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US drives numbers, India muted due to TGx CI pla
restructuring...
About the stock: Cipla is a global pharma company with over 1,500+ products in . -8
. . ; Particulars (o]
65 therapeutic categories, with over 50 dosage forms. S
Particular Amount o
e For FY24, Indian formulations business accounted for ~42% of revenues Market Capitalisation X 123471 crore S
and major therapies include respiratory, anti-infectives, gastro-intestinal Debt (FY24) = 470 crore +
among others Cash (FY24) X 2676 crore 3
e For FY24, Cipla derived 29% of the revenues from the US followed by15% Ev < 121266 crore &"
from RoW markets, 9% from South Africa and 2% from APlIs. 52 week HL R) 1519/896
Equity capital X 161.4 crore
Investment Rationale: Face value 32

Q1FY25- Decent numbers despite India restructuring; margins strong-

Shareholding pattern

Revenues grew ~6% YoY to X 6694 crore on the back of ~15% growth in (in %) Sep-23 Dec-23 Mar-24 Jun-24
the US and ~22% growth in South Africa. India growth was little subdued ;rl:m"ter 223 32‘; 32'2 33'2
at ~5%. EBITDA grew ~15% YoY to X 1716 crore with 203 bps margin DIls 239 241 242 247
expansion to 25.6% tracking strong GPM performance (up 258 bps to Others ¥ 168" 166 165" 166

67.2%). PAT grew ~18% to X 1178 crore. US grew ~15% YoY to X 2087
crore and was driven by volume traction in key assets of Lanreotide
injection (hormonal) and Albuterol (respiratory)coupled with gRevlimid
sales. The market share of Lanreotide and Albuterol stood at ~20% and
~17% respectively and the company expects to improve the same. India
grew ~5% YoY to X 2898 crore, drive by branded prescription growth of
10% (Respiratory, Urology and Cardiac in particular) but pulled down by
Trade Generics Business owing to distribution model change. However,
growth in Consumer Health portfolio was also tepid at 3% due to high base
effect. South Africa grew 22% YoY to X 626 crore (19% in Rands) led by
Respiratory, CNS and Anti-Infectives therapies and OTC growth.

Maintains strong EBITDA - The performance was driven by strong US
momentum based on traction from niche products. India growth is
expected to normalise in the coming quarters as the delayering exercise in
the Trade Generics business is almost over. Going ahead, US launches
would be mainly confined to complex areas of peptides and respiratory
assets. The USFDA embargo for Goa (delaying gAbraxane) and Pithampur
(delaying gAdvair) are some near term concerns but the company is
deploying plan B with gAdvair launch planned via US based InvaGen
facility. We believe the company is good stead with successful recent
launches in the US and a long-drawn India strategy with a blend of
branded Rx- Trade Generics- Consumer Health besides South Africa
momentum.

Rating and Target price

Our target price is X 1840 based on 28x FY26E EPS of X 65.2 plus NPV of
X 17 for gRevlimid.

Key Financial Summary
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(i) Slower ramp up in new launches
especially in the US

(ii) longer than expected timeline for the
resolution of USFDA embargo
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Key Financials 3 year CAGR 3 year CAGR
e :mre) FY20 Fr21 Fr22 Fy23 y{mo-za) Fr24 FY25E FY26E {);Yza-zeE)
Revenues 17132.0 19159.6 217633 22753.0 9.9 25774.1 27966.3 310248 109
EBITDA 3206.0 4252.4 4552.8 5026.9 16.2 6291.1 6863.5 7875.7 16.1
EBITDA margins (%) 187 222 209" 221 r 244" 245" 25.4
Adjusted PAT 15465 2404.9 2650.2 2929.9 237 42635 4402.8 5249.2 215
Adj. EPS @) 19.2 29.9 32.9 36.4 53.0 54.7 65.2
PE (x) 79.6 51.2 48.9 44.0 29.9 28.0 235
EV to EBITDA (x) 386 28.4 26.3 23.8 187 16.8 143
RONW (%) 9.8 13.1 127 125 16.1 148 15.7
RoCE (%) 12.0 16.3 16.7 17.4 213 197 20.9

