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Challenges in API business weigh on the performance
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Result Highlights of Q3FY25:

* Alembic Pharma’s revenue missed our estimates (-2.2%) due to weak growth in domestic and API business. EBITDA fell short of our
estimates due to a miss in revenue and higher operating expenses. Adj. PAT missed our estimates due to higher-than-expected tax
expenses and lower-than-expected other income.

*  We decrease our FY26E/FY27E EPS estimates by 6.3% and 7.9% to INR 40.8 and INR 53.5 respectively factoring in weak Q3FY25
performance coupled with ongoing struggle in the API business, and muted growth in the domestic market.

*  Currently, the stock is trading at PE multiple of 21.8x/16.6x based on FY26E/FY27E EPS, respectively. We roll over our valuation multiple to
FY27E and assign a PE multiple of 17.0x to arrive at a target price of INR 909 (previously: INR 1,122) and maintain our “HOLD” rating on

the stock.
MARKET DATA KEY FINANCIALS
INR Milli
Shares outs (Mn) 197 illions FY23 FY24 FY25E FY26E FY27E
Revenue 56,526 62,286 64,876 69, 75,988
Mkt Cap (INR Mn) 173,309 9:939 9
EBITDA 7,084 9,334 9,382 12,589 15,578
52 Wk H/L (INR) 1,304/823 Adj PAT 3,420 6,158 5,078 8,026 10,513
Volume Avg (3m K) 145| | Adj. EPS 17.4 313 25.8 40.8 53.5
Face Value (INR) 2| |EBITDA Margin 12.5% 15.0% 14.5% 18.0% 20.5%
Bloomberg Code ALPM IN| |[NPM 6.1% 9.9% 7.8% 11.5% 13.8%
Source: Company, DevenChoksey Research
SHARE PRICE PERFORMANCE Weak top-line growth due to intense competition
200 » For Q3FY25, the revenue increased 3.8% YoY (+2.7% QoQ) to INR 16,927 Mn, due to muted
growth in domestic business and pricing pressure in the APl segment.
» Revenue from India (36.3% of revenue) segment grew 3.0% YoY (+0.3% QoQ) to INR 6,140 Mn,
150 primarily due to headwinds in the acute segment, moderate growth in the specialty segment,
and competitive pressures.
» Revenue from the API (15.3% of revenue) segment declined 10.4% YoY (-5.5% QoQ) to INR 2,590
100 Mn, impacted by pricing headwinds, lower demand from select customers, and intense
market competition.
» Revenue from the USA (30.8% of revenue) segment grew 9.9% YoY (+11.6% QoQ) to INR 5,210
50 Mn, primarily driven by the ramp-up of key product launches and market share gains in a few
existing products.
» Revenue from the Ex-USA (17.7% of revenue) segment grew 9.9% YoY (+0.3% QoQ) to INR
) 2,990 Mn, driven by high demand across multiple markets, indicating strong market
A ,{5 X o penetration and sustained product performance.
& QQ‘,O ((Q‘,O' Qéo Gross profit increases but overall profitability declines due to cost and tax pressures
Alembic Pharma Sensex Gross profit increased 7.1% YoY (+2.8% QoQ) to INR 12,532 Mn. Gross margin expanded 229 bps
YoY (+7 bps QoQ) to 74.0% supported by better product mix with higher contribution from US
Generic.
MARKETINFO » EBITDA decreased 2.3% YoY (+8.8% QoQ) to INR 2,602 Mn. EBITDA margin contracted 96 bps
SENSEX 78,271 YoY (+85 bps QoQ) to 15.4%, due to cost impact from Al & Automation implementation to
enhance field force efficiency, and higher SG&A expenses.
NIFTY 23,696 . . . :
» Adj. Net profit decreased 23.3% YoY (-1.5% QoQ) to INR 1,384 Mn, due to an increase in

effective tax rate when compared with Q3FY24.

