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Low base due to GST to support growth       
We expect the companies under our coverage to report double digit growth in Q1FY19, aided by low 
base in domestic market due to GST . However, we believe US business continue to witness pricing 
pressure in the base business mainly due to channel consolidation and increased competition. Few 
interesting launches in US generic market will help few Indian players to report better performance in 
Q1. On domestic market front, we expect most of the companies report healthy performance in 
Q1FY19 due to low base last year same quarter. 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. 
We expect Glenmark to see significant decline in revenue and profitability on the back of high base in 
previous year quarter due to gZetia FTF launch in the US. Overall our pharma coverage would post 
Revenue/EBIDTA/PAT growth of 10%/14%/20% YoY in Q1FY19. We expect the EBITDA margin of 
our coverage universe to show marginal improvement of 73bps YoY, underpinned by a lower base in 
domestic market.  
  

Aurobindo Pharma 

We expect Aurobindo Pharma’s Q1FY19E revenues to grow by 12.5% YoY to Rs41bn, aided by 
higher growth in Europe. US business expected to deliver flat growth during the quarter due to lack of 
approval and launches. The company’s EBITDA margin is expected to contract by 90bps YoY to 
21.5% in Q1FY19 from 22.4% in Q1FY18, mainly due to higher R&D cost as Aurobindo investing to 
building platform in complex generics. We expect participation in highvalue ARV tender business 
will benefit the company in better EBITDA margin. PAT expected to come at Rs5.5bn (up 6.6% YoY). 

Dishman Carbogen 

Dishman Carbogen is expected to deliver 17.4% revenue growth with EBITDA growth of 64.7% on 
the back of low base and favorable change in products mix. The net profit would increase by 91.7% 
YoY to Rs 473mn. We expect higher proportion of products shifting from the late phase III to com-
mercialization stage to support future growth trajectory. 

Glenmark Pharma 

We expect Glenmark to report 3% drop in revenues primarily on back of 30% de- growth in the US 
generic segment due to high base of gZetia sales. We expect margins to contract by 810bps to 
16.3% on the back of high base in the US. PAT is set to decline by 48.8% YoY to Rs 1.7bn from Rs 
3.3bn. 

Granules India 

We expect Granules India’s revenues to grow by 15.2% YoY to Rs 4.4bn on the back of commission-
ing of new capacities and launch of gMethergine in the US. We expect EBIDTA margin to decline 
YoY to 14.9% from 19.9% due to the change in product mix. Subsequently, PAT to decline by 15.3% 
YoY to Rs 312mn from Rs368mn. 

Lupin 

We expect Lupin’s Q1FY19E sales to increase by 8.5% YoY due to strong growth in domestic mar-
ket. We expect EBIDTA margin to improve by 39bps to 20.3% from 19.9%due to cost cutting and 
cost deferment measures. The net profit to increase sharply by 21.9% YoY to Rs 4.36bn from Rs 
3.58bn on the back of better operational performance and lower tax rate. 

Shilpa Medicare 

Shilpa’s sales expect to grow by 23.9% YoY due to low base during last year same quarter. We ex-
pect EBIDTA margin to improve by 79bps to 21% from 20.2% mainly due to increased contribution 
from formulation business. The net profit set to increase by 21.1% YoY to Rs 298mn from Rs 246bn 
on the back of operationally strong performance. 

Sun Pharma 

Sun Pharma’s revenues are likely to increase by 13.2% YoY, mainly due to healthy growth in domes-
tic market and lower double digit growth in the US. The company’s EBIDTA margin expects to in-
crease by 491bps YoY to 22.6% from 17.6% due to lower base. The net profit is likely to accelerate 
by 75% YoY to Rs 9.2bn from Rs 5.25bn (excl exceptional expense of Rs 9.5bn un Q1FY18) due to 
strong operating performance.  
 

