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US business remains lackluster; extension of acute season led to healthy perfor-
mance in Domestic market   
We expect the companies under our pharmaceuticals coverage to report revenue growth of 5.4% in 
Q3FY20 with 12.6% growth in profitability, driven by strong traction in India and API business. The 
US revenues are expected to decline by 1.6% YoY , mainly due to high base and lack of meaningful 
launches. However, strong ramp-up in gTamiflu and steady base business performance in some US 
focused players can surprise on positive side. Regulatory hurdles continue to impact as the sector 
received nine warning letters during CY19. With respect to domestic markets, the growth is likely to 
favour companies with larger presence in acute therapy led by extended acute season. Growth in 
other emerging markets and Europe is likely to be driven by new launches. Overall our pharma cov-
erage would post Revenue/EBIDTA/PAT growth of 5.4%/-7.3%/12.6% YoY in Q3FY20. We expect 
the EBITDA margin of our coverage universe to contract by 267bps YoY, owing to weak US perfor-
mance.  

Aurobindo Pharma  

We expect Aurobindo Pharma’s revenues to grow by 11.1% YoY to INR 58bn, aided by integration of 
Apotex business in Europe and strong growth in US business (led by Injectables and incremental 
sales from spectrum acquisition). The company’s EBITDA margin is expected to remain flat at 20.7% 
in Q3FY20 due to increased competition in gErtapenem. We expect flattish PAT growth (-0.7% YoY) 
to INR7.07bn on account of higher depreciation expense. 

Dishman Carbogen Amcis  

Dishman Carbogen is expected to deliver 11.6% revenue growth with EBITDA margin of 27.6% com-
pared to 27.7%.The net profit would increase by 4.4% YoY to INR 536mn. We expect higher propor-
tion of products shifting from the late phase III to commercialization stage to support growth going 
forward. 

Glenmark Pharma  

We expect Glenmark to report growth of 4.4% in revenues primarily on back of weak performance of 
US business due to lack of meaningful launches and competition in recently launched gFaslodex 
Injection. Domestic business expected to grow by 12 YoY led by new launches. Expect EBITDA mar-
gin to decline to 15.4% compared to 17% in Q3FY19 as the US continues to struggle with muted per-
formances in non India business. PAT is expected to be at INR1.93bn. 

Granules India  

We expect Granules India’s revenues to grow by 17.4% YoY to INR7.42bn driven by higher sales of 
FD on the back of market share gain in existing and newly launched products.  We expect higher 
utilization at new API/PFI capacities and ramp-up of formulation business in the US on the back of 
new launches to drive growth going forward. We expect EBIDTA margin to improve YoY to 20.3% 
from 17.9% on the back of operating leverage benefit and better product mix. We expect PAT to grow 
by 37.9% YoY to INR 832mn, mainly due to better operational performance and lower tax rate.  

Lupin  

We expect Lupin’s Q3FY20E revenues to decline by 11.5% YoY primarily due to divestment of 
Kyowa business in Japan and muted US growth. Expect domestic business to grow 13% YoY, faster 
than the IPM. EBIDTA margin expected to contract by 83bps to 15.9% from 16.7% mainly due to 
adverse product mix. PAT expected to be at INR 2.08bn owing to base effect. 

Sun Pharma  

Sun Pharma’s revenues are likely to grow by 6.3% YoY, primarily due to strong growth in domestic 
formulation (albeit on a lower base) and integration of Pola pharma. The company’s EBIDTA margin 
expected to see contraction by 688bps YoY to 20.9% from 27.8% due to inch up in promotional ex-
penses related to its speciality portfolio. Adjusted net profits expect to decline by 16.6% YoY to 
INR10.3bn from INR 12.4bn.  