SHARE HOLDING PATTERN (%)

6.9% 19.5%

Revenue CAGR between FY24  Adj. PAT CAGR between FY24

Particulars  Dec-24 (%) Sept-24 (%) Jun-24 (%)
Promoters 69.6 69.6 69.6
Flls 4.2 3.9 4.3
Dlls 16.1 16.1 15.5
Others 10.2 10.4 10.6
Total 100 100 100

and FY27E and FY27E

Note: All the market data is as of previous closing
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Other Highlights:
» Two new product launches in the US market contributed to the revenue increase during the quarter. The company received 6 final ANDA
approvals in Q3FY25, indicating continued product portfolio expansion.

Cumulatively, 159 products have been launched in the US market, with more than five product launches expected in Q4FY25E.

\4

The capacity expansion in oral solids is currently underway to meet immediate demand in the US and Ex-US markets.

\4

The Ex-US growth was fuelled by strategic partnerships in key geographies, including Europe, Canada, Australia Brazil, and South Africa.
The company intensified its sales operations in Chile, marking its expansion in the Latin American market.

v

Additionally, product registrations were initiated in the UAE, positioning Alembic for further growth in the MENA (Middle East and North
Africa) region.

\4

v

In domestic business acute therapies typically see seasonal demand, and weaker sales in this category limited overall revenue expansion.

In domestic business, specialty therapies recorded only 6.0% growth, though it was positive, but not strong enough to drive higher overall
growth.

A\

v

The global API industry is highly competitive, with pricing pressures from China and other low-cost manufacturers affecting Indian API
exports.

Valuation and view:

Alembic Pharmaceuticals faced a challenging quarter in Q3FY25, with muted growth in the domestic market and a sharp decline in API revenue,
offsetting the strong performance in the US and Ex-US segments. The company struggled with headwinds in its acute therapy business, which
saw seasonal weakness, while specialty therapies failed to generate strong momentum, growing at a modest pace. The API business continued
to struggle, facing pricing headwinds, lower demand from key customers, and stiff competition from low-cost manufacturers, particularly from
China.

We decrease our FY26E/FY27E EPS estimates by 6.3% and 7.9% to INR 40.8 and INR 53.5 respectively factoring in weak Q3FY25 performance
coupled with ongoing struggle in the API business and weak growth in the domestic market. We expect the revenue to grow at 6.9% CAGR
and PAT to grow at 19.5% CAGR over FY24-FY27E. Currently, the stock is trading at PE multiple of 21.8x/16.6x based on FY26E/FY27E EPS,
respectively. We roll over our valuation multiple to FY27E and assign a PE multiple of 17.0x to arrive at a target price of INR 909 (previously:
INR 1,122) and maintain our “HOLD” rating on the stock with an upside potential of 2.3%.

Revenue segments

Segments Result (INR Mn) Q3FY24 Q4FY24 QiFY25 Q2FY25 Q3FY25
Total 16,310 15,180 15,630 16,480 16,930
Formulation 13,420 11,880 13,040 13,740 14,340
USA 4,740 4,230 4,610 4,670 5,210
Ex-USA 2,720 2,620 2,710 2,980 2,990
India 5,770 5,60 5,030 5,720 6,090
API 2,890 3,300 2,590 2,740 2,590
Segments Result (% YoY) Q3FY24 Q4FY24 QiFY25 Q2FY25 Q3FY25
Total 8.1% 8.0% 5.2% 3.3% 3.8%
Formulation 13.4% 8.7% 10.4% 7-9% 6.9%
USA 9.7% 19.5% 18.1% 5.2% 9.9%
Ex-USA 32.0% 5.2% 1.8% 18.3% 9.9%
India 9.4% 2.7% 9.1% 5.5% 3.0%
API -11.3% 5.4% -15.2% -14.9% -10.4%
Revenue Mix (%) Q3FY24 Q4FY24 QiFY25 Q2FY25 Q3FY25
Total 100.0% 100.0% 100.0% 100.0% 100.0%
Formulation 82.3% 78.3% 83.4% 83.4% 84.7%
USA 29.1% 27.9% 29.5% 28.3% 30.8%
Ex-USA 16.7% 17.3% 17.3% 18.1% 17.7%
India 35.4% 39.3% 32.2% 34.7% 36.0%
API 17.7% 21.7% 16.6% 16.6% 15.3%

