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Pharmaceuticals Robust volume growth in the formulation business and healthy product launch pipeline
Nifty 19749 0.19% 5.80% 8.53% 20.86%
Sensex 66795 0.31% 5.74% 9.20% 21.96%
Nifty Pharma 14017 -0.26% 5.67% 11.68% 10.53%
BSE Healthcare 26342 -0.38% 4.87% 14.68% 16.30%
Sun Pharma 1,078 1,172 8.76% 25,85,464 22.6 BUY
Dr. Reddy’s 5,231 5,155 TA* 8,71,266 16.5 BUY
Cipla 1,033 1,167 13.03% 8,33,474 19.8 BUY
Lupin 934 816 TA* 4,25,037 18.7 ACCUMULATE
Glenmark Pharma 702 683 TA* 1,98,068 9.8 BUY
Alembic Pharma 662 704 6.40% 1,30,056 15.0 BUY
Zydus Lifesciences 602 623 3.48% 6,09,395 16.0 BUY
Aurobindo Pharma 737 665 TA* 4,31,954 19.3 HOLD
Supriya Lifescience Ltd 245 292 19.04% 19,742 14.0 BUY
Ami Organics Ltd 1,173 1,305 11.27% 42,735 31.8 BUY
Granules India 31 368 18.19% 75,360 10.5 BUY

Note: We will review targets & ratings post detailed QiFY24 results analysis and conference call of said companies. T.A: Target Achieved Source: KRC & Bloomberg, Data as of July 18th, 2023

SECTOR OVERVIEW

IPM growth witnessed strong performance in the quarter ended April-June 2023:

In Q1FY24, the Indian Pharma Market (IPM) experienced a 10.7% YoY sales growth, primarily due to a 16.0% increase in realization,
whereas volume declined by 13.9%. The growth from new product launches was approximately 8.6% compared to the same quarter
last year. IPM witnessed growth across various therapy areas during Q1FY24. The YoY growth in IPM was driven by double-digit
growth in several therapy categories, including respiratory (+38%), pain management (+20%), CNS (+18%), cardiac (+18%),
dermatological (+16%), gynecological (+15%), anti-infectives (+15%), anti-diabetic (+14%), vitamins (+13%), and gastroenterology (+12%).
Both the acute and chronic segments demonstrated strong YoY growth during the quarter.

In Q1FY24, we anticipate a strong revenue increase of 22.49% YoY (+0.50 QoQ) within our coverage universe of pharmaceutical
companies. This growth will be driven by several factors, including improved performance in the US generics market, solid
performance in branded markets, a gradual alleviation of cost pressures, market share gains in recently launched products such as
gRevlimid, as well as other important and competitively limited products in the US, and normalized growth in the India Pharma
Market. However, it is worth noting that the recent issuance of Form 483 observations or warning letters by the USFDA to certain
Indian manufacturing facilities may result in a delay in the introduction of new and critical products for competitors like Sun Pharma
and Cipla. The growth of the IPM will heavily depend on the continued expansion of the chronic segment. This, coupled with growth
in emerging markets, will contribute to increased sales for large companies and diversified players. In terms of companies under our
coverage, Granules (+21.40% YoY), Lupin (+20.60% YoY), Dr. Reddy (+12.30% YoY), and Alembic Pharma (+10.90% YoY) are expected to
achieve the highest YoY revenue growth in Q1FY24E.

Ease of inflationary pressure will lead to improvement in margin:

We anticipate a healthy improvement in profitability for our coverage universe, both on a YoY and QoQ basis. This improvement will
be driven by volume growth in both the US and domestic formulation segments, a reduction in inflationary pressure, a decrease in
high-priced channel inventory, and lower freight rates. However, these positive factors will be partially offset by pricing pressure in
the US market, especially in US generic business. As a result, the net profit for the coverage universe is expected to increase by 10.0%
YoY (14.07% QoQ). The recovery in margins is a positive development, indicating a reduction in high inflationary pressures in Q1FY24.

