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May 9, 2024 

CMP: ₹ 5980 Target: ₹ 6440(8%)  Target Period: 12 months  

Dr Reddy's Laboratories (DRREDD) 

 
 
 

HOLD  

  

  

US propels Q4; company prepares for life after 
gRevlimid.. 
 

About the stock: Dr Reddy’s (DRL) business encompasses generic formulations 
sales across US, Europe, RoW markets and branded generics in India and Russia 
CIS. The business also comprises of API sales under the head PSAI. The company 
is increasingly looking to expand its global portfolio with biosimilar and complex 
formulation offerings. 

• Revenue breakup FY24: US (47%), India (17%), Russia and CIS (11%), Europe (7%), 
RoW (6%), PSAI (11%) 

• It owns 14 formulation facilities, 9 API manufacturing facilities, one biologics 
facility and several R&D centres across the globe. 

 

Investment Rationale: 

• Q4FY24- US growth drives numbers – Revenues grew ~13%% YoY to Rs 
7114 crore driven by growth 29% growth in the US to Rs 3263 crore and 
32% growth in ROW markets to Rs 490 crore. US growth was attributable 
to market share expansion in certain existing key products and revenues 
from new product launches, partly offset by price erosion. Anti-cancer drug 
gRevlimid contributed substantially to the US growth. India YoY growth 
was negative 12% to Rs 1127 crore. However, adjusting for divestments in 
the base the underline growth was ~11%. Growth in Europe was subdued 
at 5% due to price erosion in certain products growth in Russia / CIS was 
negative 4% due to unfavourable currency impact. EBITDA grew 19% YoY 
to Rs 1831 crore tracking revenues growth and despite higher R&D spend. 
EBITDA margins stood at 25.7% (145 bps improvement).   

• US growth ex-gRevlimid, scores of in-licensing deals in India and abroad 
and higher R&D to weigh on sentiments – The US revenues got a 
significant boost in FY24 on the back of continuing traction from gRevlimid 
besides new launches and also consolidation of Mayne Pharma portfolio. 
However, gRevlimid has more or less peaked in FY24 and expected to 
shrink significantly, going ahead which is expected to create significant 
void.  The company is bracing for the same with US new launch momentum 
(+20 in the next two years), scores of in-licensing / partnership deals in 
India and abroad besides incremental R&D spend which is expected to be 
around ~8-9% of the revenues with ~20% earmarked for biosimilars which 
the company expects to launch in the US in FY27. 

Rating and Target price 

• Our target price is ₹ 6440 based on 21x FY26E EPS of 302.7 plus NPV of ₹ 
83 for gRevlimid. We assign HOLD rating as we continue to monitor 
progress on the launches and R&D front. 

 

 

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) Increasing intangible component on 
the balance sheet due to licensing deals 

Research Analyst  

Siddhant Khandekar 
siddhant.khandekar@icicisecurities.com 
 
Shubh Mehta 
shubh.mehta@icicisecurities.com 
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Q4FY24 Results / Conference call highlights 

Some of the in-licensing / acquisition / partnership / launches announced during 
January-April 2024- 

• Acquisition of MenoLabs, a leading women’s health and dietary 
supplements portfolio of brands in the US (under Chapter 11 sales) 

• Launch of bVersavo (bevacizumab) in the UK 
• Licensing agreement with Pharmazz, Inc. to market first-in-class 

Centhaquine (Lyfaquin) for hypovolemic shock treatment in India  
• Exclusive distribution partnership with Sanofi Healthcare India Private 

Limited for their vaccine brands in India 
• Marketing and distribution agreement Bayer for second brand of Vericiguat 

for heart failure treatment in India 
• Forming of JV with Nestlé India to take health science nutraceutical 
portfolio to consumers across India and other agreed territories (to be 
operational by FY27) 

US- 

• To launch +20 products in FY25 
• gRevlimid revenues were steady during the quarter and QoQ price erosion 

was witnessed in select products. 
• Biosimilar launches in the US from FY27 onwards 

 

India- 

• 60% of India branded formulations via in-house manufacturing and 40% is 
via outsourcing 

• Launched 3e new brands in Q4 and 13 IN FY24 
• Guided for double digit growth 

Other aspects 

• R&D breakup- 20% for small molecules (chemical formulations), 20% for 
biosimilars, 20% for APIs and rest for other initiatives 

• Capex for FY24- Rs 2700 crore (including intangibles). For FY25, 50% of 
capex would be earmarked for APIs and injectables 

• Maintains aspirational target of 25% EBITDA and 25% ROCE in the long run 

Exhibit 1: Quarterly Summary 

 
Source: Company, ICICI Direct Research 
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Financial Tables 

Exhibit 3: Profit and loss statement                                    ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 4: Cash flow statement                                            ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 5: Balance Sheet                                                      ₹ crore 

 

Source: Company, ICICI Direct Research 

Exhibit 6: Key ratios 

 

Source: Company, ICICI Direct Research 
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