 Net Deferred tax assets (1,856) (3,062) (3,062) (3,062)
Other Income 942 1,577 900 1,000 Other Non-Current Assets - - - -
Profit Before Tax 7,453 9,504 12,368 16,572 Current Assets
Margin (%) 11.9 12.3 13.3 15.8 Investments 3,233 5,584 5,584 5,584
Inventories 17,434 24,696 28,161 31,923
Total Tax 2,534 3,135 3,710 4,972 Trade receivables 9,890 16,865 20,481 23,217
Effective tax rate (%) 34.0 33.0 30.0 30.0 Cash & Bank Balance 18,532 2,968 993 2,947
Other Current Assets 2,309 6,252 6,252 6,252
Profit after tax 4,919 6,370 8,657 11,600 Total Assets 86,229 1,10,971 1,16,064 1,24,259
Minority interest - - - -
Share Profit from Associate (206) 181 (536) (1,103) Equity
Equity Share Capital 254 254 254 254
Adjusted PAT 4,713 6,551 8,121 10,497 Other Equity 58,167 63,068 70,260 79,810
YoY gr. (%) (47.0) 39.0 24.0 29.3 Total Networth 58,420 63,322 70,514 80,063
Margin (%) 7.5 8.5 8.8 10.0
Extra Ord. Income / (Exp) R - R R Non-Current Liabilities
Long Term borrowings 6,518 5,804 5,804 5,804
Reported PAT 4,713 6,551 8,121 10,497 Provisions - - - -
YoY gr. (%) (47.0) 39.0 24.0 29.3 Other non current liabilities - - - -
Margin (%) 7.5 8.5 8.8 10.0
Current Liabilities
Other Comprehensive Income - - - - ST Debt / Current of LT Debt 8,058 8,071 5,571 3,071
Total Comprehensive Income 4,713 6,551 8,121 10,497 Trade payables 5,251 7,761 8,161 9,307
Equity Shares O/s (m) 254 254 254 254 Other current liabilities 6,127 22,951 22,951 22,951
EPS (Rs) 18.6 25.8 32.0 1.4 Total Equity & Liabilities 86,229 1,10,971 1,16,063 1,24,259
Source: Company Data, PL Research Source: Company Data, PL Research
May 31, 2024 5
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Cash Flow (Rs m)

Key Financial Metrics

Y/e Mar FY23 FY24 FY25E FY26E Y/e Mar FY23 FY24 FY25E FY26E
PBT 7,421 10,692 14,268 17,572 Per Share(Rs)
Add. Depreciation 2,616 3,572 4,144 4,392 EPS 18.6 25.8 32.0 41.4
Add. Interest (455)  (1,383) (1,400) (1,000) CEPS 28.9 39.9 48.3 58.7
Less Financial Other Income 942 1,577 900 1,000 BVPS 230.3 249.6 277.9 315.6
Add. Other 1,018 444 - - FCF 12.3 21.1 9.8 25.6
Op. profit before WC changes 10,600 13,326 17,011 20,965 DPS 7.0 2.0 5.0 7.0
Net Changes-WC (305) (916)  (6,811)  (5,488) Return Ratio(%)
Direct tax (2,237)  (2,963) (3,710) (4,972) RoCE 10.3 12.4 16.2 19.4
Net cash from Op. activities 8,058 9,447 6,490 10,505 ROIC 10.8 9.1 11.8 14.3
Capital expenditures (6,894) (19,891)  (4,000)  (4,000) RoE 8.3 10.8 121 13.9
Interest / Dividend Income - - - - Balance Sheet
Others - - - - Net Debt : Equity (x) 0.1) 0.1 0.1 -
Net Cash from Invt. activities (6,894) (19,891) (4,000) (4,000) Net Working Capital (Days) 129 160 159 159
Issue of share cap. / premium - - - - Valuation(x)
Debt changes 6,577  (3,038)  (2,500)  (2,500) PER 67.3 48.4 39.0 30.2
Dividend paid (1,015) (507) (1,465) (2,051) P/B 5.4 5.0 4.5 4.0
Interest paid 801 (135) (500) - P/CEPS 43.3 31.3 25.9 21.3
Others 4,599 (560) (879) - EV/EBITDA 32.3 25.0 18.9 15.1
Net cash from Fin. activities 10,962  (4,241)  (5,344)  (4,551) EV/Sales 5.0 4.2 3.5 3.0
Net change in cash 12,126 (14,685)  (2,854) 1,953 Dividend Yield (%) 0.6 0.2 0.4 0.6
Free Cash Flow 3,113 5,341 2,490 6,505 Source: Company Data, PL Research
Source: Company Data, PL Research
Quarterly Financials (Rs m) Key Operating Metrics
Y/e Mar Q1FY24 Q2FY24 Q3FY24 Q4FY24 Y/e Mar Fy23 Fy24 FY25E FY26E
I 15876 20340 20,529 20,330 Domestic Formulations 27,607 30,972 34,688 39,198
Yoy gr. (%) 0.1 2.0 328 345 Domestic API 3,731 3,169 3,391 3,730
e Mater?al Expenses 5153 6,776 6,970 6,859 Export Formulations 16,392 17,726 20,981 24,962
Gross Profit 10,723 13,564 13,559 13,471 Export AP 10,042 9,324 0,883 11168
Margin (%) 67.5 66.7 66.0 66.3 Source: Company Data, PL Research
EBITDA 2,941 3,195 3,310 3,046
YoY gr. (%) 3.8 17.3 42.7 78.6
Margin (%) 185 15.7 16.1 15.0
Depreciation / Depletion 693 903 995 981
EBIT 2,249 2,291 2,315 2,065
Margin (%) 14.2 11.3 11.3 10.2
Net Interest 314 441 334 294
Other Income 583 403 228 362
Profit before Tax 2,518 2,254 2,209 2,133
Margin (%) 15.9 11.1 10.8 10.5
Total Tax 856 879 662 737
Effective tax rate (%) 34.0 39.0 30.0 34.5
Profit after Tax 1,662 1,374 1,546 1,396
Minority interest 13 (76) 428 (567)
Share Profit from Associates - - - -
Adjusted PAT 1,649 1,451 1,119 1,963
YoY gr. (%) 15.3 0.8 3.7 156.5
Margin (%) 10.4 7.1 54 9.7
Extra Ord. Income / (Exp) - - - -
Reported PAT 1,649 1,451 1,119 1,963
YoY gr. (%) 15.3 0.8 3.7 156.5
Margin (%) 10.4 7.1 54 9.7
Other Comprehensive Income - - - -
Total Comprehensive Income 1,649 1,451 1,119 1,963
Avg. Shares O/s (m) - - - -
EPS (Rs) 6.5 5.7 7.1 2.3
Source: Company Data, PL Research
May 31, 2024 6
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Price Chart Recommendation History

