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PHARMA Q4FY24 PREVIEW: BETTER PERFORMANCE LED BY NEW LAUNCHES & IMPROVED PROFITABILITY

We anticipate that the Pharma companies within our coverage will collectively
demonstrate revenue growth of 14.3%/1% YoY/QoQ and EBITDA growth of 32.8%/-1%
YoY/QoQ. Sequential growth is expected to be driven by subdued performance in both
the domestic and US markets. The conservative growth projection reflects a seasonally
weak quarter in domestic formulations and mid-single digit growth in US generics,
particularly driven by products such as gRevlimid, gSpiriva, gAlbuterol, gPrezista,
gLenotirade, gProlensa, gChantix, and Biosimilars, among others. The US market is
anticipated to witness mid-teen growth with stable pricing, while the Indian business is
expected to experience a soft quarter in the acute segment due to seasonal factors.

We estimate Dr Reddy, Cipla, and Aurobindo to report gRevlimid sales of $115/$30/$28
respectively for Q4FY24. Single-digit revenue growth may be observed in Europe and the
International market in Q4FY24.

Additionally, we anticipate a sequential decline in margins by 50bps on a QoQ basis for
most companies within our coverage. The primary reasons for this margin reduction are
(i) a weak quarter for the domestic formulations business, (ii) rising freight costs, and (iii)
an increase in marketing, branding, and promotion expenses.

The price index of API/KSM, which comprises the top 15 APIs imported from China
(majorly used as raw materials by Pharma companies), indicates that aggregate API
prices increased by ~12% QoQ. This improvement in API prices was driven by price
stabilization and increased volume across the APIs due to improved demand. Similarly,
crude prices and shipping rates in Q4FY24 have increased from their lows, which may
keep margins flat for Pharma companies moving forward. However, on a yearly basis, the
overall profitability of Pharma companies' aggregate Q4FY24 EBITDA margins improved
by 320bps on a YoY basis.

We recommend BUY on Lupin, Aurobindo, CIPLA, Abbott India, and KIMS.

These companies may surpass the industry growth driven by a superior product
portfolio and strong product pipeline. In hospitals, KIMS is expected to deliver
higher occupancies and realisations as the company is gaining market share
consistently.

Abbott India: We expect Abbott India to report revenue growth of 10% vs. the IPM
growth of 9% for Q4FY24, which is based on a strong uptick in the Hormones and Gastro
segments. Abbott India has strong pricing power which would aid in improving its gross
margins moving forward.

DR REDDY: We anticipate $280 Mn in base business and $115 Mn in gRevlimid sales in
the US. We expect the US sales to remain relatively flat QoQ. We have factored in stable
gRevlimid sales QoQ. Commentary on the US base business and margin trend will be key
monitorables.

CIPLA Ltd: CIPLA maintains a stable market share (MS) in Albuterol, while it is gaining
market share in Brovana. The company is gradually building market share in Lanreotide
injections. We anticipate that Albuterol, Lanreotide, gRevlimid, and Brovana will contribute
to stable sales of $225 Mn in the US market. Additionally, we expect $25 Mn in sales for
gRevlimid in the last quarter.

Lupin: We anticipate $213 Mn in US-based sales for Lupin, supported by contributions
from gSpiriva ($30 Mn), gSupreb, and gPrezista, along with greater pricing stability. The
launch of two new molecules in Q4FY24, gProlensa and gChantix, could add
approximately $13 Mn in incremental sales to Lupin in the last quarter. Additionally,
EBITDA margins could see improvement due to low raw material prices. Overall, we
expect Lupin's sales in Q4FY24 to grow by 17.8% YoY, but by only 1% QoQ.
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API/KSM (Raw Material): The price index of API/KSM, comprising the top 15 APIs imported from China (primarily used as raw materials by Pharma companies), indicates an
aggregate increase of ~12% QoQ and a decrease of 14% YoY. This improvement in API prices was driven by price stabilization and increased volume across APIs due to improved
demand. Similarly, crude prices and shipping rates in Q4FY24 have risen from the bottom, potentially maintaining margins flat for Pharma companies in the near future. However,

on a yearly basis, the overall profitability of Pharma companies' aggregate Q4FY24 EBITDA margins improved by 320bps YoY.

API/KSM: The price index of API/KSM, which comprises the top 15 APIs imported from China (majorly used as raw material by Pharma companies), indicates aggregate API
prices increased by ~12% QoQ and -14% YoY.
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API/KSM: List of top 15 APIs imported from China. These are majorly used as raw materials by Pharma Companies. The price trends indicate an aggregate price
decline of 12% YoY in the last quarter. We believe raw material prices could fall further based on stable production in China and increased supply in India under

the PLI scheme.
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https://www.pharmacompass.com/active-pharmaceutical-ingredients/azithromycin

Pharma

Year-end March

(Rs Cr) Q4FY24  Q3FY24 QoQ(%) Q4FY23  YoY(%) Result expectations

Abbott India

Revenues 1,477 1,437 2.8% 1,343 10.0%

Gross Profit 670 660 1.5% 583 14.9%

Gross margin (%) = o = = Revenue growth of 10% YoY at par with the Industry Growth. Stable
EBITDA 306 388 2.1% 280 41.4% Gross margins, led by stable API Prices.

EBITDA margin (%) 26.8 27.0 20.8

PAT 320 311 2.9% 231 38.5%

EPS (Rs) 152.4 148.1 2.9% 110.0 38.5%

Aarti Drugs

Revenues 680 606 12.2% 742 -8.4%

Gross Profit 227 201 12.9% 227 0.0% = Commencement of new capacity in Diabetes may add growth. Low Raw
Gross margin (%) 33.4 33.2 30.6 material prices like APIs and Organic solvents could improve gross
EBITDA 80 70 14.3% 94 -14.9% margins YoY.

