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US pricing pressure eases; margins improve

Key Points

» NBIE Pharma coverage universe’s revenue is expected to grow by ~11% YoY in
3QFY25, driven by a pick-up in US sales, gRevlimid & gSpiriva and favourable
currency movements. Domestic market’s weak volume growth was partially covered
by price hikes in Chronic therapies. We expect the Chronic therapies to grow by
>12% YoY.

» Margins are expected to improve YoY on the back of a better product mix, price hike
benefits in branded markets and normalizing cost inflation. Also, normalising US
pricing pressure will support margins.

» Growth in Domestic Formulations business is expected to moderate to ~10% YoY
(Ex-Mankind) despite support from new launches and price hikes.

» The US business is expected to grow by ~8% YoY in CC terms mainly on the back
of gRevlimid & gSpiriva and new launches, but it is expected to remain almost flat
QoQ. Also, softer raw material prices are supporting US growth.

Company-wise performance: Among the Large Caps, all coverage companies are expected
to report decent numbers. In terms of revenue, Zydus, DRL, Mankind (due to acquisition) and
Torrent Pharma are expected to report >10% YoY growth among the Large Caps while Eris
Life/JB Chem (due to acquisitions) are expected to report strong double-digit YoY revenue
growth in the Mid Cap/Small Cap space. Among the MNCs, Sanofi is expected to report 4%
YoY revenue growth in spite of divestment of brands, with YoY margin improvement. Pfizer is
expected to report a growth of 5% YoY on the back of a muted season (as it has an Acute-
heavy portfolio). Our preferred picks are Cipla, Dr. Reddy’s & Sun Pharma in Large Caps and
JB Chem and Eris Life in Mid Cap/Small Cap space.

Currency tailwinds to aid growth: INR depreciated against USD on an average by 1% YoY
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Company TP CMP Rating Sales EBITDA EBITDA margin (%) PAT

(Rsmn) (Rs) (Rs) 3QFY25E YoY(%) QoQ(%)| 3QFY25E YoY(%) QoQ(%) 3QFY25E 2QFY25 3QFY24|3QFY25E YoY(%) QoQ(%)
Ajanta Pharma 3,103 2,776 | Hold 11,666 5.6 -1.7 3,091 -1.6 0.7 26.5 26.2 28.4 2,195 45 1.4
Alembic Pharma 1,100 1,002 | Hold 17,404 6.7 5.6 3,037 14.01 26.9 17.4 14.5 16.3 1,841 20 323
Alkem Laboratories | 6,124 5,227 | Hold 35,157 5.8 3.0 7,207 1.9 -4.3 20.5 22.0 21.3 6,038 6.6 -12.3
Cipla 1,828 1,439 | Buy 71,650 8.5 1.6/ 19,205 9.9 1.9 26.8 26.7 26.5| 13,305  10.9 3.4
Dr. Reddy's Labs 1,703 1,335 | Buy 81,527 13.0 1.7| 22,828 13.1 37.8 28.0 20.7 28.0, 16,519 198 77.0
Eris Lifesciences 1,316 1,248 | Buy 7,731 59.0 4.3 2,792 50.1 5.5 36.1 35.7 36.1 1,021 -0.6 115
Gland Pharma 2,020 1,695 | Hold 15,467 0.1 10.0 3,647 23 22.8 23.6 21.1 23.1 1,995 40 220
Indoco Remedies 330 324 | Hold 4,413 -3.9 2.0 436  -30.7 8.3 9.9 9.3 13.7 27 722 NA
J.B Chemicals 2,143 1,785 | Buy 10,213 20.9 21 2,758 23.6 1.9 27.0 27.0 26.4 1,803  35.0 33
Jubilant Pharmova | 964 924 | Hold 18,959 13.0 8.2 3,052 40.0 5.5 16.1 16.5 13.0 1,197 792 25
Lupin 1,967 2,154 | Hold 56,949 9.6 0.4| 12,379 19.3 5.4 21.7 23.1 20.0 7,127 162 -138
Mankind 2,715 2,595 | Hold 30,945 18.7 0.6 8,105 33.6 -4.6 26.2 27.6 23.3 5391 188 -18.2
Natco 1,516 1,211 | Hold 8,798 16.0 -35.8 4,569 70.4 -43.2 51.9 58.7 35.3 3,600 69.3 -46.8
Pfizer 4,354 5,090 | Sell 5,670 5.0 3.7 1,920 25.9 1.5 33.9 32.2 28.3 1590 28.1 0.4
Sanofi India* - - F\EJ er:/di:vrv - - - - - - - - - - - -
Sun Pharma 1,863 1,746 | Hold | 1,32,295 6.9 -0.5| 35,058 0.8 -11.0 26.5 29.6 28.1 26,165 1.3 -137
Torrent Pharma 3,189 3,235 | Hold 30,069 10.1 4.1 9,622 10.7 25 32.0 325 31.8 4871 27.8 7.5
Zydus Lifescience | 1,089 975 | Hold 51,013 13.2 47| 14,364 328 2.4 28.2 28.8 240/ 10,238  35.2 -13
Our coverage universe 5,95,269 11.0 1.1| 1,55,337 14.4 0.1 26.1 26.4 25.3| 1,05,809 14.4 -13