Sector Outlook:

The IPM is projected to experience a high single-digit growth rate in the Q1FY24. This growth will be driven by the recovery in volume
from the US and European markets, expansion in the domestic formulation sector, a promising pipeline of product launches, partially
offset by price erosion in the US generic business and a downward revision in the National List of Essential Medicines (NLEM).
Additionally, there are emerging opportunities in COMO and API Synthesizing companies, particularly in the innovative, specialty, and
biosimilar product segments. These opportunities are expected to serve as key growth drivers for the pharmaceutical industry.
Considering these factors, we maintain the belief that the long-term growth outlook for pharma companies remains intact, and they
are anticipated to deliver robust performance in the upcoming quarters. Our top recommendations in the sector include Sun Pharma,
Cipla, Alembic Pharma, and Granules India.

ANALYST Phone: +91-22-6696 5555, Fax: +91-22-66919576
Abhishek Agarwal, researchs@krchoksey.com, +91-22-6696 5540 is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ
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Exhibit 1: Quarterly result expectation for companies under coverage

INRMn QiFY24E Qi1FY23A  YoY ‘ Q4FY23A QoQ Remarks

Sun Pharma
We anticipate Sun Pharma's revenue to increase by 8.6% YoY (+6.9% QoQ) to

Sales 1,16,837 [ 1,07,618 [ 8.6% |1,09,307 | 6.9% [INR 116837 Mn, driven by geographic growth and the strong growth of
llumya and Cequa; however, the Taro Business is anticipated to stay

6 8 o 8 o subdued due to a lack of new launches and price erosion. The import

EBITDA [ 30,962 | 27,387 1312 26,293 9-4% warning at the SUNP facility in Halol and the non-compliance letter at the

- facility in Mohali will probably continue to hurt the company's US generics

Adj. .Net 23,415 19,152 22.3% 21,831 7.3% business. Given the pricing increases throughout the portfolio, we

Profit anticipate a modest growth of 7% YoY in the domestic formulation business
due to impact of the NPPA and delayed in monsoon effected the acute

EBITDA o o o business. US formulation is expected to report 6% YoY growth due to the

5% 4% .9%

(%) 265 25.4% | 105bps | 25.9 62 bps introduction of g Revilimid and its increasing sales. EBITDA is anticipated to
be INR 30962 Mn for the quarter (+13.1% YoY and 9.4% QoQ), with EBITDA
margins remaining at 26.5% (+105bps YoY and 62bps QoQ). The PAT margins

NPM (%) | 20.0% 17.8% | 224 bps [ 20.0% 7bps | are expected to be 20.0% (+224bps YoY, +7bps QoQ) and the Net profit to be
23415 Mn.

Dr. Reddy’s Laboratories
The revenue for Dr. Reddy’s is expected to increase by 12.3% (-11.0% QoQ) in

Sales 56,200 | 50,028 | 12.3% 63,152 | -11.0% [ Q1FY24 aided by healthy growth in US revenue by g Revlimid and new
launches. We anticipate a 15% increase in business in North America, driven

EBITDA 14,162 7,111 99.2% 15,879 10.8% | by the ramp-up of g Revlimid as well as of gAmitiza, gNuvaring,
gRemodulin, and glLexiscan. Share gain in gSuboxone partly offset by share

Adj. Net loss in gCiprodex along with price erosion. The estimated EBITDA is INR

Profit 9,130 3,951 131.1% 9,601 -4.9% | 14162 Mn (99.2% YoY, -10.8% QoQ), margins are expected to rise by 131% YoY
(-4.9% QoQ) to 25.2% by increase in g Revlimid sales and product mix. PAT

EOBITDA 25.2% 14.2% [1,009 bps| 25.1% 6 bps expected to be at 9130 Mn in Q1FY24, with steady PAT margins of 25.2%

(%) (+1099 bps YoY, -6 bps QoQ).

NPM (%) | 16.2% 7.9% 835bps | 15.2% | 104 bps

Cipla
We expect that Cipla's revenue will grow by 8.3% YoY and 1.4% QoQ as a

Sales 58,206 | 53,752 8.3% | 57,393 1.4% | result of the domestic market's strong growth. The revenue of Indian
businesses is anticipated to increase by 7% YoY. We anticipate that

o o decreased Albuterol Sulfate will put pressure on the North American

EBITDA | 12,920 1,434 13.0% 737 10.1% market, however, the North American is expected to rise by 8% YoY. SAGA's
business is expected to grow by 7%, taking into account its new product

Net o o . . . . ..

