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July 31, 2024 

CMP: ₹ 2580 Target: ₹ 3165(22%)  Target Period: 12 months  

Ajanta Pharmaceuticals (AJAPHA) 

 
 
 

BUY  

  

  

Branded business continue to deliver… 
About the stock: Ajanta Pharma is a focused player in branded generics, which 
constitutes ~76% of overall sales, spread across geographies including India. 

• As of Q1FY25, overall exports: domestic formulations ratio was at 69:31 

• Among exports, Asia accounts for ~25% of export formulations, Africa ~24% 
and the US ~20%. The company also participates in anti-malarial tenders in 
Africa (included in Africa) 

Investment Rationale: 

• Strong Q1FY25—Revenues grew ~12% YoY to ~₹ 1145 crore driven by 
Africa branded, India branded and Asia branded which grew 45% / 11% / 
9% to ₹ 230 crore, ₹ 353 crore and ₹ 277 core, respectively. Other 
businesses such as US grew 7% YoY to ₹ 228 crore whereas Africa tender 
de-grew 35% to ₹ 42 crore. On the operational front, EBITDA grew 22% 
YoY to ~₹ 330 crore margins at 28.9% driven by strong GPM performance 
(up 128 bps to 76.6%) PAT during the quarter was at ~₹ 249 crore, up 18% 
YoY. 

• Guidance more or less maintained with slight uptick in margins –  
Branded businesses in India, Asia and Africa were driven by new launches 
and market share gains in existing products. US growth was slightly tepid 
but in line with the guidance and is expected to pick up. The company has 
guided for low teen growth in FY25 to be driven by 10-11% India growth, 
mid-teen growth in Asia / Africa and high single digit growth in US. EBITDA 
margins guidance is around 28-29% based on GPM guidance of 76-77%. 

• Robust CFO generation continues; 4th buyback in four years- With ~75% 
contribution coming from the branded generics, Ajanta continues to deliver 
robust CFO. Add to this, the yearly capex run rate is slated to stay at just 
₹ 150- 200 crore as the company has ample capacities sufficient to cater 
to the requirements of the next 2-3 years. Thus, the company remains a 
strong FCF generator. It has also announced 4th buyback (in three years) 
at ₹ 2770 per share in FY25. This is on the back of third buyback and ~78% 
of dividend payout in FY24. This suggests that the company does not want 
to indulge into an aggressive capex there by compromising margins and 
return ratios and just happy to return access cash to the shareholders.  

Rating and Target price 

• Our target price is ₹ 3165 based on 37x FY26E EPS of 85.6. We believe the 
premium valuation is justified given the consistency in earnings and FCF. 

 

 

 

Key Financial Summary 
 

 
 

Source: Company, ICICI Direct Research 

 

 

Particulars 
 

   

Shareholding pattern 

   

Price Chart 

 
Key risks  

 

 (i) Unforeseen pressure on EBITDA 
margins (ii) Risk and lumpiness 
associated with non-branded 
businesses. 

Research Analyst  

Siddhant Khandekar 
siddhant.khandekar@icicisecurities.com 
 
Shubh Mehta 
shubh.mehta@icicisecurities.com 
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Result Update | Ajanta Pharmaceuticals 

Q1FY25 Conference call highlights 

Company Performance Overview 

• The cash conversion ratio was 141% due to improvements in the working 
capital cycle. 

• Gross Margin Improved by 200 basis points to 77%, attributed to a higher 
contribution from branded generic business. 

• Personnel Cost increased by 33% to ₹ 284 crore due to regular annual 
increments and a one-time charge of about ₹ 30 crore due to change in the 
gratuity policy. 

• R&D Expenses stood at 4.5% of sales (₹ 51 crore). Expected to be around 
5% for the full year. 

• Capex for the full year to be ₹ 175 crore r. 
• During Q1 FY 2025, launched a total of 9 new products in the branded 

generic segment across Asia and Africa. 
• In Q1, filed two ANDAs and received three final approvals, and launched 

two ANDAs. 
• Plans to file eight to twelve ANDAs in the current fiscal year. 
• Africa tender business remains unpredictable due to reliance on the 

procurement agency's schedule 
• Gross margin expected to remain in the range of 76-77%. 
• Consistent efforts to improve the working capital cycle are ongoing, 

focusing on reducing inventory levels and improving receivables. 
• Revenue run rate for Africa-branded generic business expected to sustain 

mid double-digit growth. 
• Measures taken to curtail working capital include reducing inventory levels 

and improving receivables, especially in the US. 
• Gross margin guidance is slightly conservative due to potential variations in 

product mix and anticipated increases in expenses in the next quarters. 

Exhibit 1: Quarterly Summary 

 
Source: Company, ICICI Direct Research 
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Result Update | Ajanta Pharmaceuticals 

Financial Tables 

Exhibit 1: Profit and loss statement                                    ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 2: Cash flow statement                                            ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 3: Balance Sheet                                                      ₹ crore 

 

Source: Company, ICICI Direct Research 

Exhibit 4: Key ratios 

 

Source: Company, ICICI Direct Research 
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ANALYST CERTIFICATION 
I/We, Siddhant Khandekar, Inter CA; Shubh Mehta, MBA(Tech); Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this 
research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the 
specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in 
the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report. 

Terms & conditions and other disclosures:  
ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. 

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory 
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number 
– INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai 
- 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries 
engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are 
available on www.icicibank.com. 

Investments in securities market are subject to market risks. Read all the related documents carefully before 
investing.  

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research 

recommendations promise or guarantee any assured, minimum or risk-free return to the investors.  

Name of the Compliance officer (Research Analyst): Mr. Anoop Goyal 

Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com 

For any queries or grievances: Mr. Bhavesh Soni Email address: headservicequality@icicidirect.com Contact Number: 18601231122  

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment 
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to 
analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. 

 

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing 
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical 
Research Reports. 

 

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.  

 

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions 
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research. 

 

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly 
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reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no 
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI 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 ICICI Securities policies, in circumstances where 
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.  

 

This report is based on information obtained 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. ICICI Securities will not treat 
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy 
is suitable or appropriate to your specific circumstances. The securities discussed and opinions 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. ICICI 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.  

 

ICICI 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.  

 

ICICI 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 
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