Source: Company, Nirmal Bang Institutional Equities; *Sanofi follows calendar year
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Ajanta Pharma: Revenue is expected to grow by ~6% YoY, mainly driven by double-digit growth
in Domestic as well as Africa branded business. Domestic business is expected to grow by 11%
YoY, mainly driven by strong growth across key segments. Asia and Africa branded businesses
are expected to grow by 12% YoY and 5% YoY, respectively. US market revenue is expected to
grow by 11% YoY mainly on the back of easing pricing pressure. EBITDA margin is expected to
remain flat YoY at 26%.

Alembic Pharma: Revenue is expected to grow by ~7% YoY on the back of a 6% YoY growth in
the Domestic market. The US business is expected to grow by 10% YoY in CC terms considering
the low base of 3QFY24. EBITDA margin is expected to improve by 110bps YoY to ~17.4% on
the back of softening of raw material prices. Net profit is expected to remain flat on account of
higher tax outgo.

Alkem: Revenue is expected to grow by ~6% YoY as growth in the Domestic business is largely
expected to be ~11% YoY whereas the US business is expected to remain flat YoY at US$85mn.
ROW business is expected to grow by 5% YoY. EBITDA margin is expected to fall by 80bps YoY
to 20.5% due to higher other expenses.

Cipla: Revenue is expected to grow by ~9% YoY, driven by gRevlimid in the US and 11% YoY
growth in the Domestic business. The US business is expected to grow in mid to high single digit
to US$253mn due to a decline in the base business (including Albuterol Sulphate HFA). EBITDA
margin is expected to remain flat YoY to 26% mainly led by easing pricing pressure and lower
RM costs. Net profit is expected to grow by 10% YoY, mainly due to the absence of one-time
expense and lower tax.

DRL: Revenue is expected to grow by 12% YoY (on the back of acquisition). US revenue is
expected to grow by 17% YoY to US$473mn on account of an acquisition. India business is
expected to grow by 13% YoY. EBITDA margin is expected to remain flay YoY to ~28% on
account increased R&D spends and expenses.

Eris Life: Revenue is expected to grow by ~60% YoY, mainly driven by continuous strong growth
in key brands and newly acquired growth in Oaknet, Biocon and Swiss business. Consolidated
EBITDA margin is expected to remain flat at ~36%.

Gland Pharma: Revenue is expected to remain flat on back of consolidation of Cenexi, a gradual
recovery in Emerging Markets (EM) and currency tailwinds. EBITDA margin is likely to improve
by 50bps YoY to 23.6% mainly due softening of raw material prices.

Indoco Remedies: Revenue is expected to decline by ~4% YoY on account of remediation of
plants. Domestic Formulations business is expected to grow by 10% YoY. Exports are expected
to remain flat YoY due to plant remediation process. EBITDA margin is expected to decline by
400bps YoY to 9.9% on account of staff and other expenses.

JB Chemicals: Revenue is expected to grow by ~21% YoY, mainly driven by double-digit growth
in the domestic base business following brand acquisitions. Exports business is expected to grow
by 12% YoY. We expect EBITDA margin to improve by 60bps YoY to 27%, driven by lower ESOP
cost and a better product mix. Net profit is expected to grow by ~35% YoY on the back of lower
interest expense.

Jubilant Pharmova: Revenue is expected to grow by ~13% YoY. Radiopharma and Radio
Pharmacy business is expected to grow by 10% YoY. EBITDA margin is expected to improve by
310bps YoY to ~16% on the back of reduced cost of raw materials, employees and other expense.
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Lupin: Revenue is expected to grow by ~9% YoY, with the US market expected to report strong
double-digit growth, largely led by the launch of Spriva and currency tailwinds. The Domestic
business is expected to grow by 13% YoY as loss of exclusivity in Diabetes and CVS therapy
areas could hamper growth. EBITDA margin is expected to expand by 170bps YoY to 21.7% on
the back of reduced raw material prices and other expenses.