 

Relative Price Chart 

Our Top Picks:   

 Suven Life Sciences  

 Hikal  

 SH Kelkar 

 Sun Pharma 

Company name Reco CMP 
Target 
price 

Aurobindo Pharma Hold 461 569 

Dishman Carbogen Buy 83 211 

Glenmark Pharma Hold 345 342 

Granules India Buy 132 160 

Lupin Buy 748 868 

Sun Pharma Buy 445 546 

Suven Life  Buy 308 365 

Aarti Industries Hold 846 874 

Bodal Chemicals  Buy 76 92 

Fine organic Buy 2,031 2,141 

Hikal Ltd Buy 123 186 

IG Petrochemicals  Buy 178 183 

SH Kelkar Buy 114 186 

Vinati Organics Hold 1,988 2,110 

GMM Pfaudler  Hold 1,980 1,503 

 Performance (%) 1m 3m 1Yr 
Aurobindo Pharma 2 4 -40 

Dishman Carbogen -32 -47 -65 

Glenmark Pharma 2 21 -46 

Granules India 1 31 43 

Lupin 8 8 -9 

Sun Pharma 1 15 0 

Suven Life  12 20 35 

Aarti Industries 1 2 12 

Bodal Chemicals  13 28 -34 

Fine organics 7 14 63 

Hikal Ltd 23 -5 -25 

IG Petrochemicals  36 17 -54 

SH Kelkar 7 -13 -36 

Vinati Organics 2 -7 26 

GMM Pfaudler  17 28 60 

7,000

8,000

9,000

10,000

11,000

Jan-19 May-19 Sep-19 Jan-20

Nifty Pharma Nifty 50



Institutional  Research                      BP Equities Pvt. Limited (www.bpwealth.com)                                      14/01/2020     

             

 

Q3 FY20 Pharmaceuticals and Chemical Earnings Preview  

Suven Life Sciences  
Suven Life’s revenues are likely to increase by 47.1% YoY, mainly due to strong performance from 
commercial CRAMS business. The company’s EBIDTA margin expects to enhance at 28.3% from 
27.6% driven by favorable product mix. The net profit is likely to accelerate by 47% YoY to 
INR371mn from INR252mn. 
 

Þ Chemical Sector 
Aarti Industries  
We expect Aarti Industries revenue to decline by 17% on YoY basis, mainly due to decline in reali-
zation (in tandem with softening of raw material price) and revenue exclusion of HPC segment on 
account of demerger. The company’s EBIDTA margin expects to show improvement at 22.6% from 
19.5% in Q3FY19 on the back of favourable product mix (demerger of the loss making HPC seg-
ment). The net profit is likely to grow by 5.4% at INR 1,398mn from INR 1,327mn. 
 

Bodal Chemical  
Bodal Chemical’s revenue expected to grow by 3.7% YoY, due to slower revenue ramp up from new 
products. The company’s EBIDTA margin expect to contract from 16.7% to 15.4% due to lower utili-
zation. Subsequently, net profit to remain flat at INR 299mn from INR 296mn. 
 

Fine Organic 

Fine organic’s revenue set to increase by 14.9% YoY, led by favorable demand environment in both 
food and plastic additives. We expect 120bps improvement in EBITDA margin from 20.1% to 12.3% 
in Q3FY20E, on the back of better product mix. Net profit is expected to grow by 36.6% YoY to INR 
459mn from INR 336mn, on the back of better operational performance and tax cut benefit. 
 

Hikal  
We expect Hikal to post revenue of 17.5% YoY, on the back of strong performance from both phar-
maceutical and crop protection business. EBITDA margin to improve by 27bps from 19% to 19.3% 
in Q3FY20E, on the back of better product mix. Net profit set to grow by 21.5% YoY to INR 357mn 
from INR 294mn. 
 

IG Petrochemicals  
We expect IG petrochemicals revenue to drop by 13.6% YoY, due to decline in volume growth and 
realization. Increasing import (mainly from South Korea) is a big concern for domestic PAN manu-
facturers. We expect EBITDA margin to contract from 10.6% to 9.2% in Q3FY20, due to decline in 
PAN/OX spread. Net profit to fall by 42.5% YoY to INR 101mn from INR 176mn due to operationally 
weak performance. 
 

