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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%, APls- 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 X 7567 crore driven by formulations growth in Europe and Growth
markets. US growth on the other hand was subdued at 4% to X 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 X 2105 crore. Growth Markets grew 25% YoY to X 812 core
(including India formulations) on the back of new launches. ARV de-grew
23% to X 229 crore. APIs were flat at X 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 X 816 crore.

Despite Eugia Il induced slowdown, outlook remains promising — The
injectable business slowdown was not entirely unexpected given the cGMP
remediation undertaken at the critical Eugia Il 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 X 1580 based on 19x FY26E EPS of X 83.2.

Key Financial Summary

Key Financials FY22 Fr23 Frzq 2YearcAGR FY25E
% crore) [FY22-24)

Revenues [ crore) 234555 24855.2 29000.4 112 31463.4
EBITDA & crore) 4386.8 3683.8 5827.3 153 6B40.6
EBITDA margins 187 14.8 201 217
Net Profit & crore) 2776.1 1934.9 3390.2 105 38229
EFS /) 47.4 33.0 57.9 552
PE () 7.7 37.9 231 192
EV/EBITDA (%) 162 19.9 130 113
ROE (%) 113 7.2 114 124
ROCE (3 129 8.6 137 153
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Particular Amount
Market Copitalisotion ¥ 73242 crore
Debt (FYZ24) I 6648 crore
Cash [FY24) ¥ 3393 crore
B F 76496 crore
52 week HL ) 1497/815
Equity capital % 5B.6 crore
Foce value 1

Shareholding pattern

{in %) Dec-23 Mar-24 Jun-24 Sep-24
Fromoter 51.E 1.8 B1.B 51.B
Flls 20.7 18.0 16.7 16.6
Diis 20.6 23.3 248 251
Cthers 6.8 6.9 6.7 6.5
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(i) Slower ramp up in new launches
especially in the US.

(ii) Regulatory issues which keep on
emerging.
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FY26E 2 year CAGR

(FY24-26E)

34615.5 9.3

8150.1 18.3
23.5

4B72.7 19.9
B3.2
15.0
9.1
13.8
17.1

Source: Company, ICICI Direct Research
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Exhibit 1: Quarterly Summa

[% Crore) Q2FY22 Q3FY22 Q4FY22 Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QLFY24 Q2FY24 Q3FY24 Q4FY24 QIFY25 Q2FY25  YoY (%)  QoQ)
Total Operating Income 50419 6002.2 5800.4 58004 62359 5739.2 G407.1 64730 68500 7219.0 73510 7580.4 7567.0 7796.1 8.0 30
Row Material Expenses 25056 27442 252432 25242 28B6.7 256B.0 2907.5 29310 31547 32367 31506 30609 30727 32103 -0.8 45
% of revenue 423 457 435 435 463 447 454 453 461 448 429 404 406 4132 -366bps &7 bps
Gross Profit 34363 32580 328652 32852 33409.2 3171.2 34996 35420 36053 39823 42004 45195 44943 46858 15.2 20
GPM (3] 578 543 GE5  GGE 537 553 546 547 539 552 571 596 594  GBA 366bps -57 bps
Employee Expenses @589 BGE0 8532 8532 BE0.2 BEE.S 9217 BEL9 9520 9550 9897 10263 10720 11095 16.2 35
% of revenue 145  14% 147 147 141 151 144 132 139 132 135 135 142 1432 100bps 7 bps
Other Monufocturing Expe 13907 13728 14575 14575 15326 16121 16234 16879 15925 16245 16102 18201 18028 1910.2 17.6 6.0
% revenues 234 229 251 251 246 263 253 261 232 225 219 240 238 245 Z00bps GBbps
Total Expenditure 47862 4986.0 48350 48350 52994 49485 54526 54708 5G99.2 BE1G.2 &7E0.5 5907.3 H947.5 £229.9 7.1 47
% of revenue 80.0 831 B3Z B32 BE0 BE2 BE1  B45  B3.2 B0 7E.Z 779 FBE  79.0 -GEbps 131bps
EBITDA 11867 10163 9744 9744 9365 7907 9545 10022 11500 14028 16005 16731 16196 1666.1 116 33
EBITDA Margins (%) 00 169 168 168 150 138 149 185 168 194 218 221 214 201 GGbps -131bps
Depreciation 2942 2991 253.6 2536 2795 2981 3214 3456 3266 4175 4233 3543 4042 3823 -8.4 5.4
Interest 104 161 3.2 92 146 253 450 G556 G6E G682 756 894 1110 1127 65.3 15
Other Income 966 650 489 489 406  &7.2 927 1349 1163 1870 1625 1356 2209 1360  -27.3  -384
Less: Forex & Exceptional | 0.0 -348 1628 1628 0.0 0.0 0.0 00 698 208 00 1221 0.0 -0.3