Our Top Picks: Aurobindo Pharma,  Sun Pharma, IG Petrochemicals, Aarti Industries    

Relative Price Chart 

 Performance (%) 1m 3m 1Yr 

Aurobindo Pharma 7.4 1.0 -13.5 

Dishman Carbogen -9.1 -19.7 -12.8 

Glenmark Pharma 5.4 3.5 -13.2 

Granules India 17.1 -14.7 -35.3 

Lupin 11.5 14.6 -21.3 

Shilpa Medicare 5.3 -10.3 -37.5 

Sun Pharma 6.8 11.1 0.2 

Aarti Industries 6.4 5.1 33.2 

Bodal Chemical -12.1 -8.6 -25.1 

IG Petrochemicals  -7.4 -30.0 15.5 

Vinati Organics 3.1 7.6 4.3 

Company name Reco CMP 
Target 
price 

Aurobindo Pharma Buy 613 832 

Dishman Carbogen Buy 268 400 

Glenmark Pharma Buy 585 712 

Granules India Buy 92 129 

Lupin Buy 903 964 

Shilpa Medicare Buy 422 592 

Sun Pharma Buy 561 683 

Aarti Industries Buy 1,255 UR 

Bodal Chemical Buy 126 163 

IG Petrochemicals  Buy 536 1,143 

Vinati Organics Buy 985 1,167 
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Aarti Industries 

We expect Aarti Industries to see revenue growth of 28.6% YoY, aided by strong volume growth with higher realization in speciality chemi-
cal segment supported by healthy growth in pharma segment. The company’s EBIDTA margin expects to remain at flat at 17.7% from 
17.5% due to increase in input cost. The net profit is likely to grow by 33.5% to Rs 842mn from Rs 631mn due to better operat ional perfor-
mance. 

Bodal Chemical 

Bodal Chemical expected to deliver revenue growth of 6.6% YoY, aided by demand recovery in end user industry and increasing revenue 
contribution from new products. The company’s EBIDTA margin expects to remain at flat at 17.5% from 17.3% due to increase in input 
cost. The net profit is likely to grow by 10.9% to Rs 346mn from Rs 312mn due to better operational performance. 

IG Petrochemicals 

We expect IG petrochemicals to deliver revenue growth of 23.3% YoY, supported by strong volume and realization growth in base busi-
ness. EBITDA margins to grow at higher pace due operationally strong performance from 21.6% to 23.2% in Q1FY19 compared to same 
quarter last year. Net profit to grow by 25.3% YoY to Rs 490mn from Rs 391mn. 

Vinati Organics 

We expect Vinati organics to report revenue growth of 8.1% YoY on the back new product launches and sustainable growth in existing 
product. EBITDA margin expected to remain healthy at 25.8%. PAT expected to be at Rs 343mn compared to Rs 311mn last year same 
quarter.  
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Summary Estimates ( In mn) 

Source: Company, BP Equities Research 

Company 

Revenues EBITDA 
EBITDA  Margin 

(%) PAT PAT  Margin (%) 

Q1FY19E Q1FY18 
Y-o-Y 
(%) Q1FY19E Q1FY18 

Y-o-Y 
(%) Q1FY19E Q1FY18 Q1FY19E Q1FY18 

Y-o-Y 
(%) Q1FY19E Q1FY18 

Pharmaceuticals                           

Aurobindo Pharma 41,385 36,788 12.5% 8,883 8,228 8.0% 21.5% 22.4% 5,528 5,185  6.6% 13.4% 14.1% 

Dishman Pharma 3,987 3,396 17.4% 1,153 700 64.7% 28.9% 20.6% 473 247  91.7% 11.9% 7.3% 

Glenmark Pharma 22,911    23,630  -3.0% 3,741 
         

5,774  -35.2% 16.3% 24.4% 1,708 3,334  -48.8% 7.5% 14.1% 

Granules India 4,447 3,860 15.2% 664 769 -13.7% 14.9% 19.9% 312 368  -15.3% 7.0% 9.5% 

Lupin 41,983 38,696 8.5% 8,502 
         

7,684  10.7% 20.3% 19.9% 4,365 3,581  21.9% 10.4% 9.3% 

Shilpa Medicare 2,088 1,685 23.9% 439 341 28.8% 21.0% 20.2% 298 246  21.1% 14.3% 14.6% 

Sun Pharma 70,267 62,088 13.2% 15,855 10,957 44.7% 22.6% 17.6% 9,196 5,256  75.0% 13.1% 8.5% 

Speciality Chemical                           

Aarti Industries 10,181 7,918 28.6% 1,798 1,384 29.9% 17.7% 17.5% 842 631 33.5% 8.3% 8.0% 

Bodal Chemical 3,142 2,946 6.6% 550 509 7.9% 17.5% 17.3% 346 312 10.9% 11.0% 10.6% 

IG Petrochemicals  3,576 3,226 10.8% 830 696 19.2% 23.2% 21.6% 490 391 25.3% 13.7% 12.1% 

Vinati Organics 2,129 1,969 8.1% 549 502 9.4% 25.8% 25.5% 343 311 10.4% 16.1% 15.8% 
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