May 13, 2021
RESULT REPORT Q4 FY21 | Sector: Pharmaceuticals

Lupin

SELL CMP Rs1,212

Result Highlights

v Revenue declined by 1.6% YoY vs. our estimate of +4% YoY. US sales at
US$195mn disappointed due to lower anti-infective sales and lack of flu-led
revenues; Domestic business up 8% yoy while ROW markets (-5.6% YoY) and API
(-22.2% YoY) saw a decline offset by EMEA (+2.7% YoY) and growth markets (+8%
YoY).

v" Gross margins expanded by 171 bps YoY to 65.2%, which was further aided by the
decline in staff and other expenses (aided by lower R&D - Rs3.4bn vs Rs3.5bn in
Q3 FY21), which led to EBITDA expansion of 504bps YoY to 18.7%

v" PAT for the quarter stands at Rs4.6bn ( +18.2% YoY vs. our estimate of de-growth
of 21% YY), primarily led by lower ETR and higher other income QoQ

Our view: Lupin guided to double digit growth in US on the low base of FY21 as anti-
biotic and anti-infective sales were affected along with hardly any flu-related sales. On
the other hand, reckon Albuterol sales have been disappointing with guidance of a
gradual ramp up in market share likely to keep expectation muted for Q1 FY22. Given
the slow ramp up and disappointment in Q4, we factor in 15% growth in FY22 US
revenues (on a reduced base) driven by Albuterol ramp up and revival of flu products
in H2 FY22. Spiriva would be a key driver of growth next fiscal but we note that it is a
top 3 product for innovator; albeit, it can be a FY23 launch but given the experience
with Albuterol (and inhalers in general), we expect a gradual ramp up. Domestic sales
to rebound on weak base of FY21 and we expect lower R&D to assist margin; factor in
improved margin by ~200bps in FY23 - in line with the guidance of 21-22%. We have
raised our EPS estimated for FY22/23 by 10%/18%, large part of which is due to lower
ETR of 28% in each year; ex-the lowered tax rate assumption, EPS rises by 6% for FY23.
Reckon complex injectables can be a more sustained driver beyond FY23, than inhaler
portfolio in the next 12 months; accordingly, we still value stock at 20x on FY23 EPS
and arrive at TP of Rs1,000. Near term muted expectation for H1 FY22 may result in a
better entry point in the stock, in our view. SELL stays

Exhibit 1: Result table

(Rs mn) Q4FY21  Q3FY21 %aqoq | Q4FY20 % yoy
Revenues 37,831 40,174 (5.8) 38,457 (1.6)
RM + inventory changes (7,202) (7,726) (6.8) (8,318) (13.4)
Purchase of goods (5,974) (6,024) (0.8) (5,732) 4.2
Staff (6,402) (7,068) (9.4) (7,636) (16.2)
Other expenses (11,178) (11,569) (3.4) (11,519) (3.0)
OPM (%) 18.7 19.4 -68 bps 13.7 504 bps
Depreciation (2,157) (2,443) (11.7) (2,143) 0.7
Interest (318) (309) 3.0 (1,074) (70.3)
Other income 582 212 175.0 2,086 (72.1)
Tax (540) (835) (35.3) (1,051) (48.6)
Effective tax rate (%) 10.5 16.0 -550 bps 255 -1503 bps
Exceptional - - 831

PAT 4,604 4,382 5.0 3,896 18.2
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CON-CALL HIGHLIGHTS

v

Sales for the quarter was down due to weak flu season in US and on domestic side it is a soft
quarter for the company (also was affected due to second covid wave)

Albuterol - Just over 8% market share; supplies are ramping up. Not seen any material
change since shift to Sandoz. Pricing has been stable. Committed to 20% market share
gradually over a period of time.

Goal of US$1bn sales in US in next 2 years; expect double digit growth in US in FY22
Target of 19% + margin in FY22 and 21-22% in FY23

Inhalers - Forstair - made significant progress with MHRA - expect approval soon and
launch in next few months. gBrovana should be FY22 launch.

Spiriva - good communication with FDA. In process of responding by next quarter. Should
get approval by middle of next year even assuming an additional round of queries. Litigation
timetable has been slow but still expect to launch in FY23

Revlimid - Would look to launch sooner rather than later

Levothyroxine- the company has grown market share and currently around ~19% (which was
previously 12% at the start of the year).

Injectables portfolio to start contributing in the next 2-3 years.
API - input cost increases faced from China.

API segment saw decline due to lower sales in anti- biotic due to weak flu season across
different geographies. the company is seeing signs of the segment recovering

Tax rate to remain at the current level (27-28%) for FY22E.

Capex will be around Rs10 bn in FY22E.
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FINANCIALS

Exhibit 2: Financial summary

Y/e 31 Mar (Rs mn) FY19 FY20 ‘ FY21 FY22E FY23E
Revenues 146,646 153,748 151,630 169,723 189,324
yoy growth (%) (7.2) 4.8 (1.4) 11.9 11.5
OPM (%) 17.5 153 16.9 19.3 21.6
yoy growth (%) 103.8 (152.6) (551.6) 46.1 30.1
EPS (Rs) 11.3 -6.0 26.8 39.2 51.0
P/E (x) 106.9 -203.2 451 30.9 23.7
P/BV (x) 4.0 4.4 4.0 3.6 3.2
EV/EBITDA (x) 23.2 22.5 20.2 16.6 12.9
Debt/Equity (x) 0.6 0.2 0.1 0.1 0.1
ROE (%) 6.3 2.7 9.3 12.2 14.3
ROCE (%) 9.5 12.0 12.2 154 17.8
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity. No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. This report is not directed or intended for distribution to, or
use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which
would subject YSL and associates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or
may not be eligible for sale in all jurisdictions or to certain category of
investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction.

DISCLOSURE OF INTEREST

Name of the Research Analyst : Bhavesh Gandhi, Meet Parikh

The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Potential return >15% over 12 months

ADD: Potential return +5% to +15% over 12 months
REDUCE: Potential return -10% to +5% over 12 months
SELL: Potential return <-10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL”) is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.