EBITDA margin (%) 11.8 11.6 12.7

PAT 44 37 19.9% 56 -21.7%

EPS (Rs) 4.7 3.9 19.9% 6.0 -21.7%

Aurobindo Pharma

Revenues 7,300 7,352 -0.7% 6,473 12.8%

Gross Profit 4,170 4,201 0.7% 3,542 17.7% = US sales of $432 Mn (-4.2% QoQ) due to the close of Eugia
Gross margin (%) 57.1 57.1 54.7 business in Q4FY24. gRevlimid could offset the lost sales and stable
EBITDA 1,550 1,601 -3.2% 1,002 54.7% Gross margins due to stable API prices in the last quarter.

EBITDA margin (%) 21.2 21.8 15.5

PAT 900 940 -4.3% 506 77.9%

FDEPS (Rs) 15.4 16.0 -4.3% 8.6 77.9%
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Pharma (Cont’d)

Year-end March

(Rs Cr) Q4FY24  Q3FY24 QoQ(%) Q4FY23 YoY(%) Resultexpectations
Biocon
Revenues 3,850 3,604 6.8% 3,774 2.0%
Gross Profit 2,550 2,372 7.5% 2,545 0.2%

) = In the US, 3 biosimilars are maintaining market share; Stable Gross
Gross margin (%) 66.2 65.8 67.4
EBITDA 900 683 31.8% 997 -9.7% margins and EBITDA margins due to a fall in raw material prices
EBITDA margin (%) 23.4 19.0 26.4
PAT 200 54 270.4% 418 -52.2%
FDEPS (Rs) 1.7 0.5 270.4% 3.5 -52.2%
DR REDDY
APl [ G2 S sts L2 = Expect $300 Mn base business & $110 Mn grevlimid sales in the US;
Gross Profit 4,750 5,061 -6.1% 4,417 7.5%

) Expect flattish growth in US sales QoQ. We have factored in stable
Gross margin (%) 64.2 69.9 69.9
EBITDA 2,060 2,023 1.8% 1,534 34.3% gRevlimid sales QoQ. Commentary on US base business and margin
EBITDA margin (%) 27.8 28.0 24.3 trends are key monitorables.
PAT 1,430 1,381 3.5% 960 49.0%
EPS (Rs) 86.1 83.2 3.5% 57.8 49.0%
Lupin Ltd . . N

= Expecting $210 Mn in US base sales, supported by contributions from

Revenues 5,220 5,197 0.4% 4,430 17.8%
Gross Profit 3.480 3.471 0.3% 2 680 29.9% gSpiriva ($30 Mn), gSupreb, and gPrezista, alongside enhanced pricing
Gross margin (%) 66.7 66.8 60.5 stability.
EBITDA 1,030 1,038 -0.8% 578 78.2%
EBITDA margin (%) 19.7 20.0 13.0 = Anticipate flat EBITDA margins due to slight gains in API prices and
PAT 580 613 -5.4% 249 132.9% logistic costs.
EPS (Rs) 12.8 185 -5.4% 515 132.9%
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Pharma (Cont’d)

Year-end March

(Rs Cr) Q4FY24  Q3FY24 QoQ(%) Q4FY23  YoY(%) Result expectations

Gland Pharma

Revenues 1,600 1,545 3.6% 785 103.8%

Gross Profit 980 946 3.6% 420 133.3% = The injectables business and new acquisitions in the US and other
Gross margin (%) 61.3 61.2 53.5 markets are expected to drive sales.

=BITbA 250 7 o4% 169 124.9% = EBITDA could see improvement due to low raw material prices.
EBITDA margin (%) 23.8 23.1 215

PAT 220 192 14.6% 79 178.5%

FDEPS (Rs) 14.2 12.4 14.6% 51 178.5%

CIPLA

Revenues 6,350 6,604 -3.8% 5,739 11.9%

Gross Profit 4,200 4,365 -3.8% 3,676 11.7%

Gross margin (%) — — 1 = Anticipate $225 Mn in base sales in the US market, primarily driven by
EBITDA 1,420 1,748 -18.8% 1,174 12.9% gRevlimid, Albuterol, and Lenotirade.

EBITDA margin (%) 22.4 26.5 20.5

PAT 950 1,224 -22.4% 704 27.2%

EPS (Rs) 11.8 15.2 -22.4% 8.7 27.2%

KIMS

Revenues 634 606 4.6% 576 10.9%

Gross Profit 500 480 4.2% 454 11.6%

Gross margin (%) — — — = Stable Occupancies to drive growth.

EBITDA 156 147 6.1% 163 7.3% => Stable EBITDA growth in the last quarter.

EBITDA margin (%) 24.6 24.3 28.3

PAT 82.00 77 6.5% 99 -1.2%

EPS (Rs) 9.9 9.3 6.5% 11.9 -1.2%
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Pharma (Cont’d)

Year-end March

(Rs Cr) Q4FY24 Q2FY24  QoQ(%) Q4FY23 YoY (%)
HCG

Revenues 486 470 3.4% 442 10.0%
Gross Profit 365 356 2.5% 325 12.3%
Gross margin (%) 75.1 75.7 73.5

EBITDA 83 79 5.1% 76 9.2%
EBITDA margin (%) 17.1 16.8 17.2

PAT 8 4 6 36.4%
FDEPS (Rs) 0.6 0.3 0.4 36.4%

Result expectations

= Expect steady ARPOB and Occupancy dip in the last quarter

= Stable EBITDA growth in the last quarter.
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