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Torrent Pharma

BUY CMP Rs2,724 Target Rs3,120 Upside 15%
Result nghlights Stock data (as on May 18, 2021)

. . . . Nifty: 15,108
v" Q4 revenue came in at flat YoY vs. estimate of +1% YoY. India business grew by 52 Week h/I (Rs) 3031 /2232
9.8% YoY, Germany +23% YoY; US reported a decline of 30% YoY (impacted by Market cap (Rs/USD mn) 460912/6310
price erosion on base business & base impact of Sartan portfolio discontinuation). Outstanding Shares 169
Brazil sales also fell 3.6% YoY 6m Avg t/o (Rs mn): 1022
Div yield (%): 0.7
v" Domestic business PCPM at Rs0.85mn/MR/month Bloomberg code: TRPIN
NSE code: TORNTPHARM

v" Gross margin expanded by 153bps YoY, which was further aided by lower other Stock performance

expenses which led to EBITDA margin expansion of 189bps YoY to 30%.

200 TORNTPHARM Nifty
v PAT grew by 3.2% to Rs3.2bn vs. our estimate of -13% YoY, beat largely driven by
higher other income 100
Our view: Our view: Domestic business to rebound in FY22 after a tepid 6% growth in
previous fiscal along with improved growth in Germany. Although we have cut US sales I\?Ia;/-ZO Sep'_zo 1 Ma;ﬂ
estimates for FY22/23 on a sharp 8% decline in Q4, start of sartans supplies and ™ a v

commercialization of liquid products from Levittown imply US revenues to mark a

Absolute ret 4.0% 8.0% 9.9%
bottom in FY22 at US$155mn. On the other hand, costs to rebound from low base of SOV rEm

FY21 especially other expenses excluding R&D which would lead to a decline in margin. Shareholding pattern (As of Mar21 end)
In many ways, expect FY22 to be a bottom year in key parameters like US sales, margin Promoter 71.3%
before rebound in FY23. Based on FY21 actual, we have cut our FY22/23 estimate by FlI+DII 20.6%
10%/8%, driven by lower US sales and higher ETR assumptions. Albeit, looking beyond Others 8.1%
the negative operating leverage created due to US (margin offset due to higher branded Ain stance
sales to an extent), Torrent owns a well-oiled domestic chronic business with best in (1-Yr) New old
class margin and MR productivity. We refrain from cutting target PE on robust FCF Rating BUY BUY
generation and rebound in FY23 margin. BUY stays on 35x FY23 EPS with revised TP TargetPrice 3,120 3,400
Rs3,120 (earlier Rs3,400). A in earnings estimates
FY22E FY23E
Exhibit 1: Result table EPS (New) 70.8 89.2
. . EPS (Old) 78.5 96.6
(Rs mn) Q4 FY21 Q3 FY21 % qoq Q4 FY20 % yoy % change 10% 8%
Revenues 19,370 19,950 (2.9) 19,460 (0.5) Financial Summary
. (Rs mn) FY21 FY22E FY23E
RM + inventory changes (2,730) (3,360) (18.8) (2,490) 9.6 Net Revenue 80,050 87,842 96,696
Purchase of goods (2,230) (2,260) (1.3) (2,790) (20.1) YoY Growth 0.8 9.7 10.1
EBIDTA 24,850 25142 28942
Staff (3,410) (3,630) (6.1) (3,360) 1.5 YoV Growth 145 12 151
Other expenses (5,180) (4,630) 11.9 (5,340) (3.0) PAT 12,520 11,987 15,095
5 § YoY Growth 221 (4.3) 259
Operating profit 5,820 6,070 (4.1) 5,480 6.2 ROE 935 19.7 994
OPM (%) 30.0 304 -38 bps 28.2 189 bps EPS 74.0 70.8 89.2
L P/E 36.8 38.4 30.5
Depreciation (1,650) (1,670) (1.2) (1,680) (1.8) BV 3450 3747 4227
Interest (730) (910) (19.8) (1,020) (28.4) P/BV 7.9 7.3 6.5
Other income 390 80 387.5 150 160.0
PBT 3,830 3,570 7.3 2,930 30.7 BHAVESH GANDHI
Lead Analyst
Tax (590) (600) (1.7) 210 (381.0)
. bhavesh.gandhi@ysil.in
Effective tax rate (%) 154 16.8 -140 bps (7.2) 2257 bps
PAT 3,240 2,970 9.1 3,140 3.2

MEET PARIKH, Associate
meet.parikh@ysil.in
AMAR AMBANI, Sr. President, Head of Research

amar.ambani@ysil.in
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Torrent Pharma

INSTITUTIONAL EQUITIES

CON-CALL HIGHLIGHTS

v

US: Levittown facility has started manufacturing and expect commercialization of products
in June. The company also has some approvals in derma and expect to launch the product in
near term. Torrent also expects to launch certain sartans products going forward. There has
been no guidance from USFDA regarding audit to the company.

