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Weak demand coupled with logistic/Supply chain issue lead to Muted Quarter 

We expect the companies under our pharmaceuticals coverage to report flattish revenue growth in 
Q1FY21 with 14.2% decline in profitability, on account of weak domestic business, negatively affect-
ed by COVID-19 lockdown. The US business is likely to remain moderate on account of reversal of 
benefits of stocking at the wholesale level in Q4FY20, lower sales from seasonal products (gTamiflu, 
speciality products of Sun Pharma) and weak demand for injectables (Aurobindo) due to sharp drop 
in patients visiting physicians and hospitals. However, companies with higher exports will benefit due 
to appreciation in the USD-INR by ~5% QoQ. With respect to domestic markets, the growth is likely 
to favour companies with a larger presence in chronic therapy despite lockdown led restrictions. 
Growth in other emerging markets and Europe is likely to witness a decline in volumes. The recent 
INR weakness will also benefit Indian pharma companies, but some of the margin benefits is being 
offset from EM currencies and higher API costs. We expect the impact of lockdown due to COVID 
would also be felt in Q2FY21E on lack of patient visits to doctors and surgeries. Overall our pharma-
ceutical coverage would post Revenue/EBIDTA/PAT growth of ~0%/-10.1%/-14.7% YoY in Q1FY21. 
We expect the EBITDA margin of our coverage universe to contract by 215bps YoY, led by weak 
brand business and no visible improvement in the US. 

Aurobindo Pharma 

We expect Aurobindo Pharma’s revenues to grow by 8.4% YoY to INR 58bn, aided by volume growth 
in the base business. However, Injectable sales could get impacted due to the decline in footfall at 
the hospital level. The company’s EBITDA margin declined by 85bbs due to adverse operating lever-
age. PAT expects to grow by 7.1% to INR6.8bn on account of flattish depreciation expense.  

Dishman Carbogen Amcis 

Dishman Carbogen is expected to deliver an 8.6% decline in revenue due to lower commercial or-
ders. We expect a contraction in EBITDA margin by 200bps to 21.8%. The net profit would fall by 
36.2% YoY to INR 219mn. 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 5.5% revenue growth primarily due to weak performance of US busi-
ness led by lack of meaningful launches and competition in recently launched gFaslodex Injection. 
Moreover, domestic business expected to de-grow by 5% due to COVID led challenges. Expect 
EBITDA margin to show 122bps improvement to 16.2% compared to 15% in Q1FY20 driven by better 
product mix. PAT is expected to be at INR1.46bn. 

Granules India 

Granules India’s revenues are expected to grow by 16.4% YoY to INR6.93bn driven by higher sales 
of FD on the back of market share gain in existing and newly launched products. We expect marginal 
improvement in EBITDA margin to 20.2% from 19.9% on the back of operating leverage benefit and 
better product mix. We expect PAT (excl share of JVs) to grow by 28.8% YoY to INR 744mn, mainly 
due to better operational performance and lower tax rate. 

Lupin 

We expect Lupin’s Q1FY21E revenues to decline by 13.5% YoY primarily due to divestment of 
Kyowa business in Japan and muted US growth impacted by Metformin sales and Rx decline. Do-
mestic business is likely to decline by 5% YoY. EBITDA margin expected to contract by 545bps to 
14.3% from 19.7% mainly due to adverse product mix. In line with the weak operating performance, 
PAT expects to witness a 25.8% decline to INR 2.24bn. 

Neuland Lab 

We expect Neuland’s revenue to grow by 18.7% to INR2.15bn on account of strong growth in CMS 
and the speciality segment. The greater contribution from the margin-accretive segments is likely to 
lift the EBITDA margin 405bps to 14.3%. PAT is expected to grow 127% to INR127mn on the back of 
better operational performance and favourable base.  

Relative Price Chart 

Our Top Picks:   

 Suven Pharma  

 Granule India  

 Neuland Lab 

Company Name Reco CMP 
Target 
price 

Aurobindo Pharma Hold 810 635 

Dishman Carbogen Buy 155 113 

Glenmark Pharma Hold 409 362 

Granules India Buy 235 227 

Lupin Buy 872 868 

Neuland Lab Buy 640 584 

Sun Pharma Buy 492 546 

Suven Pharma Buy 532 365 

 Performance (%) 1m 3m 1Yr 

Aurobindo Pharma 5 61 36 

Dishman Carbogen 26 117 -28 

Glenmark Pharma 3 39 -8 

Granules India 13 41 157 

Lupin -5 5 14 

Neuland lab 65 76 28 

Sun Pharma 4 8 23 

Suven Pharma 64 83 na 
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Sun Pharma 

Sun Pharma’s revenues are likely to remain muted at INR 81bn, primarily due to lower Specialty 
sales and lack of meaningful launches. We expect underperformance in domestic business due to 
Covid led challenges. The company’s EBITDA margin is expected to decline by 284bps YoY to 
20.5% from 23.3% due to adverse product mix. Net profits expected to decline by 28.4% YoY to 
INR9.94bn from INR 13.8bn due to operationally weak performance. 

Suven Pharma 

Suven Pharma’s revenues are likely to grow by 5.1% YoY, mainly due to Covid led challenges and 
fire breakout at Jeedimetla unit. The company’s EBITDA margin is expected to contract by402bps to 
41.2% from 45.2% due to lower contribution from the commercial CRAMS segment. The net profit is 
likely to decline by 2.6% YoY to INR557mn from INR572mn.  
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Company 

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

Q1FY21E Q1FY20 Y-o-Y (%) Q1FY21E Q1FY20 
Y-o-Y 
(%) Q1FY21E Q1FY20 Q1FY21E Q1FY20 

Y-o-Y 
(%) Q1FY21E Q1FY20 

INR in mn                           

Aurobindo Pharma 58,067 53,568 8.4% 11,932 11,464  4.1% 20.5% 21.4% 6,810 6,358  7.1% 11.7% 11.9% 

Dishman Carbogen 4,584 5,013 -8.6% 1,000 1,194  -16.2% 21.8% 23.8% 219 343  -36.2% 4.8% 6.8% 

Glenmark Pharma 24,100 22,836 5.5% 3,903 3,419  14.1% 16.2% 15.0% 1,460 1,093  33.6% 6.1% 4.8% 

Granules India 6,929 5,953 16.4% 1,400 1,186  18.0% 20.2% 19.9% 744 578  28.8% 10.7% 9.7% 

Lupin 37,658 43,558 -13.5% 5,386 8,602  -37.4% 14.3% 19.7% 2,249 3,031  -25.8% 6.0% 7.0% 

Neuland Lab 2,149 1,811 18.7% 307 186  65.5% 14.3% 10.3% 127 56  127.0% 5.9% 3.1% 

Sun Pharma 81,799 82,593 -1.0% 16,776 19,282  -13.0% 20.5% 23.3% 9,939 13,874  -28.4% 12.2% 16.8% 

Suven Pharma 2,091 1,990 5.1% 862 900 -4.3% 41.2% 45.2% 557 572 -2.6% 26.6% 28.7% 

Estimates for Q1FY21E 

Source: Company, BP Equities Research 
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