, 7,855 6,864 14.4% 3,935 99.6% launches in a variety of markets EBI.TDA is ant|c1.pated to be reporte.d at INR
Profit 12920 Mn with a 22.2% EBITDA margin. The margins are expected to improve
EBITDA owing to better product mix. The PAT is expected to be at INR 7855 Mn and
®) 22.2% 21.3% 93 bps 20.5% | 175 bps | the PAT margins to report 13.5%(+72 bps YoY, +664 bps QoQ).

NPM (%) | 13.5% 12.8% 72 bps 6.9% | 664 bps

Lupin
Due to strong sales in the US, Lupin is expected to report a substantial rise

Sales 45,147 | 37,438 | 20.6% | 44,301 1.9% | in revenue to INR 45147 Mn (+20.6% YoY and 1.9% QoQ). Additionally, US
launches including Spiriva, Diazepam Gel, Varenicline, and Darunavir are

6 6 o 8 6.0% anticipated to contribute considerably in the upcoming quarters. The

EBITDA 704 1,639 309.0% 577 16.0% company has increased its market share in products like gSuprep, gPennsaid

- and gPerforomist. The addition of 1,000 medical representatives (MRs)

Adj. 'Net 2,066 5520 | -2911% | 2,424 22.4% |would be advantageous for the Indian business. The US and Indian

Profit formualtions market is anticipated to expand by 6% YoY. We anticipate

EBITDA 10 EBITDA to increase by 309% YoY, 16% QoQ to INR6704 mn and margins to

N 14.9% 4.4% ;) 47 13.0% 181bps | be at 14.9% (, +1047 bps YoY,+181 bps QoQ) as a result of portfolio

*) ps optimizations and cost optimization measures. The Net profit is expected to

. 6.6% , 1,072 y b report at INR 2966 Mn and the margins to grow by +1072 bps YoY and +110
NPM (%) .6% -4.1% bps 5.5% 110 bps | bps QoQ)
ANALYST Phone: +91-22-6696 5555, Fax: +91-22-6691 9576

Abhishek Agarwal, researchs@krchoksey.com, +91-22-6696 5540

is also available on Bloomberg KRCS<GO>

Thomson Reuters, Factset and Capital IQ
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Exhibit 1: Quarterly result expectation for companies under coverage
INR Mn Q1FY24E QiFY23A YoY Q4FY23A QoQ Remarks

Glenmark Pharma

Glenmark is expected to report a revenue growth of INR 29619 Mn (6.6%
Sales 29,619 | 27,773 6.6% 33,737 | -12.2% | YoY/-12.2 QoQ). Indian business is expected to grow by 6.5% YoY as a result
of increased in its market share in the key therapeutic categories. On the
. . account of new product launches, improvement in the service led volume,
EBITDA 5,622 4,316 30.3% 6,050 7% | and easing of the price erosion we expect the revenue of the US business
to grow by 5%. The EBITDA is expected to rise by 30.3 % YoY/ -7.1% QoQ) to

Adj. Net o o | INR 6230 Mn. The EBITDA margins are expected to report at 19.0% (
. 2,8 1,92 0.4% 1 -22.1%
Profit 095 925 >0-4 374 +344bps YoY,105 bps QoQ). The net profit is expected to be at 2895 Mn
(+50.4% YoY, -22.1% QoQ) and the NPM at 9.8% ( +284bps YoY, -124 bps QoQ)
EBITDA o o 9
@) 19.0% 15.5% | 344 bps | 17.9% 105 bps

NPM (%) | 9.8% 6.9% | 284bps| 11.0% |-124bps

Alembic Pharmaceuticals

Due to the APl and Indian formulations business, Alembic Pharma is
Sales 13,992 | 12,621 10.9% | 14,065 | -0.5% | anticipated to report revenue of INR 13992 Mn (+10.9% YoY, -0.5% QoQ),
with US pricing erosion is expected to persist in the mid term. We anticipate
a 35% YoY increase in APl business and a 9% increase in Indian business.
EBITDA 2,239 147 1427.1% 2,123 5.5% EBITDA and net profit expected to report at INR 2239 Mn and INR 1123 Mn,
respectively. The PAT margins are likely to expand by 1325 bps YoY ( -282

Net o o | bps QoQ) to 8.0%, while the EBITDA margins are anticipated to rise to 16%
. 1,12 -6 -270.4% 1,52 -26.3% ’

Profit 123 59 704 1525 3 (+1484bps YoY, +91bps QoQ).

