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Another muted quarter for Pharmaceuticals, Strong performance from Chemicals  

We expect the companies under our coverage to report weak performance in Q4FY18 due to pricing 
pressure in US and rupee appreciation against dollar. However,we believe growth in domestic busi-
ness to continue in Q4FY18 due to low base in Q4FY17.Overall structural trends in the sector do not 
give any long-term comfort, however overall earnings decline is expected to bottom out in the near 
term. Moreover, several companies with significant USFDA-related regulatory issues appear to be 
coming close to finally rectifying their deficiencies. This should boost approvals and growth in the 
short term. Overall our pharma coverage would post Revenue/EBIDTA/PAT growth of -0.4%/0.5%/-
7.3% YoY in Q4FY18. 

  

 Pharmaceuticals  

 Aurobindo Pharma 

We expect Aurobindo Pharma’s Q4FY18E revenues to grow by 10.1% YoY to Rs43bn, aided by 
base business growth in US and generic acquisition in Europe. The company’s EBITDA margin is 
expected to improve by 62bps YoY to 23.5% in Q3FY18 from 22.9% in Q2FY17, mainly due to strong 
performance in US business and improved profitability in EU. We expect participation in high‐value 
ARV tender business will benefit the company in better EBITDA margin. PAT expected to come at 
Rs6.5bn (12.4% YoY). 

Dishman Pharma 

Dishman Pharma is expected to deliver ~10% revenue growth with faster acceleration in EBITDA 
growth of 19.2% on the back of favorable change in products mix. The net profit would decline by –
5% YoY to Rs 480mn due to higher depreciation cost. 

Glenmark Pharma 

Revenue expected to decline by 6.5%YoY mainly due to decline in US led by high base of gZetia 
sales. Domestic revenue expected to deliver double digit growth in Q4FY18. We expect margins to 
decline by 204bps to 16% on the back of high base in the US. PAT is estimated at Rs 1.98bn.   

Granules India 

We expect Granules India’s revenues to grow by 17.4% YoY to Rs 4.25bn. We expect EBIDTA mar-
gin to decline YoY to 20.1% from 21.4% due to the rise in raw material led by rise in cost of crude 
based chemicals. Net profit set to grow at by 13.9% YoY to Rs 520mn from Rs 457mn. 

Lupin 

Revenues are expected to contract by 5.9% YoY on the back of decline in US mainly due to price 
erosion in Metformin portfolio (mainly gGlumetza and gFortamet). Lupin’s Asia Pacific formulations 
are expected grow at 21% YoY due to good growth in Japan. We expect EBIDTA margin to remain 
flat at 18.4% from 18.4% mainly due to change in product mix. The net profit to decline by 12.5% YoY 
to Rs 3.32bn from Rs 3.8bn on the back of operationally weak performance. 

Sun Pharma 

We expect Sun Pharma’s revenues are likely to decline by 5.3% YoY, mainly due to expected lower 
growth of Taro, pricing pressure in the US market and consolidation of distributors in the US and 
Large base of gGleevec and gBenicar. The company’s EBIDTA margin expects to decline by 25bps 
YoY to 21.4% from 21.7% due to adverse product mix. Net profit is expected to decline by 20.4% due 
to subdued operational performance.  

 

Our Top Picks: Aurobindo Pharma, IG Petrochemicals 

Relative Price Chart 

 Performance (%) 1m 3m 1Yr 

Aurobindo Pharma 2.7 -9.5 -7.4 

Dishman Pharma 9.3 -0.6 9.1 

Glenmark Pharma 5.8 -8.5 -35.3 

Granules India 1.2 -22.9 -21.4 

Lupin 3.2 -14.7 -44.3 

Sun Pharma 1.7 -11.9 -22.7 

Aarti Industries 2.1 6.2 52.7 

Vinati Organics 17.0 -5.5 23.8 

IG Petrochemicals  16.7 -5.7 108.0 

Company name Reco CMP 
Target 
price 

Aurobindo Pharma Buy 606 832 

Dishman Pharma Buy 334 400 

Glenmark Pharma Buy 562 712 

Granules India Buy 108 173 

Lupin Buy 787 964 

Sun Pharma Buy 516 683 

Aarti Industries Buy 1,192 1,260 

Vinati Organics Buy 925 1,167 

IG Petrochemicals  Buy 768 1,203 
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Company 

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

Q4FY18E Q4FY17 
Y-o-Y 
(%) Q4FY18E Q4FY17 

Y-o-Y 
(%) Q4FY18E Q4FY17 Q4FY18E Q4FY17 

Y-o-Y 
(%) Q4FY18E Q4FY17 

Pharmaceuticals                           

Aurobindo Pharma 42,816 36,416 17.6% 9,529 7,212 32.1% 22.3% 19.8% 6,211 5,325 16.6% 14.5% 14.6% 

Dishman Pharma 5,437 5,342 1.8% 1,441 1,467 -1.8% 26.5% 27.5% 541 428  26.4% 10.0% 8.0% 

Glenmark Pharma 22,967    24,572  -6.5% 3,679 4,438  -17.1% 16.0% 18.1% 1,984 1,838  8.0% 8.6% 7.5% 

Granules India 4,253 3,622 17.4% 856 774 10.7% 20.1% 21.4% 520 457  13.9% 12.2% 12.6% 

Lupin 40,027 42,533 -5.9% 7,373 7,814  -5.6% 18.4% 18.4% 3,328 3,802  -12.5% 8.3% 8.9% 

Sun Pharma 67,609 71,370 -5.3% 14,491 15,475 -6.4% 21.4% 21.7% 9,747 12,237  -20.4% 14.4% 17.1% 

Chemicals                           

Aarti Industries 10,359 8,344 24.2% 1,917 1,526 25.6% 18.5% 18.3% 1,016 743 36.7% 9.8% 8.9% 

Vinati Organics 2,034 2,076 -2.0% 591 605 -2.4% 29.1% 29.2% 367 406 -9.6% 18.0% 19.6% 

IG Petrochemicals  3,187 2,893 10.2% 760 456 66.7% 23.8% 15.8% 445 281 58.5% 14.0% 9.7% 

Q4 FY18 Pharmaceuticals and Speciality Chemical Earnings Preview  

 Chemical Sector 
 

Aarti Industries 

We expect Aarti Industries to report revenue growth of 24.2% YoY, aided by strong volume growth and realization increase in specialty 
chemical segment supported with healthy growth in pharma segment. The company’s EBIDTA margin expects reach 18.5% from 18.3% 
due to increase in input cost .The net profit is likely to grow by 36.7% to Rs 1,016mn from Rs 743mn due to strong operational perfor-
mance. 

Vinati Organics 

Revenue expected to decline by -2% YoY due to high base. EBITDA margin expected to remain flat at 29.1%. PAT expected to contract at 
Rs 367mn compared to Rs 406 last year same quarter.  

IG Petrochemicals 

We expect IG petrochemicals to deliver revenue growth of 10.2% YoY, supported by strong volume growth in base business. EBITDA 
margins to grow at higher pace due to low base from 15.8% to 23.8% in Q4FY18 compared to same quarter last year. Net profit set to 
grow at 58.5% YoY to Rs 445mn from Rs 281mn. 
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Summary Estimates ( In mn) 

Source: Company, BP Equities Research 
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