SH Kelkar  
We expect SHK to deliver revenue growth of 17% YoY, due to demand recovery in fragrance and 
flavor business. EBITDA margin to improve from 15.1% to 15.9% in Q3FY20 compared to same 
quarter last year, due to higher utilization of tonalid facility (Mahad). Net profit to increase by 35% 
YoY to INR 289mn from INR214mn, mainly supported by tax cut. 
 

Vinati Organics  
We expect Vinati organic’s revenue to decline by 4.2% YoY on the back of moderate growth in 
ATBS volume. EBITDA margin expected to remain stable at 35% level. PAT expected to be at INR 
703mn compared to INR 707mn last year same quarter due to lower tax expense.  
  

Þ Other sector 
GMM Pfaudler  
We expect GMM to post revenue growth of 30.2% YoY, driven by healthy volume growth and better 
realization in GL and non-GL business and supported by strong order backlog. EBITDA margins 
expected to improve by274bps on YoY basis from 15.9% to 18.6% due to increasing contribution 
from high margin segments. Net profit set to grow by 55% YoY to INR 208mn from INR 134mn in 
Q3FY19. 
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Summary Estimates ( Inr In mn) 

Source: Company, BP Equities Research 

Company 

Revenues EBITDA 
EBITDA  Margin 

(%) PAT 
PAT  Margin     

(%) 

Q3FY20E Q3FY19 
Y-o-Y 
(%) Q3FY20E Q3FY19 

Y-o-Y 
(%) Q3FY20E Q3FY19 Q3FY20E Q3FY19 

Y-o-Y 
(%) Q3FY20E Q3FY19 

Pharmaceuticals                           

Aurobindo Pharma 58,527  52,697  11% 12,110  10,864  11% 20.7% 20.6% 7,070  7,122  -1% 12.1% 13.5% 

Dishman Carbogen 5,347  4,789  12% 1,476  1,327  11% 27.6% 27.7% 536  514  4% 10.0% 10.7% 

Glenmark Pharma 26,672  25,550  4% 4,109  4,347  -5% 15.4% 17.0% 1,933  1,163  66% 7.2% 4.6% 

Granules India 7,416  6,318  17% 1,431  1,133  26% 19.3% 17.9% 798  603  32% 10.8% 9.5% 

Lupin 42,504  45,049  -6% 6,746  7,525  -10% 15.9% 16.7% 2,078  (1,518)  237% 4.9% -3.4% 

Sun Pharma 82,266  77,402  6% 17,223  21,529  -20% 20.9% 27.8% 10,362  12,419  -17% 12.6% 16.0% 

Suven Life  1,898  1,290  47% 537  356  51% 28.3% 27.6% 371  252  47% 19.6% 19.6% 

Chemicals                           

Aarti Industries 10,526  12,682  -17% 2,377  2,469  -4% 22.6% 19.5% 1,398  1,327  5% 13.3% 10.5% 

Bodal Chemicals  3,466  3,343  4% 533  557  -4% 15.4% 16.7% 299  296  1% 8.6% 8.9% 

Fine organics 3,018  2,628  15% 644  530  22% 21.3% 20.1% 459  336  37% 15.2% 12.8% 

Hikal Ltd 4,837 4,117 17% 933 783 19% 19.3% 19.0% 357 294 22% 7.4% 7.1% 

IG Petrochemicals  2,726 3,154 -14% 251 335 -25% 9.2% 10.6% 101 176 -42% 3.7% 5.6% 

SH Kelkar 2,985 2,548 17% 474 384 24% 15.9% 15.1% 289 214 35% 9.7% 8.4% 

Vinati Organics 2,904 3,031 -4% 1,018 1,064 -4% 35.0% 35.1% 703 707 -1% 24.2% 23.3% 

Other                           

GMM Pfaudler  1,648 1,266 30% 307 201 53% 18.6% 15.9% 208 134 55% 12.6% 10.6% 
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