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

(% crore) Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 QIFY25 YoY (%) QoQ. (%)
Net Sales 5470.7 54858 5442.9 52239 5317.9 5759.3 5730.0 5666.0 6269.4 6589.2 65057 6082.4 6624.9 57 8.9
Other Operating Income 336 340 360 364 573 693 800 734 595 889 982 809 691 161  -146
Total Operating Income 5504.4 5519.8 5478.9 5260.3 53752 58285 5810.075739.376328.976678.276603.8 6163.276693.9 5.3 8.6
Raw Material Expenses 2068.8 21367 2143.4 21467 2024.4 21602 20043 2063.4 22368 2313.1 22195 2050.1 21929  -2.0 7.0
Gross Profit 34355 3383.1 33355 3113.6 3350.8 3668.4 38057 36759 40921 4365.1 43843 4113.1 4501.1  10.0 9.4
Gross Profit Margins 624 613 609 592 623 629 655 640 647 654 664 667 67.27258bps” 50bps
Employee Expenses 887.3 877.8 8724 8924 9557 960.8 9487 9648 10666 1091.1 1068.1 10842 11942 120 10.1
% of revenues 161 159 159 17.0 178 165 163" 168" 169”7 1637 162 1767 1787 99bps” 25bps
Other Expenditure 12023 1279.1 12321 14715 12517 14058 14496 1537.4 15316 1540.2 15686 1713.0 1591.0 39 7.1
% of revenues 21.8 232 225 280 233 241 249 268 242 231 238 278  23.87-43bps"-403 bps
Total Expenditure 41585 42936 4247.9 45106 42318 4526.8 44025 45656 48350 4944.4 48563 4847.4 4978.1 3.0 2.7
EBITDA 13459 12262 1231.0 7497 11434 13017 14075 11737 14939 1733.8 1747.5 13159 17158 149 30.4
EBITDA (%) 245 222 225 143 213 223 242 205 236 260 265 214 2567203 bps” 428 bps
Interest 296 380 207 181 178 256 318 344 164 258 301 176 180 95 2.0
Depreciation 261.1 253.1 2475 2903 2544 2994 2721 3462 239.2 2900 233.4 2883 2467 31 -14.4
Other Income 649 607 913 640 103.4 1230 1144 1346 1363 1763 1846 2493 1602 175  -358
PBT 1120.1 9958 1054.1 5053 9746 1099.8 121807 92787137467 150427 1668.6 12593716114  17.2 28.0
Total Tax 2837 2838 2952 711 2680 3026 41007 22237 37807 43847 4053 32497 4351 15.1 339
PAT before MI 7118 7120 759.0 3767 7066 7972 8080 523.1 9966 11558 10685 9344 11763 180 25.9
Minority Interest .48  -22 283 86 197 8.5 69 -4l 2.4 245 125  -7.2  -22 -1920  -69.6
PAT 7147 7114 7286 3621 6849 7858 8009 5257 9957 11309 10559 939.0 1177.6 183 25.4
EPS (R) 8.9 8.3 9.0 45 85 9.8 9.9 65 124 140 131 117 148

Source: Company, ICICI Direct Research

Q1FY25 Results / Conference call highlights

US Business-

e Growth in US was driven by launch of generic Lanreotide, traction in
Albuterol and some incremental traction from gRevlimid.

e  Some products have witnessed price erosion of 5-6% sequentially.

e In Q1FY25, it launched generic Lanreotide in US, which is the biggest
peptide launch for Cipla in FY25. Management expects a gradual ramp-up
in market share (14,000 vials market) for this product.

¢ Management aims to launch two more peptide products in H2FY25 and
additional one would be launched in FY26.

e US base business run-rate likely to be US$ 230-240 million.

e Launch timeline of Abraxane is contingent to clearance of Goa plant.

e Advair is expected to be filed from InvaGen site by Q4FY25.

