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Muted show to continue in US; extension of acute season led to healthy performance in     
Domestic market  
We expect the companies under our pharmaceuticals coverage to report revenue growth of ~6% in 
Q4FY20 with 14.2% 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 due to potential increase in stocking at the wholesaler level can surprise on the     
positive side.  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. The recent INR weakness will also benefit Indian phar-
ma companies, but some of the margin benefit is being offset from EM currencies and higher API 
costs. We expect the impact of lockdown due to COVID would be felt more in Q1FY21E on lack of 
patient visits to doctors and surgeries. This is coupled with lower workforce in manufacturing units 
and transportation and logistics, which we expect to normalize after the lockdown. While production/ 
supplies from China (major source of raw materials) have resumed, shipments remain issues due to 
nationwide lockdown. Overall our pharmaceutical coverage would post Revenue/EBIDTA/PAT growth 
of ~6%/10.5%/14.2% YoY in Q4FY20. We expect the EBITDA margin of our coverage universe to   
improve by 76bps YoY, owing to favorable product mix. 

Aurobindo Pharma 

We expect Aurobindo Pharma’s revenues to grow by 12% YoY to INR 58.2bn, aided by volume 
growth in base business and incremental sales from spectrum portfolio in the US market. However, 
Injectable sales could get impacted due to decline in footfall at hospital level. The company’s EBITDA 
margin to decline by 58bbs due to adverse operating leverage. PAT expects to grow by 11.1% to 
INR6.5bn on account of flattish depreciation expense. 

Dishman Carbogen Amcis 

Dishman Carbogen is expected to deliver 8.5% revenue growth led by growth in commercial orders. 
We expect contraction in EBITDA margin by 197bps to 25.7%. The net profit would increase by 
10.6% YoY to INR 838mn. We expect a higher proportion of products shifting from the late phase III 
to the commercialization stage to support growth going forward. 

Glenmark Pharma 

We expect Glenmark to report 4.3% revenue growth primarily on back of weak performance of US 
business due to lack of meaningful launches and competition in recently launched gFaslodex Injec-
tion. However, domestic business expected to grow by 10% YoY led by new launches. Improvement 
in Europe business due to Euro appreciation should be offset by depreciation in emerging market 
currency. Expect EBITDA margin to show marginal improvement to 15% compared to 14.4% in 
Q4FY19 as the US continues to struggle with muted performances in non India business. PAT is ex-
pected to be at INR1.78bn. 

Granules India 

Granules India’s revenues expected to grow by 13.2% 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 EBIDTA 
margin to improve YoY to 19.5% from 15.9% on the back of operating leverage benefit and better 
product mix. We expect PAT to grow by 31.7% YoY to INR 843mn, mainly due to better operational 
performance and lower tax rate. 

Lupin 

We expect Lupin’s Q4FY20E revenues to decline by 12.5% YoY primarily due to divestment of 
Kyowa business in Japan and muted US growth. Domestic business expects to grow by 8% YoY. 
EBIDTA margin expected to contract by 669bps to 13.4% from 20.2% mainly due to adverse product 
mix. PAT expected to be at INR 1.72bn owing to base effect. 

Neuland Lab 

We expect Neuland’s revenue to grow by 17.7% to INR2.03bn on account of strong growth in CMS 
and the specialty segment. The greater contribution from the margin-accretive segments is likely to 
lift the EBITDA margin 219bps to 12.9%. PAT is expected to grow 48.8% to INR99mn on the back of 
better operational performance and favorable base. 

Relative Price Chart 

Our Top Picks:   

 Suven Pharma  

 Sun Pharma 

 Neuland Lab 

Company Name Reco CMP 
Target 
price 

Aurobindo Pharma Hold 527 546 

Dishman Carbogen Buy 75 141 

Glenmark Pharma Hold 327 342 

Granules India Buy 171 190 

Lupin Buy 832 868 

Neuland Lab Buy 410 663 

Sun Pharma Buy 465 546 

Suven Pharma Buy 289 365 

 Performance (%) 1m 3m 1Yr 

Aurobindo Pharma 21 9 -35 

Dishman Carbogen 5 -14 -69 

Glenmark Pharma 43 -13 -54 

Granules India 13 -21 50 

Lupin 24 -17 -1 

Neuland lab 16 -19 -45 

Sun Pharma 20 4 0 

Suven Pharma  NA NA  NA 
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Sun Pharma 

Sun Pharma’s revenues are likely to grow by 13.6% YoY, primarily due to strong growth(~10%) in 
domestic formulation (base adjustment of distribution change).US revenues are expected to decline 
~18% mainly due to higher base, decline in Absorica and Taro’s revenues. The company’s EBIDTA 
margin expected to see improvement by 542bps YoY to 19.9% from 14.4% due to favorable product 
mix. Adjusted net profits expect to grow by 39% YoY to INR8.8bn from INR 6.36bn. 

Suven Pharma 

Suven Pharma’s revenues are likely to decline by 29.5% YoY, mainly due to high base. The compa-
ny’s EBIDTA margin is expected to enhance by1484bps to 44.5% from 29.7% driven by favorable 
product mix and reduction in R&D expenses due to demerger of NCE business. The net profit is 
likely to accelerate by 52.7% YoY to INR579mn from INR379mn. 
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Company 

Revenues EBITDA EBITDA  Margin (%) PAT PAT  Margin (%) 

Q4FY20E Q4FY19 Y-o-Y (%) Q4FY20E Q4FY19 
Y-o-Y 
(%) Q4FY20E Q4FY19 Q4FY20E Q4FY19 

Y-o-Y 
(%) Q4FY20E Q4FY19 

INR in mn                           

Aurobindo Pharma 58,238 52,020 12.0% 11,504 10,575 8.8% 19.8% 20.3% 6,501 5,854 11.1% 11.2% 11.3% 

Dishman Carbogen 6,637 6,114 8.5% 1,708 1,694 0.8% 25.7% 27.7% 838 758 10.6% 12.6% 12.4% 

Glenmark Pharma 26,345 25,261 4.3% 3,961 3,641 8.8% 15.0% 14.4% 1,775 1,617 9.8% 6.7% 6.4% 

Granules India 6,945 6,133 13.2% 1,351 976 38.4% 19.5% 15.9% 843 640 31.7% 12.1% 10.4% 

Lupin 37,849 43,259 -12.5% 5,100 8,723 -41.5% 13.5% 20.2% 1,718 2,896 -40.7% 4.5% 6.7% 

Neuland Lab 2,032 1,727 17.7% 262 185 41.7% 12.9% 10.7% 99 66 48.8% 4.9% 3.8% 

Sun Pharma 79,997 70,443 13.6% 15,886 10,168 56.2% 19.9% 14.4% 8,844 6,359 39.1% 11.1% 9.0% 

Suven Pharma 1,787 2,533 -29.5% 796 752 5.8% 44.5% 29.7% 579 379 52.7% 32.4% 15.0% 

Estimates for Q4FY20E 

Source: Company, BP Equities Research 
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