éB)ITDA 16.0% 1.2%  [1,484 bps| 15.1% 91bps

NPM (%) | 8.0% -5.2% |1,325bps| 10.8% |-282bps

Zydus Lifesciences Ltd.

In Q1FY24 we expect the Zydus life science to report a revenue of INR
44372 Mn owing to new launches in gRevlimid and gTrokendi in the US
markets. The US business is anticipated to grow by 9% and the Indian
EBITDA 9,504 8,330 14.1% 12,556 -24.3% Business to grow by 10%. The margins are expected to improve by 14.1%
YoY and -24.3% QoQ due to benefits of g Revilimd sales and better product
mix and might be offset by greater R&D expense. The PAT is expected to

Sales 44,372 | 40,727 8.9% 50,106 -11.4%

Adj. Net o o

Prc]>fit 6,075 5,295 14.7% 9,001 -32.51% | grow by 14.7% YoY and -32.51% QoQ to INR 6075 Mn and the PAT margins to
improve by +69bps YoY and -427 bps QoQ. TO 13.7%

éB)ITDA 21.4% 20.5% 97 bps 25.1% | -364 bps

NPM (%) | 13.7% 13.0% 69 bps 18.0% | -427 bps

Aurobindo Pharma

Aurobindo Pharma is anticipated to report a flat revenue growth of INR
Sales 65,557 | 62,359 5.1% 64,730 1.3% | 65557 Mn (+5.1% YOY, 1.3% QoQ) due to continued effect of US pricing
pressure. EBITDA is anticipated to be INR 11782 Mn. The European and
R ., | Growth markets are expected to grow by 12% and 20% respectively and US
EBITDA 1,782 9,647 22.1% 10,022 17.6% markets is expected to grow by 1.5% YoY. EBITDA margins is expected to
increase by +250bps bps YoY (+ 249 bps QoQ) to report at 18.0% as a result

Adj. Net 9 o | of softening input cost and price stability in the US markets. The PAT
. 0 88 8.3% 8.8%
Profit 759 >4 363 4773 > margins are expected to grow by 278 bps YoY (+419 bps QoQ) to 11.6% and
the PAT to be reported at INR 7590 Mn.
EBITDA o 9 9
@) 18.0% 15.5% | 250bps | 15.5% | 249 bps

NPM (%) | 11.6% 8.8% 278 bps 7.4% 419 bps

ANALYST Phone: +91-22-6696 5555, Fax: +91-22-6691 9576
Abhishek Agarwal, researchs@krchoksey.com, +91-22-6696 5540 is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ
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Exhibit 1: Quarterly result expectation for companies under coverage

INR Mn QIFY24E Q1FY23A  YoY Q4FY23A QoQ Remarks
Supriya Lifescience Ltd
The revenue of Supriya lifescience is expected to grow by 74% YoY and
Sales 1,341 769 74% 1014 5.6% | 5.6% QoQ driven by strong traction in US, Europe and Latin America
Markets. The EBITDA is expected to be at INR 385 Mn ( +149% YoY,
. . +6.7% QoQ ) The EBITDA margins to grow by 862 bps YoY and 15 bps
EBITDA 385 155 149% 140 6.7% QoQ as a result of optimizing product mix. PAT for the quarter is
expected to be at INR 275 Mn (+256% YoY and +7.2% QoQ) and the
PAT 275 77 256% 95 2.2% margins are estimated to be at 20.5% ( +1047bps YoY, +14 bps QoQ).
EBITDA o o o
Margin (%) 28.7% 20.1% | 862bps | 13.4% 15 bps
NPM (%) 20.5% 10.1% |1047bps| 9.% 14 bps
Granules India Ltd
We expect Granules to report a revenue of INR 12377 Mn( +21.45 YoY,
Sales 12,377 | 10,196 21.4% 11,955 3.5% | +3.5% QoQ backed by growth in US and European markets. The EBITDA
for the quarter is expected to be at INR 2500Mn. The EBITDA margins
. . are expected to contract by 54 bps YoY (+1bps QoQ) as result of price
EBITDA 2,500 2,115 18.2% 2,281 9.6% erosions in the US markets. PAT is expected to be at INR 1394 Mn( +9.3%
YoY, 16.6% QoQ) . PAT margins are expected to be at 11.3%( -125bps YoY,
Net Profit 1,394 1,276 9.3% 1,196 16.6% | bps QoQ)
EBITDA (%) | 20.2% 20.7% | -54 bps 19.1% 1bps
NPM (%) 1.3% 12.5% | -125bps | 10.0% 1bps
Ami Organics Ltd
. . | We expect Ami Organics Ltd to report revenue growth of 70.68% on a
Sales 2,236 1,310 70.68% 1,863 20.00% | yoy basis and 20% on a QoQ basis owing to healthy pipeline in pharma
segment and commercialization of Electrolytes additives from Q1FY24.
We believe EBITDA margin will expand by 522 bps on a YoY basis and
EBITDA 509 230 121.30% 408 24.75% | 90 bps on a sequential basis. Ami Organics foraying into emerging
segment like semiconductor chemicals, Electrolytes will drive growth
going ahead. Management expects share of specialty chemicals to
Net Profit 350 149 134.89% 272 >8.68% | increase and margins will expand going forward.
EBITDA (%) | 22.78% | 17.56% | 522bps | 21.88% | 90 bps
NPM (%) 15.67% 11.39% | 428 bps | 14.57% | 110bps
ANALYST