¢ Goa plant underwent re-inspection in Q1FY25 and got 6 observations. The
USFDA is yet to classify the status of this plant. Management expects a
revert from the USFDA by Sep’24.

¢ InUSitmay acquire a sterile injectable plant or in-license specialty products.

India Business-

e Branded business grew at 10%, whereas therapies wise respiratory grew
9%, cardiac at 11% and urology grew with 15% on YoY basis.

e Consumer segment grew 3% YoY due to high base. Management expects
good growth going forward.

¢ Management may launch GLP-1 product next year in India.

e Company has added 1,500 MRs in India during this quarter.

e For domestic business the company may acquire brands in therapies for
which it does not have a leadership position.

Other aspects -

¢ Management has maintained its FY25 EBITDA margin guidance of 24.5-
25.5%.

e FY25 R&D % to sales to be in 5-6% range.

e  Capex for FY25 will be ~X 1500-1800 crore.

ICICI Securities | Retail Research 2
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Financial Tables

Exhibit 3: Profit and loss statement X crore

(Year-end March) FY23
Revenues 22,753.0
Growth (%) 45
Raw Material Expenses 8,252.3
Gross Profit 14500.8
Employee Expenses 3,830.1
Other Expenditure 5,643.8

Total Operating Expenditure 17,726.2

EBITDA 5,026.9
Growth (%) 10.4
Depreciation 1,172.1
Interest 109.5
Other Income 4755
PBT 4,038.3
Total Tax 1,202.9
PAT before MI 2,835.4
Minority Interest 31.0
Adjusted PAT 2,929.9
Growth (%) 10.6
EPS (Adjusted) 36.4
Other income as % of Inv+cc 11%

Frz4
25,774.1
133
8,819.6
16,954.5
43100
6,353.4
19,483.0
6,291.1
25.1
1,051.0
89.9
746.6

570197
1,546.6
4,155.3
32.2
4,263.5

4557
53.0
12%

FY25E
27,966.3
8.5
9,498.1
18,468.2"7
4,880.6
6.724.2
21,102.8
6,863.5
9.1
1.282.4
84.3
585.6
6.082.4"7
1.642.3
4,440.2
33.5
4,402.8
33"
54.7
7%

FY26E
31,0248
10.9
10,625.6
20,399.2
5,118.3
7,405.1
23,149.1
7,875.7
147
1,204.1
70.8
651.3
7.252.1
1,958.1
5,294.1
41.0
5,249.2
19.2
65.2

6%

Source: Company, ICICI Direct Research

Exhibit 5: Balance Sheet X crore

(Year-end March) FY23
Equity Capital 161.4
Reserve and Surplus 23.246.4
Total Shareholders funds 23,4078
Total Debt 520.4
Deferred Tax Liability 163.3
Long Term Provision 102.2
M1 & Other Liabilities 756.8
Source of Funds 24,9504
Gross Block - Fixed Assets  14,594.1
Accumulated Depreciation 8,477.3
Net Block 6,116.8
Capital WIP 1,093.3
Fixed Assets 7.,210.1
Investments 3,722.2
Goodwill on Consolidation 2,9839
Long term Loans & Advance 0.0
Other Non current assets 1.831.9
Inventory 5,156.4
Debtors 4,057.0
Loans and Advances 7.6
Other Current Assets 2,929.6
Cash 627.6
Bank Balance other than ca 936.9
Total Current Assets 12,778.2
Creditors 2,457.1
Provisions 1.286.7
Other current libilities 769.2
Total Current Liabilities 4,512.9
Net Current Assets 8,265.3
Application of Funds 24,950.3

FY24
161.4
26,321.3
26,482.7
470.4
171.47
107.3
811.5
28,043.37
15,794.1
9,528.4
6,265.8
1,193.3
7.459.17
37222
2,983.9
0.0
19235
5,510.9
45316
8.0
3,076.0
2,675.7
937.0
15.802.2
2,626.0
1.351.0
807.6
4,784.6
11.017.6
28,043.3