FET 9787 B00S 5977 5977 GB3.0 5245 GBOB 7359 G143 10743 12642 12428 13253 12075 12.4 -89
Total Tax 37089 1895 1765 176 1886 1130 1891 2242 2423 3237 3225 3226 4057 3905 206 3.7
Tax rate (%) 277 237 29 9 232 215 278 305 298 301 255 260 306 323 221bps 173 bps
Frofit from Associotes -11.1 7.1 41 41 -4.0 -1.2 0.0 0.0 -28 09 26 -127 1.4 1.4

FAT hefore MI 6967 G043 &76.1 G761 5204 4103 4917 5117 &892 7515 9392 907.6 9182 8156 85  -11.2
Minority Interest -03 -0.4 -0.3 0.3 -0.2 -0.1 -0.3 -0.4 03 -0.3 -0.4 00 0.0 0.0

Adjusted PAT 697.0 5G9 7345 7345 5205 4104 4919 5121 6392 78L7 9396 10297 9182 8153 43 -112

Source: Company, ICICI Direct Research

Q2FY25 Results / Conference call highlights

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

e Inthe US oral solids business, price erosion is more or less stabilised.

e The manufacturing site at Puerto Rico is expected to be functional in the
upcoming months that will provide incremental revenue.

e The management has maintained the EBITDA margin guidance of 21-22%
for FY25 and H2 is expected to be better than H1 in FY25.

e  The expected tax rate for FY25 is 30%.

e 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.

e The management is expecting a regular supply from the Eugia 3 plant in
Q3FY25.

e The genericinjectable 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.

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

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

e 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.

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

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

e 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.

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

e Eugia sales guidance has been reduced to US$ 570-600 million due to
manufacturing-related issues at Eugia plant IIl.
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Financial Tables

Exhibit 2: Profit and loss statement X crore QM Exhibit 3: Cash flow statement X crore

