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Why CIPLA Ltd ?
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Shining US Base Business by

capturing MS in various Generics

Growing domestic segment with

transition Distribution Model

Upcoming Launches set to display

Further Success
Uptick R&D Expenditure

Lower Debt in Balance Sheet

Pick of the Week CIPLA Ltd. BUY

24t August 2024 Target Price

Pharma 1.735

About the Company

Ciplais a global pharmaceutical company focused on agile and sustainable growth, with an emphasis on complex generics
and portfolio deepening across India, South Africa, North America, and key regulated and emerging markets. The company
is well recognized for its strengths in respiratory, antiretrovirals, urology, cardiology, anti-infectives, and CNS segments.
Cipla operates 47 manufacturing facilities globally, producing over 50 dosage forms and more than 1,500 products utilizing
advanced technology platforms to cater to over 80 markets.

Investment Rationale

A.

Higher US-Base Business: The company’s US revenue stood at $250 Mn, driven by improved base business pricing and
higher MS in gLanreotide (20%), further bolstered by the launch of a generic version during the quarter, alongside MS gains in
gAlbuterol (17%). The company has filed for gSymbicort (MS $3.3 Bn) and another respiratory product. Revenue from gRevlimid
stood slightly higher in the range of ~$45-$50 Mn YoY. gLanreotide increased its MS to 20%, up 100bps QoQ, while gAlbuterol
raised its MS to ~17%, up 150bps QoQ.

Indian Business: The company’s India business grew by 4.5% YoY, driven by branded prescriptions and trade generics.
Branded prescription growth outpaced IPM by 200 bps, led by strong performance in respiratory and cardiac therapies. Chronic
therapies now account for 61% of the overall India business. In Q1, the company transitioned its distribution model for trade
generics (Gx), aiming to enhance operational efficiencies by delayering distributors. Gross margins improved by 258 bps YoY to
67.2%, supported by a higher contribution from gRevlimid, Lenotirade, and reduced tender business in South Africa. Other
expenses remained stable, with flat R&D costs. The company reported EBITDA margins of 25.6% (up 203 bps YoY and 428 bps
Qo0Q). Reported PAT stood at ¥1,176 Cr, reflecting a 17.8% YoY growth.

New Launches: The company’s major facilities in Goa and Indore have received a Warning Letter and OAI, respectively. It has
responded to queries from the USFDA and is taking corrective actions, with final results expected in Sep'24. gSymbicort and
peptides could potentially be launched from the Goa facility post the final results in Q2FY25E. Additionally, Cipla plans to file
gAdvair in Q3FY25 from its Invagen facility. R&D expenses are anticipated to see an uptick from 2QFY25 onwards.

Outlook: gAdvair and gAbraxane are expected to contribute to revenue growth in FY25E, as regulatory challenges ease.
gSynbicort has been filed, and one peptide product, valued at $300-400 Mn, has already been launched, with plans to introduce
two more peptides in FY25E. Cipla has demonstrated success in launching peptides over the past year. Additionally, the addition
of 1,000 new MRs has increased the total sales force to 7,000, which is anticipated to drive incremental revenue for India's
business going forward. We recommend a BUY with a target price of Rs 1,735, which implies an upside of 10% from the
CMP.

Financial Summary

Y/E Sales EBITDA PAT EPS P/E ROE P/BV (X) EV/EBITDA
March (Rs Cr) (Rs Cr) (Rs Cr) (Rs) X) (%) X)
FY24 2,5774 6,291 4,154 51.5 30.8 15.5 4.8 20.3
FY25E 2,8228 7,057 4,800 59.5 26.7 13.3 4.1 17.8
FY26E 3,0796 7,745 5,250 65.1 24.4 12.8 3.6 15.9

Source: Axis Securities; CMP as on 239 August 2024
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Registration granted by SEBI, membership of BASL (in case of I1As) and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research
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Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. Information, opinions and estimates
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The information and opinions in this report have been prepared by Axis Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the
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The report must not be used as a singular basis of any investment decision. The views herein are of a general nature and do not consider the risk appetite, investment objective or the particular circumstances of an individual
investor. The investor is requested to take into consideration all the risk factors including their financial condition, suitability to risk return profile and the like and take professional advice before investing.

While we would endeavour to update the information herein on a reasonable basis, Axis Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons
that may prevent Axis Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or Axis
Securities policies, in circumstances where Axis Securities might be acting in an advisory capacity to this company, or in certain other circumstances.
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This report is based on information obtained in good faith from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This
report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments.
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Axis Securities will not treat recipients as customers by virtue of their receiving this report. Nothing
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expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be
taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in
interest rates, foreign exchange rates or any other reason. Axis Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a
guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set forth
in projections. Forward-looking statements are not predictions and may be subject to change without notice. Axis Securities or its associates might have managed or co-managed public offering of securities for the
subject company or might have been mandated by the subject company for any other assignment in the past twelve months. Axis Securities or its associates might have received any compensation from the companies
mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant
banking, brokerage services or other advisory service in a merger or specific transaction. Axis Securities or its associates might have received any compensation for products or services other than investment banking
or merchant banking or brokerage services from the companies mentioned in the report in the past twelve months. Axis Securities encourages independence in research report preparation and strives to minimize
conflict in preparation of research report. Axis Securities or its associates or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with
preparation of the research report. Accordingly, neither Axis Securities nor Research Analysts and / or their relatives have any material conflict of interest at the time of publication of this report. Please note that Axis
Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the Research team and all its activities are segregated from Research activities. The proprietary desk operates independently,
potentially leading to investment decisions that may deviate from research views.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

Research Analyst may have served as an officer, director or employee of subject company(ies). Axis Securities or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company
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and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals.
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company/company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential/material conflict of interest with respect to any recommendation and related information and
opinions at the time of publication of Research Report or at the time of public appearance. Axis Securities may have proprietary long/short position in the above mentioned scrip(s) and therefore may be considered as
interested. This should not be construed as invitation or solicitation to do business with Axis Securities. Axis Securities is also a Portfolio Manager. Portfolio Management Team (PMS) takes its investment decisions
independent of the PCG research and accordingly PMS may have positions contrary to the PCG research recommendation.
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but don't have enough funds?
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® |everage assets to increase your buying power
® Access funds without liquidating your current assets
® No hassle of extra paperwork

e Activate at no extra cost
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