&) No. Date Rating TP (Rs.) Share Price (Rs.)
1375 1 08-Apr-24 Hold 1,060 1,315
1200 2 16-Feb-24 Hold 1,060 1,152

3 08-Jan-24  Hold 1,060 1,119

1028 4 11-Nov-23 Hold 1,060 1,052

850 5 07-Oct-23  Hold 880 934

6 13-Aug-23 Hold 880 905
i N S S Q & & & 7 06-Jul-23  Hold 750 760
S 3 g 3 g 3 g
- z = z = =z =

Analyst Coverage Universe

Sr. No. Company Name Rating TP (Rs) Share Price (Rs)
1 Apollo Hospitals Enterpise ~~~~~~~~ BUY 7050 6259
2 Aster DM Healthcare BUY 515 457
3 Aurobindo Pharma Accumulate 1,300 1,196
4 Cipla Accumulate 1,405 1,340
5 Divi's Laboratories Accumulate 4,350 4,122
6 Dr. Reddy's Laboratories Reduce 5,700 6,258
7 Eris Lifesciences BUY 1,100 908
8 Fortis Healthcare BUY 515 462
9 Glenmark Pharmaceuticals Reduce 570 1,017
10 HealthCare Global Enterprises BUY 420 368
11 Indoco Remedies Accumulate 335 320
12 Ipca Laboratories Hold 1,060 1,315
13 J.B. Chemicals & Pharmaceuticals BUY 1,920 1,774
14 Jupiter Life Line Hospitals BUY 1,360 1,275
15 Krishna Institute of Medical Sciences BUY 2,100 1,950
16 Lupin Hold 1,675 1,611
17 Max Healthcare Institute BUY 925 803
18 Narayana Hrudayalaya BUY 1,335 1,237
19 Sun Pharmaceutical Industries BUY 1,710 1,539
20 Sunteck Realty BUY 565 452
21 Torrent Pharmaceuticals BUY 2,900 2,613
22 Zydus Lifesciences Accumulate 1,130 1,104
PL’s Recommendation Nomenclature (Absolute Performance)
Buy T > 15%
Accumulate : 5% to 15%
Hold : +5% to -5%
Reduce : -5% to -15%
Sell T <-15%
Not Rated (NR) . No specific call on the stock
Under Review (UR) : Rating likely to change shortly
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ANALYST CERTIFICATION
(Indian Clients)

We/l, Mr. Param Desai- MBA Finance, Mr. Kushal Shah- CFP, Passed CFA Level | 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.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER
Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions
of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHO00000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any
other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest
at the time of publication of this report.

It is confirmed that Mr. Param Desai- MBA Finance, Mr. Kushal Shah- CFP, Passed CFA Level | Research Analysts of this report have not received any compensation from the
companies mentioned in the report in the preceding twelve months
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