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August 2, 2024 

CMP: ₹ 1725 Target: ₹ 1845(7%)  Target Period: 12 months  

Sun Pharmaceutical Industries (SUNPHA) 

 
 
 

HOLD  

  

  

Domestic formulations, global specislty drive 
numbers… 

About the stock: Sun is the world’s fourth largest generics/specialty pharma 
company with 43 manufacturing sites at its disposal addressing segments like 
specialty products, branded generics, complex generics, pure generics and APIs. 

• Sun is ranked No. 1 in domestic formulations. It enjoys a leadership 
position in 12 specialties based on prescription. 

• Revenue break-up Q1FY54: US formulations~31%, Indian branded~33%, 
Emerging markets~19%, RoW~13%, API & Others - 4% 

• The company is consciously ramping up its global specialty portfolio 
(Innovative products) which now accounts for ~18% of sales (spread 
across geographies but mainly US) 

Investment Rationale: 

• Q1FY25- margins strong due to higher growth in domestic and specialty 
segments – Revenues grew ~6% YoY to ₹ 12653 crore driven by strong 
India growth of 16% to ₹ 4145 crore. US growth was flat at ₹ 3889 crore 
due to high gRevlimid base. Excluding gRevlimid, the growth was driven 
by specialty and other generics. India Formulations growth was driven by 
new product launches (6 launches) and increased prescription share. 
Emerging markets grew ~9% to ₹ 2035 crore, driven by branded generics 
traction. RoW markets, on the other hand witnessed a de-growth of ~3% 
to ₹ 1581 crore, mainly due to pricing pressure in Japan. Global Specialty 
sales came in at US$ 266 million, up 15% YoY. EBITDA stood at ₹ 3658 
crore, up ~10% YoY, with resulting EBITDA margins of 28.9%, driven by 
GPM improvement (up ~200 bps to 78.9%) and lower employee cost.  

• Preparing for Specialty v2 with augmented R&D spend – Sun Pharma’s 
performance continued to thrive on remunerative businesses of global 
specialty (mainly US and other markets) and domestic formulations. 
Overall better product mix with higher domestic sales and specialty 
business aided margin expansion during the quarter. The India business 
continued to grow with a branded portfolio, leading to an increase in its 
market share. On the exports front, the company remains strategically 
focused on specialty business which is evident from a significant increase 
in R&D allocation towards Specialty from 24% to 45% in Q1FY25. Recent 
USFDA approval for Leqselvi (deuruxolitinib, a late-stage, potential best-
in-class treatment for alopecia areata) in the US is yet another specialty 
addition in the specialty portfolio. 

Rating and Target price 

• Our target price is ₹ 1845 based on 35x FY26E EPS of ₹ 52.7. We assign 
HOLD rating as we continue to monitor progress on the Specialty front. 

 

 

Key Financial Summary 
 

 
 

Source: Company, ICICI Direct Research 

 

Particulars 
 

   

Shareholding pattern 

   

Price Chart 

 
Key risks  

 

 (i) Slower ramp-up in the Specialty 
launches due to longer than expected 
gestation period 

 (ii) Delay in generic ramp-up due to 
pending Halol and Dadra USFDA 
embargo 

Research Analyst  

Siddhant Khandekar 
siddhant.khandekar@icicisecurities.com 
 
Shubh Mehta 
shubh.mehta@icicisecurities.com 
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Q1FY25 Results / Conference call highlights 

• In the domestic formulations, growth across therapies is being led by 
Volume and prescription. 

• Effective tax rate is expected to increase ahead. 
• Remediation of the Halol plant is in process and the company will invite 

USFDA for a re-inspection once the remediation in completed. 
• As per management, there are no critical products filing from Halol / Mohali 

/ Dadra. 
• Sales in the US excluding gRevlimid actually grown during the quarter. The 

company launched 5 new products. 
• In Q1 FY25 the company received USFDA approval for Leqselvi 8 mg 

tablets. However, a motion seeking a preliminary injunction has been filed 
in a US court to prevent the launch of Leqselvi. 

• R&D expenses are expected to be stepped up in the coming quarters, 8-10% 
of Sales.  

• Specialty R&D spend accounted for 45.2% of total R&D spend. There are 6 
products undergoing clinical trials in the pipeline. 

• Global specialty sales are up 14.7% to ₹2228.4 crore. 
• European Medicines Agency validated the submission for the marketing 

authorization application of Nidlegy. It is the first marketing authorization 
application of Nidlegy and the treatment of locally advanced fully resectable 
melanoma as potential first indication. 

• The company has a net cash balance of more than US$ 2.4 billion crore as 
of June’24. 

• The company completed its acquisition of all outstanding ordinary shares of 
Taro (other than shares already held by the Group) for a consideration of 
US$ 347.7 million.  

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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