Abhishek Agarwal, researchs@krchoksey.com, +91-22-6696 5540

Phone: +91-22-6696 5555, Fax: +91-22-6691 9576

is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ
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Buy More than 15%

Accumulate 5% —15%

Hold 0-5%

Reduce -5% -0

Sell Less than - 5%

ANALYST CERTIFICATION:

1, Abhishek Agarwal (CA, CFA L3 cleared), Research Analyst, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect my views about the subject issuer(s) or
securities. | 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.

Terms & Conditions and other disclosures:

KRChoksey Shares and Securities Pvt. Ltd (hereinafter referred to as KRCSSPL) is a registered member of National Stock Exchange of India Limited and Bombay Stock Exchange Limited. KRCSSPL is a registered Research Entity vides SEBI
Registration No. INH000001295 under SEBI (Research Analyst) Regulations, 2014. KRCSSPL Register with CDSL Registration No IN-DP-425-2019.

The information and opinions in this report have been prepared by KRCSSPL 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 KRCSSPL. While we would endeavor to
update the information herein on a reasonable basis, KRCSSPL is not under any obligation to update the information. Also, there may be regulatory, compliance or other reasons that may prevent KRCSSPL 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 KRCSSPL policies, in circumstances where KRCSSPL 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. KRCSSPL 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. KRCSSPL 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. Our employees in sales and
marketing team, dealers and other professionals may provide oral or written market commentary or trading strategies that reflect opinions that are contrary to the opinions expressed herein, in reviewing these materials, you should be
aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

We submit that no material disciplinary action has been taken on KRCSSPL and its associates (Group Companies) by any Regulatory Authority impacting Equity Research Analysis activities.

KRCSSPL prohibits its associate, analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analyst covers.

KRCSSPL or its associates (Group Companies) collectively or its research analyst, or relatives do not hold any financial interest/beneficial ownership of more than 1% (at the end of the month immediately preceding the date of
publication of the research report) in the company covered by Analyst, and has not been engaged in market making activity of the company covered by research analyst.

It is confirmed that, |, Abhishek Agarwal Research Analyst of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months. Compensation of our Research Analysts is not
based on any specific brokerage service transactions.

KRCSSPL or its Associates (Group Companies) have not managed or co-managed public offering of securities for the subject company in the past twelve months.

KRCSSPL or its associates (Group Companies) collectively or its research analyst, or relatives might have received any commission/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 brokerage services or specific transaction or for products and services other than brokerage services.

KRCSSPL or its associates (Group Companies) collectively or its research analyst, or relatives might have received any commission/compensation from the companies mentioned in the report during the period preceding twelve months
from the date of this report other than investment banking or merchant banking or brokerage services from the subject company

KRCSSPL encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report. KRCSSPL 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 KRCSSPL nor Research Analysts his associate or his relative, have
any material conflict of interest at the time of publication of this report.

It is confirmed that, Abhishek Agarwal, Research Analyst do not serve as an officer, director or employee of the companies mentioned in the report.

KRCSSPL or its associates (Group Companies) or its research analyst has may been engaged in market making activity for the subject company.

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 KRCSSPL 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 them of and to observe such restriction.
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