India: Growth was driven by continued recovery in chronic, sub-chronic and acute therapies,
and aided by market share gains in from new launches. Price increase component of growth
is around 6-7% and should be sustainable for next few years. The company is within the
competitive price range with other companies.

Germany: Growth in Germany has been on account of gain of market share and has reached
pre-covid level of market share (7.3%). Expect sales to reach high single digit growth rate in
FY22E, this is on the back of market coming back to normal. The company has hired some
manpower on temporary basis due to which SG&A expenses are higher and this is expected
to carry forward for next few quarters.

Brazil: There has been price increase has been 4-5% in the company’s products.

Debt repayment: The company repaid debt of around Rs%bn in FY21 and expects to repay
around same amount in FY22E.

Gross Margin: Share of branded business has gone up QoQ by 5% due to which there is gross
margin expansion (200 bps). The company has guided for the gross margin to be around 73%
going forward.

There is one time tax benefit of Rs530mn in Q4 FY20 which was given by the US government
in response to COVID. If we adjust for the tax, then the PAT grew by 24%.

The company will be discontinuing the tender business by October 2021. So, after this 90%
will be branded generic business and balance will be trade generic.

COVID Portfolio: The company has been in talks with companies for partnership in COVID
products and recently the company signed an agreement with Lilly for baricitinib.

The company expect 3-4 launches in the branded generics business every year which will
drive the growth for the branded business.

R&D guidance for FY22E is around 6-6.5%. Tax Rate should be around 22-25% for FY22E.
Capex guidance: FY22E- Rs 2-2.5 bn (maintenance capex), FY23E- Rs 3 bn.

Expect Working capital cycle to normalize by Dec 2021 and expect inventory days to be
around 90-100 days.
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Exhibit 2: Financial summary

Y/e 31 Mar (Rs mn) FY19 FY20 FY21 FY22E FY23E
Revenues 76,730 79,390 80,050 87,842 96,696
yoy growth (%) 27.8 3.5 0.8 9.7 10.1
Operating profit 19,840 21,700 24,850 25,142 28,942
OPM (%) 259 27.3 31.0 28.6 29.9
PAT 8,589 10,250 12,520 11,987 15,095
yoy growth (%) 17.6 19.3 22.1 (4.3) 25.9
EPS (Rs) 50.7 60.6 74.0 70.8 89.2
P/E (x) 53.7 45.0 36.8 384 30.5
P/BV (x) 9.8 9.6 7.9 7.3 6.5
EV/EBITDA (x) 24.8 22.6 19.7 18.9 16.0
Debt/Equity (x) 0.9 0.8 0.6 0.4 0.4
ROE (%) 26.0 21.5 23.5 19.7 22.4
ROCE (%) 20.6 24.1 25.1 25.7 27.3
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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.

Particulars Yes/No

Sr.
No.
Research Analyst or his/her relative’s or YSL’s financial

interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more securities of
2 the subject company(ies) at the end of the month No
immediately preceding the date of publication of the
Research Report

Research Analyst or his/her relative or YSL has any other
3 material conflict of interest at the time of publication of No
the Research Report

Research Analyst has served as an officer, director or
employee of the subject company(ies)

YSL has received any compensation from the subject

company in the past twelve months No

YSL has received any compensation for investment
6 banking or merchant banking or brokerage services from No
the subject company in the past twelve months

YSL has received any compensation for products or
services other than investment banking or merchant
banking or brokerage services from the subject company
in the past twelve months

No

YSL has received any compensation or other benefits from
8 the subject company or third party in connection with the No
research report

YSL has managed or co-managed public offering of
9 securities for the subject company in the past twelve No
months

Research Analyst or YSL has been engaged in market

iy making activity for the subject company(ies)

No

Since YSL and its associates are engaged in various businesses in the financial
services industry, they may have financial interest or may have received
compensation for investment banking or merchant banking or brokerage
services or for any other product or services of whatsoever nature from the
subject company(ies) in the past twelve months or associates of YSL may have
managed or co-managed public offering of securities in the past twelve
months of the subject company(ies) whose securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.

YES Securities (India) Limited

Registered Office: Unit No. 602 A, 6th Floor, Tower 1 & 2, One
International Center, Senapati Bapat Marg, Elphinstone Road,
Mumbai - 400013, Maharashtra, India.

Email: research@ysil.in | Website: www.yesinvest.in

Registration Nos.: CIN: U74992MH2013PLC240971 | SEBI Single
Registration No.: NSE, BSE, MCX & NCDEX : INZ000185632 | Member
Code: BSE - 6538, NSE - 14914, MCX - 56355 & NCDEX - 1289 |
MERCHANT BANKER: INM000012227 | RESEARCH ANALYST:
INHO00002376 |INVESTMENT ADVISER: INAOO0007331| Sponsor and
Investment Manager to YSL Alternates Alpha Plus Fund (Cat Il AIF) SEBI
Registration No.: IN/AIF3/20-21/0818 | AMFI ARN Code - 94338.

Details of Compliance Officer: Name: Vaibhav Purohit,
Email id: compliance@ysil.in, Contact No-+91-22-33479208
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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.
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