(Year-end March) FY23 FY24 FY25E FY2BE [Year-end March) FY23 Fyz4 FY25E FY26E
Rewvenues 24,855.2 290004 314634 346155 Profit/iLoss) after toxation 1,B95.3 26134 3.B823.2 48727
Growth (3) 6.0 16.7 8.5 10.0 Add: Depreciation & Amortizatio  1,244.6 1,521.7 1,551.0 1,610.6
Row Material Expenses 11,2932 126029 1292272 141034 Met Increase in Current Assets -1,9331 -24104 -14B07 -14452
Employee Expenses 3,622.3 39229 44727 5.019.2 Met Increase in Current Liabilities B3B.2 7364 165.3 497.3
Cther Monufacturing Expenses  6,356.0 6,647.3 7.227.9 7.342.7 CF from operating activities 2,386.8 24345 45B508.0 59046
Taotal Operating Expenditure 21,1714 23173.2 246228 26,4654
EBITDA 3,683.8 5,827.3 6,840.6 8,150.1 [Purchase)Sale of Fixed Assets -2,709.3 -3501.2 -15009 -1,000.0
Growth (3] -16.0 E8.2 17.4 19.1 (Incidec in Investments 442 8 1535 47 4 0.0
Interest 1408 289.7 4491 369.2 Others -1.711.2 -908.2 -449 5 -140.6
Drepreciation 12446 1,521.7 1,561.0 1.610.6 CF from investing activities -3,9778 -4,266.0 -1903.1 -1,14086
Other Income 325.4 601.5 637.8 603.9
PBT before Exceptional ltems 26241 46173 54782 67741 |ssue of Equity Shares 0.0 0.0 -0.5 0.0
Less: Forex & Exceptional Item: 0.0 221.7 -0.3 0.0 Inc / {Dec) in Debt 23651 1.461.3 1.779.6 -15000
FET 26241 4 3957 54785 6.774.1 Dividend & Dividend Tax -439.5 -263.6 -2485.5 -376.6
Total Tax 6B84.9 1,211.0 1,650.5 1.B9E.8 others -111.2 -396.2 -449.1 -369.2
FAT before Ml 1,939.3 3,184.7 38281 4 877.4 CF from financing activities 18144 801.5 1,034.5 -2,2458
Minorities and Associotes -4.3 -16.1 -4.9 -4.7
PAT 1,934.9 3,168.5 3.823.2 48727 Met Cash flow 2234 -10199 -98.5 25181
Adjusted PAT 19349 3,390.2 38229 48727 Opening Cash 4.190.0 44134 33,3935 3.,295.0
Growth (3] -30.3 76.2 128 27.5 Closing Cash 4,413.4 3,3935 3,295.0 58131
EPS [Diluted) 33.0 54.1 65.2 83.2 Free Cash Flow -322.6 -1,066.7 3,007.1 490486
EFS [Adjusted) 33.0 57.9 B5.2 83.2 Free Cash Flow [US$) -45.6 -144.1 408.1 663.3_
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
{Year-end March) Fr23 FY24  FY25E  FY26E  (Year-end March) Fr23 Frz4  FY25E  FY26E|
Equity Capital B8.6 E8.6 58.1 58.1  Pershare data (%)
Reserve and Surplus 26,798.3 297842 308203 353164 Adjusted EPS (Diluted) 33.0 57.9 55.2 B83.2
Total Shareholders funds 26,B56.9 298428 30B7B4 353744 BW per share 458.3 509.3 BZ5.9 603.7
Tatal Debt 5,286.1 G6,647.6 B4Z7.3 B9273 Dividend per share 75 45 50 .4
Deferred Tax Liability 3B89.6 356.6 370.7 407.8 Cash Per Share 75.3 57.0 5R.7 997
Minority Interest 12.0 8.0 6.6 74 Operating Ratios (%)
Laong term Provisions 172.7 22R.7 247 .4 277.1 Gross Profit Margins 54.5 EEE ] 5Q 3
Cther Mon Current Liabilities 41.5 Bl1.9 B9.9 62.9 EBITDA rnurgins 14.8 20.1 21.7 235
SIDLlﬁ:E'Df FLIFIdS 32.?59 3?.133 39.990 43.05? NetF‘rofit m{:rgins 7.8 11.7 12.2 141
Gross Block - Fixed Assets 17,650.5 214428 221142 184037  |nicreon days 375 2g4 295 280
Accumulated Depreciation 6.714.9 74431 7.900.8 7.466.9 Debtor days 56 51 53 E5
Met Block 109356 139938 142135 109368 Creditor days 125 129 125 120
Capital WIF 5,390.0 3.BER.7 4,698.3 3.646.6 Asset TUrmOVEr 17 15 16 21
Met Fixed Assets 16,3266 178685 189118 145834 EBITDA Conversion Rate G4.8 418 5.9 724
Goodwill on Consolidation 596.0 595.2 630.0 630.0 Return Ratios (%)
Irvestments 5427 372.2 32449 3249 RoE 73 11.4 17.4 138
Imventory 85112 98082 104319 108191 RoCE 86 137 163 171
Cash 4.413.4 3,393.5 3,295.0 RB131 FolC 111 153 173 310
Debtors 4.466.4 4,.816.7 5,3B8B.3 B6,164.4 . .
Valuotion Ratios (x)
Loons & Advances & Other CA 23328 3,251.8 3,637.3 3.819.1
Taotal Current Assets 21,5207 240530 255BB.1 332693 P 37.9 23.1 19.2 150
Creditors 3.B713 4 454 2 44331 463687 BV /EBITDA 139 130 113 21
Provisions & Other CL 3,276.7 3.4B4.8 36711 3.964.8 EV/ Net Sales 3.0 26 25 21
Total Currert Liahilities 71479 79389 81043 BeoLs orketCop/Sales 2.9 25 2.3 21
Met Current Assets 14,2638 16,2161 174839 209499 | cetoBook Value 27 25 2.4 21
LT L& A, Other Assets 8613 9701 14365 15514  Solvency Ratios
Deferred Tax Assets 677.4 12126 12033 12995  Debt/Eauty 0.2 0.2 0.3 0.2
Application of Funds 32759 37133 39,890 43,057 Debt/EBTDA 14 11 12 0.8
Source: Company, ICICI Direct Research Current Ratio 21 z.3 2.4 2.4
Quick Ratio 1.0 1.0 11 1.2
Met debt/Equity 0.0 0.1 0.2 0.0
Waorking Capital Cycle 216 216 232 225

Source: Company, ICICI Direct Research
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ANALYST CERTIFICATION

I/We, Siddhant Khandekar, Inter CA; Shubh Mehta, MBA(Tech); Vedant Nilekar, MBA, 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. Atul Agarwal

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
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
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
specific transaction.

ICICI 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.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI 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 ICICI
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

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

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of one
percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.
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