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November 19, 2024 

CMP: ₹ 1250 Target: ₹ 1580(26%)  Target Period: 12 months  

Aurobindo Pharma (AURPHA) 

 
 
 

BUY  

  

  

Tepid US growth but stable outlook ahead… 

About the stock: Aurobindo is a leading export driven global producer of generic 
formulations and APIs with major presence in the US and Europe. The company's 
broad product portfolio, which is backed by a vertically integrated model, 
encompasses seven key therapeutic/product areas, including CNS, anti-retroviral, 
CVS, antibiotics, gastroenterological, anti-diabetics and anti-allergic. The company 
has forayed into complex areas of injectables, oncology OSDs and biosimilars. 

• Q2FY25 Sales break-up- US formulations- 45%, Europe- 27%, APIs- 15%, 
RoW (Growth markets- 10% and ARV- 3%) 

• Q2FY25 US Formulation revenue mix – Gx Orals- 68.7%, Specialty & 
Injectables- 19.3%, Branded Oncology- 6.3%, OTC – 5.7%   

Investment Rationale: 

• Q2FY25- Revenues growth a tad softer due to US – Revenues grew ~8% 
YoY to ₹ 7567 crore driven by formulations growth in Europe and Growth 
markets. US growth on the other hand was subdued at 4% to ₹ 3530 crore 
and the slow-down was attributable to just 1% growth in Specialty & 
Injectables (~19% of US sales) which was lower than expected.  Europe 
grew 19% to ₹ 2105 crore. Growth Markets grew 25% YoY to ₹ 812 core 
(including India formulations) on the back of new launches. ARV de-grew 
23% to ₹ 229 crore. APIs were flat at ₹ 1156 crore. EBITDA grew 41% YoY 
to ₹1566 crore while EBITDA margins improved 66 bps to 20.1%. EBITDA 
growth was mainly driven by strong GPM improvement (~366 bps YoY to 
58.8%). Adjusted PAT grew 9% YoY to ₹ 816 crore. 

• Despite Eugia III induced slowdown, outlook remains promising – The 
injectable business slowdown was not entirely unexpected given the cGMP 
remediation undertaken at the critical Eugia III facility. Lower than 
expected gRevlimid sales also impacted US sales. But the coming quarters 
are expected to bring stability with normalcy being restored at Eugia, new 
launches (+40 planned including injectables) and wanning price erosion in 
the base business. Likely traction from gRevlimid (before expiry) is also 
expected to support growth. The management has guided for 21-22% 
EBITDA guidance for FY25 on the back of better GPM outlook and launch 
momentum besides reduced remediation costs. Sustainability of the 
margins will be the key determinant for investors' sentiment as the 
company plans to expand the R&D bandwidth and diversify into more 
complex models such as biosimilars.  

• With possible improvement in the US injectables business, continuing 
decent momentum in Europe and Growth markets, and commencement 
and ramp-up of Pen G production, we believe the company is well poised 
to maintain a decent growth momentum with margin improvement. 

Rating and Target price 

• Our target price is ₹ 1580 based on 19x FY26E EPS of ₹ 83.2. 

 

 

Key Financial Summary 
 

 
 

Source: Company, ICICI Direct Research 

 

 

Particulars 
 

   

Shareholding pattern 

   

Price Chart 

 
Key risks  

 

 (i) Slower ramp up in new launches 
especially in the US. 

 (ii) Regulatory issues which keep on 
emerging. 

Research Analyst  
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Result Update | Aurobindo Pharma 

 

Q2FY25 Results / Conference call highlights 

• The company filed 10 ANDAs, received approval for 8 products and 
launched 14 products in Q2. 

• In the US oral solids business, price erosion is more or less stabilised. 
• The manufacturing site at Puerto Rico is expected to be functional in the 

upcoming months that will provide incremental revenue. 
• The management has maintained the EBITDA margin guidance of 21-22% 

for FY25 and H2 is expected to be better than H1 in FY25. 
•  The expected tax rate for FY25 is 30%. 
• The ramp up in other expenses was on account of increase in number of 

air shipments, R&D costs and overheads expense of the Pen-G plant. 
• The management is expecting a regular supply from the Eugia 3 plant in 

Q3FY25. 
• The generic injectable run rate is expected to improve in H2FY25. The sales 

ramp up from Eugia 3 and sales run-rate from the plant will normalise in 
Q4. 

• In the Europe region, management expects a growth of 8-12% and sales 
with a target of US$ 1 billion in FY25. 

• In the following couple of quarters management expects a higher R&D 
spend on biosimilars. 

• Phase 3 patient recruitment for Denosumab has been completed and the 
trial is expected to be completed by June 2025. The commercialisation of 
the drug is expected by 2025 and 2026 in India and Europe respectively. 

• The patient recruitment for Xolair has been slower than anticipated, it is 
expected to be completed by  

• The management expects to file Trastuzumab in Q3FY25 in the US and its 
commercialisation is expected in 2026 after the approval from the USFDA. 

• The first set of biosimilars for Europe are expected to launch in FY26 and 
the supply chain related issues to be resolved by FY26-27. 

• In Q3FY25, Pen G operational costs are expected to go down by ₹ 40 crore 
(from ₹ 80 crore in Q2) and EBITDA breakeven is targeted in Q3FY25. 

• Eugia sales guidance has been reduced to US$ 570-600 million due to 
manufacturing-related issues at Eugia plant III. 

Exhibit 1: Quarterly Summary 

 
Source: Company, ICICI Direct Research 
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Financial Tables 

Exhibit 2: Profit and loss statement                                    ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 3: Cash flow statement                                            ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 4: Balance Sheet                                                      ₹ crore 

 

Source: Company, ICICI Direct Research 

Exhibit 5: Key ratios 

 

Source: Company, ICICI Direct Research 
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