Natco Pharma: Revenue is expected to grow by 16% YoY, driven by gRevlimid supply to the
partner and launch of CTPR. EBITDA margin is likely to improve to ~52%, mainly led by the ramp-
up in gRevlimid supply, growth in the Agro Chem business and reduction in RM costs. Net profit
is expected to grow by 41% YoY, in line with the sales and a better operational performance.

Pfizer: Revenue is expected to grow by 12% YoY, led by a pick-up in the Acute segment. EBITDA
margin is expected to improve by 891bps to 29.7% on the back of operating leverage and reduced
raw material prices. Net profit is expected to improve by 655bps to 24% YoY, in line with the
operational performance.

Sanofi India: We are evaluating the potential impact of the demerger of the Consumer Healthcare
business from Sanofi India. It is still under review and we will provide an update after the 4QCY24
results.

Sun Pharma: Revenue is expected to grow by 8.6% YoY, driven by continuous strong growth in
US Specialty business. The US Specialty business is expected to grow by 5% YoY on a higher
base of last year, driven by continuous growth in Winlevi, llumya & Cequa along with the ramp-
up of gRevlimid. Growth in the US generics business (ex-Taro) is expected to decline on a QoQ
basis due to regulatory concerns at Mohali and Halol facilities. Growth in Taro is expected to
remain subdued due to increased competition and lack of meaningful launches. The India
business is expected to grow by 9% YoY, driven by growth across segments. EBITDA margin is
expected to remain strong at ~27%.

Torrent Pharma: Revenue is expected to grow by 10% YoY, led by the acquisition of Curatio as
well as strong growth across key markets. Domestic Formulations business is expected to grow
by 13% YoY, driven by the consolidation of Curatio and strong growth in key segments. Brazil
business revenue is expected to remain flat YoY. US business growth is expected to remain
muted on a YoY basis due to the lack of meaningful launches. German business is expected to
grow by 8% YaY, driven by the pick-up in the tender business. EBITDA margin is expected to
remain healthy at ~32%, mainly led by cost rationalization done at the start of FY23.

Zydus Life: Revenue is expected to grow by ~14% YoY, with the US business expected to grow
by 12% YoY as contribution from gRevlimid resumes and in-line market growth in Domestic
business at 15% YoY. EBITDA margin is expected to improve by 400bps YoY to 28% due to
softening of raw material prices. Net profit margin is expected to improve by 300bps YoY to ~20%
due to lower tax outgo.
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation. NBEPL is a
registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no. INHO00001436. NBEPL is also a
registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times, have
different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in securities
Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company. NBEPL or its associates
or Analyst do not have any conflict or material conflict of interest at the time of publication of the research report with the subject company.
NBEPL or its associates or Analyst or his relatives do not hold beneficial ownership of 1% or more in the subject company at the end of the
month immediately preceding the date of publication of this research report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of the company
covered by Analyst during the past twelve months. NBEPL or its associates have not received any compensation or other benefits from the
company covered by Analyst or third party in connection with the research report. Analyst has not served as an officer, director or employee
of Subject Company and NBEPL / analyst has not been engaged in market making activity of the subject company.

Analyst Certification: I/We, NBIE Research, the authors of this report, hereby certify that the views expressed in this research
report accurately reflects my/our personal views about the subject securities, issuers, products, sectors or industries. It is also
certified that no part of the compensation of the analyst was, is, or will be directly or indirectly related to the inclusion of specific
recommendations or views in this research. The analyst is principally responsible for the preparation of this research report
and has taken reasonable care to achieve and maintain independence and objectivity in making any recommendations.
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Disclaimer

Stock Ratings Absolute Returns
BUY > 15%

HOLD -5% to 14%

SELL <-5%

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is
not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in
or refrain from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation
and particular needs of the reader.

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or
redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any
way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients
as customers by virtue of their receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a
state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject
NBEPL & its group companies to registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is
accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it.
NBEPL or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error
in the information contained in this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind,
regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fithess for a particular purpose, and non-
infringement. The recipients of this report should rely on their own investigations.

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications
and alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its
clients, and would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether
the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading.
The price of securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional
risks inherent in international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect
the value of the investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of
NBEPL accept any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication
in relation to this research. Here it may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages
whether direct or indirect, incidental, special or consequential including lost revenue or lost profit that may arise from or in connection with the use of the
information contained in this report.

Copyright of this document vests exclusively with NBEPL.

*“Registration granted by SEBI and certification from NISM in no way guarantee the performance of the intermediary or provide any assurance of returns to
investors."

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.
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