Source: Company, DevenChoksey Research
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Q3FY25 Q2FY25 Q3FY24 9MFY25 9MFY24
Revenue from Operations 16,927 16,480 16,306 2.7% 3.8% 49,025 47,117 4.0%
Total Expenditure 14,325 14,087 13,642 1.7% 5.0% 41,661 40,383 3.2%
Cost of Raw Materials 4,469 3,931 3,176 13.7% 40.7% 12,460 10,656 16.9%
Change in Inventory 1,276 1,026 -223 -224.3% NM -1,323 -743 78.0%
Purchase of Stock 1,202 -667 1,655 -280.3% -27.4% 1,490 3,444 -56.7%
Employee Cost 3,975 3,915 3,493 1.5% 13.8% 11,688 10,444 11.9%
Other Expenses 5,955 5,881 5,542 1.2% 7.5% 17,346 16,582 4.6%
EBITDA 2,602 2,393 2,664 8.8% -2.3% 7,363 6,733 9.4%
EBITDA Margin (%) 15.4% 14.5% 16.3% 85 bps -96 bps 15.0% 14.3% 73 bps
Depreciation 700 705 695 -0.7% 0.8% 2,096 2,032 3.1%
EBIT 1,902 1,688 1,969 12.7% -3.4% 5,267 4,701 12.0%
Other Income 95 167 29 -43.2% 228.7% 283 247 14.7%
Interest Expense 223 188 152 18.3% 46.7% 543 453 19.9%
PBT before Exceptional Items 1,774 1,667 1,846 6.4% -3.9% 5,008 4,496 1.4%
Exceptional Items 0 129 o] NA NA 129 0 NA
PBT 1,774 1,796 1,846 1.2% -3.9% 5,137 4,496 14.3%
Tax 401 273 41 46.9% 870.5% 899 114 690.9%
Share of Associates & JV 4 9 -1 NA NA 15 -6 -361.0%
Minority interest 7 3 (o] NA NA 10 (o] NA
PAT 1,384 1,534 1,805 -9.8% -23.3% 4,264 4,376 -2.6%
PAT Margin (%) 8.2% 9.3% 1.1% -113 bps -289 bps 8.7% 9.3% -59 bps
EPS 7.0 7.8 9.2 -10.0% -23.6% 21.6 22.3 -2.8%
Adj. PAT 1,384 1,405 1,805 -1.5% -23.3% 4,135 4,376 -5.5%
Adj. PAT Margin 8.2% 8.5% 1.1% -35 bps -289 bps 8.4% 9.3% -1 bps
Adj. EPS 7-0 7.8 9.2 -9.6% -23.3% 21.7 22.3 -2.7%