FY25E
161.4
29,623.3
29,784.8
420.4
18007
112.6
868.7
31,3665
17.194.1
10,810.7
6.383.4
1,293.3
7.676.7
47222
2,983.9
0.0
2.019.7
5.855.0
4,968.0
8.4
3.229.8
4,060.3
937.0
18.121.5
2.828.0
1.418.6
848.0
5.094.6
13.027.0
31,366.5

FY26E
161.4
33,2978
33,459.2
370.4
189.0
118.3
9345
35,0714
18,094.1
12,014.8
6,079.3
1,3933
74726
5,722.2
29839
0.0
2,120.7
6,579.1
5,525.0
8.8
3,391.3
58743
937.0
21,3785
3,163.7
1,489.5
890.4
5,543.6
15,834.9
35,0714

Source: Company, ICICI Direct Research

Exhibit 4: Cash flow statement X crore

(Year-end March)

Profit/{Loss) after taxation
Add: Depreciation

(inc)/Dec in Current Assets
inc/(Dec) in Current Liabilities
Others

CF from Operating activities
(Purchase)/Sale of Fixed Assets
Change In Investment

Others

CF from Investing activities
Change in Equity

Change in Loan

Dividend & Dividend tax
Others

CF from Financing activities
Net Cash Flow

Cash and Cash equ. at beginnir
Cash

Free Cash Flow

FY23
2,918.9
1,172.1

-541.2
-18.2
-294.0
3,237.6
-1,108.7
-938.8
-341.1
-2,388.5
0.1
-485.6
-403.5
-69.3
-958.3
-109.2
658.1
548.9
2,128.9

FY24 FY25E FY26E
4,121.6 4,402.8 5,249.2
1,051.0 12824 1,204.1
-975.0 -934.7 -1,442.0
2717 3100 4490
89.907 843" 708
4,558.2 5,144.7 5,530.0
-1,300.0 -1,500.0 -1,000.0
0.0 -1,000.0 -1,000.0
-236  -251  -205
-1,323.6 -2,525.1 -2,020.5
0.0 0.0 0.0
-50.0  -50.0  -50.0
-1,046.6 -1,100.7 -1,574.8
-89.9” 843" -70s8
-1,186.5 -1235.0 -1,695.5
2,048.1 13846 1,814.0
627.6 12,6757 4,060.3
2,675.7 4,060.3 5,874.3
3,258.2 3,644.7 4,530.0

Source: Company, ICICI Direct Research

Exhibit 6: Key ratios
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(Year-end March) FY23 Fy24 FY25E FY26E
Per share data ()
Adjusted EPS 36.4 53.0 54.7 65.2
BV per share 290.7 328.9 370.0 415.6
Cash per Share 7.8 33.2 50.4 73.0
Dividend per share 8.7 13.0 13.7 19.6
Operating Ratios (%)
Gross Margins 63.7 65.8 66.0 65.8
EBITDA margins 22.1 24.4 245 25.4
PAT Margins 12.9 16.5 15.7 16.9
Inventory days 228 228 225 226
Debtor days 65 64 65 65
Creditor days 109 109 109 109
Asset Turnover 0.9 0.9 0.9 0.9
EBITDA convsion rate 64.4 725 75.0 70.2
Return Ratios (%)
RoE 12.5 16.1 14.8 15.7
RoCE 17.4 21.3 19.7 20.9
RolC 19.1 24.9 255 29.4
Valuation Ratios (x)
P/E 44.0 29.9 28.0 23.5
EV /EBITDA 23.8 18.7 16.8 14.3
EV / Net Sales 5.3 4.6 4.1 3.6
Market Cap / Sales 5.4 4.8 4.4 4.0
Price to Book Value 53 4.7 4.1 3.7
Solvency Ratios
Debt / EBITDA 0.1 0.1 0.1 0.0
Debt / Equity 0.0 0.0 0.0 0.0
Current Ratio 2.7 2.7 2.8 2.8
Quick Ratio 1.5 1.6 1.6 1.6
Working Capital Cycle 184 184 181 182
Net Debt/Equity 0.0 -0.1 -0.1 -0.2
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
—INHO000000990. 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
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 ICIC| 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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