Source: Company, DevenChoksey Research
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Exhibit 1: Profit & Loss Statement Exhibit 2: Balance Sheet
INR Mn FY23 FY24 FY25E  FY26E  FY27E INR Mn FY23 FY24 FY25E FY26E FY27E
Revenues 56,526 | 62,286 | 64,876 | 69,939 | 75,988 | [FQuity
Equity Capital
COGS 17,088 17,151 17,161 18,324 19,149 quity -aptta 393 393 393 393 393
) Other Equity 43,312 47,789 51,423 57,748 66,560
Gross profit 39,438 | 45,136 47,715 51,615 56,839
Total Equity 43,705 48,182 51,816 58,141 66,953
Employee cost 11,691 14,463 15,410 15,037 15,198
Non-Current
Other expenses | 20,663 | 21,339 22,923 | 23,989 | 26,064 Liabilities
EBITDA 7,084 9,334 9,382 12,589 15,578 Long-term
d ! ! ! ! borrowings 692 629 692 761 837
Depreciation 2,754 2,727 2,810 2,979 3,1M
Long-term
- 1,062 1,095 1,205 1,325 1,458
EBIT 4,330 6,607 6,572 9,610 12,467 provisions
Finance Costs 02 62 10 6 6 Other Non-Current
2 2 / o e e 0 4305 | 4305 | 4305 | 4305
Liabilities
Other Income 27 283 372 406 441
Total Non-Current
PBT 8 6,328 6,2 16 12,208
3,655 »3 »234 93 y Liabilities 1,754 6,028 6,201 6,390 6,599
Tax 126 160 1,176 1,304 1,709
PAT 3,420 6,158 5,078 8,026 10,513 Current Liabilities
EPS (INR 17. 1. 25.8 0.8 . .
(INR) 74 313 > 4 535 | [Borrowings 0 4305 | 4305 | 4305 | 4305
Adj. PAT 3,420 6,158 5,078 8,026 10,513
Trade Paybles 6,798 7,356 8,228 8,785 8,656
Adj EPS (INR) 17.4 31.3 25.8 40.8 53.5
Other current as7 | ae) | (699) | Gs2) | 18
Exhibit 3: Cash Flow Statement liabilities ’ 4

Total Current

INR Mn FY23 FY24 FY25E FY26E FY27E Liabilities 16,369 10,245 11,834 12,738 12,979
CFFO 7,240 8,032 7,169 8,293 9,471 Total Liabilities 18,123 16,274 18,035 19,128 19,578
CFFI (4,476) | (3,206) | (4,530) | (4,620) | (4,641) Non-Current Assets
CFFF (2,620) | (4,379) | (2,219) | (2,203) | (2,196)

: : : : : :mPerty Pt'a"ts and| 53085 | 25467 | 26,098 | 28382 | 20,636
Net Inc/Dec in ; 20 1470 26 P EES
cash 44 447 4 147 1635
Opening Cash 611 755 1,202 1,622 3,092 Capital WIP 6,013 5244 5244 5244 5244
Adjustment 0 0 0 0 0 Other Non-current 5ot - . 5
s 173 »9 3,197 3,453 3,729
Closing Cash 755 1,202 1,622 3,092 5,727
Total Non-Current
Exhibit 4: Key Ratio Assets 32,728 33,670 35,438 37,079 38,608
INR Mn FY23 FY24 FY25E FY26E FY27E e -
EBITDA Margin o . o o
%) 12.5% 15.0% 14.5% 18.0% 20.5% Inventories 14,753 16,435 16,221 17,320 18,624
Tax rate (%) 3.6% 2.5% 18.4% | 14.2% 14.1% Trade Receivables | 10,464 10,248 10,665 13,413 16,655
Net Profit Margin
= itMarginf - ¢ 1o 9.9% 7.8% 1n5% | 13.8% Cash and Bank 755 1,202 1,622 3,092 5727
ROE (%) 7.8% 12.8% 10.0% 13.6% 15.5% Oher current assets 3,060 2,836 5,904 6,365 6,915
ROCE (%) 9.8% 12.4% 11.6% 15.2% 17.3%
Total Current 29,032 0,722 12 0,18 21
Current Ratio (x) 1.6 1.8 3.0 2.9 3.2 Assets 903 30,7 344 40,159 479
P/E(x) 51.1 28.4 34.4 21.8 16.6 Total Assets 61,828 64,456 69,850 77,269 86,530

Source: Company, DevenChoksey Research
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Alembic Pharmaceutica d Rating Legend (Expected over a 12-month period)
P P Reco endatio Our Rating Upside
Date R R
06-Feb-25 889 909 HOLD Buy More than 15%
08-Nov-24 1,080 1,122 HOLD Accumulate 5% —15%
13-Aug-24 1,111 1,122 HOLD Hold 0-5%
14-May-24 951 986 HOLD
Reduce -5%-0

08-Feb-24 977 1,023 HOLD
17-Nov-24 738 770 HOLD Sell Less than - 5%
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