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Change in Estimates

Current Previous
FY26E FY27E FY26E FY27E
Rating ACCUMULATE ACCUMULATE
Target Price 1,615 1,680
Sales (Rs.m) 2,97,488  3,14,101 3,01,336 3,20,228
% Chng. (1.3) (1.9)
EBITDA (Rs.m) 73,014 71154 74,732 74,156
% Chng. (2.3) (4.0)
EPS (Rs.) 62.8 619 64.4 64.8
% Chng. (2.4) (4.6)
Key Financials - Consolidated
Y/e Mar FY24 FY25E FY26E FY27E
Sales (Rs. m) 2,57,749 2,70,099 2,97,488 3,14,101
EBITDA (Rs. m) 62919 66,614 73,014 71,154
Margin (%) 24.4 247 245 227
PAT (Rs. m) 41,224 45943 50,717 49,938
EPS (Rs.) 51.1 56.9 62.8 619
Gr. (%) 47.1 114 10.4 (1.5)
DPS (Rs.) 9.3 10.2 1.3 12.4
Yield (%) 0.6 0.7 0.8 0.8
RoE (%) 16.5 16.1 15.7 13.8
RoCE (%) 20.4 19.3 18.8 16.1
EV/Sales (x) 4.6 4.3 3.8 315
EV/EBITDA (x) 189 17.5 15.6 15.6
PE (x) 289 26.0 235 239
P/BV (x) 4.5 3.9 315 3.1
Key Data CIPL.BO | CIPLA IN
52-W High / Low Rs.1,702 / Rs.1,165
Sensex / Nifty 80,369 / 24,467

Market Cap

Rs.1,193bn/ $ 14,192m

Shares Outstanding 808m
3M Avg. Daily Value Rs.2635.16m
Shareholding Pattern (%)
Promoter's 3091
Foreign 28.80
Domestic Institution 23.95
Public & Others 16.34
Promoter Pledge (Rs bn) -
Stock Performance (%)

™ 6M 12M
Absolute (11.7) 49 25.8
Relative (5.9) (2.5) (0.1)
Param Desai

paramdesai@plindia.com | 91-22-66322259

Kushal Shah
kushalshah@plinida.com | 91-22-66322490

Cipla (CIPLA IN)

Rating: ACCUMULATE | CMP: Rs1,478 | TP: Rs1,615

In line quarter; timely launches in US will be key

Quick Pointers:

Reiterate 24.5-25.5% EBITDA margins for FY25

US sales to see dip in Q3 to below $220mn

CIPLA’s Q2FY25 EBITDA (Rs19bn; 26.7% OPM) was broadly in line with our
estimates. Overall India and US sales growth were muted in Q2 due to

seasonality and supply issues in Lanreotide respectively. While India should

recover from Q3, US sales will see dip in Q3 with likely recovery from Q4.

Despite delay in some key launches like gAdvair and gAbraxane, ramp-up in

gRevlimid, market share increase in gAlbuterol and new Ilaunches like

Lanreotide supported US sales. We continue to remain positive on key

segments growth including India & US given 1) strong traction in respiratory &

other portfolios, 2) potential 9-10% growth in domestic formulations and 3)
sustainability of current US revs. Our FY26E/27E EPS stands reduced by 3-4%.
At CMP, stock is trading 23x FY26E EPS. We maintain our ‘Accumulate’ with
revised TP of Rs1,615/share. Timely critical launches of 3-4 products in US in

FY26/27 will be key, as it will help to compensate decline in key products like

gRevlimid and Lanreotide.

Miss in US & India sales: CIPLA's Q2FY25 sales increased 6% YoY to Rs70.5bn.
Domestic formulation sales reported moderate growth of 5% YoY vs our est
of 9% impacted across Rx and Gx due to change in seasonal pattern. US sales
came in at $237mn, down QoQ ($250mn in Q1). One Africa reported strong
growth of 22% YoY. API revenues came in higher with 9% YoY growth.

In-line EBITDA aided by higher GMs: GMs came in higher at 67.1% expanded
by 220bps YoY and 20bps QoQ. EBITDA came in at Rs19bn, broadly in line
with our estimate (Rs19.2bn). OPM stood at 26.7%, up 100bps QoQ. R&D
expenses came in at Rs3.85bn, 5.5% of revenue, up by mere 1.6% YoY. Ex of
R&D cost other expenses were up 11% YoY and 4% QoQ. Other income came
in higher at Rs1.9bn. PAT came in at Rs13bn; up 15% YoY.

Key concall takeaways: Domestic formulation: Revenue growth was
moderate, affected by changes in seasonal pattein rn. Key chronic therapies
continue to outperform in the prescription (Rx) market. Cardiac (+11.5%),
Respiratory (+8.5%) and Urology (+15.5), delivered healthy YoY growth. Anti
infectives reported subdued growth impacted Rx and trade generics. Chronic
mix remained steady at 61.5% in Q2FY25. MR strength stood at 7800.
Consumer health: Nicotex, Omnigel, and Cipladine continued to hold leading
positions in their respective segments. Grew by 21% YoY. US business: On
Lanreotide facing supply issues at partner end. Expect sales to further decline
in Q3 and likely to resolve from Q4FY25. Enjoyed 35% market share with
combined 505 b(2)+generic. The QoQ decline in US sales was on account of
lower Lanreotide sales and price erosion in base business. Received four drug
approvals including one peptide in Q2FY25. Market share in gAlbuterol further
increased to 19% in Q2FY25 vs 17% in Q1FY25 and have witnessed not much
impact from new generic competition. On gAdvair reiterate its guidance of
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H1FY26 launch. Goa facility is currently awaiting classification following
inspection in June 2024. Launch of gAbraxane is dependent upon of clearance
of Goa facility. Reiterated its margin guidance of 24.5-25.5% in FY25. R&D
spend at 5.5% of sales driven by product filings. Guided for three niche
respiratory launches- gSymbicort, gQvar and gDulera in FY27. SouthAfrica
business growth was aided by uptick in key therapies, new launches and
tender business. Net cash position stands at Rs 80bn.

Exhibit 1: 2QFY25 Result Overview (Rs mn) — In-line EBITDA, GMs improved

Y/e March 2QFY25 2QFY24 YoYgr. (%) 1QFY25 QoQgr. (%) 1HY25 1HY24 YoYgr. (%)

Net Sales 70,510 66,781 5.6 66,939 5.3 137,450 130,070 5.7

Raw Material 22,886 23,131 (1.1) 21,929 4.4 44,815 45,499 (1.5)
% of Net Sales 325 346 328 326 35.0

Personnel Cost 12,079 10,911 10.7 11,942 1.1 24,021 21,577 11.3
% of Net Sales 17.1 16.3 17.8 17.5 16.6

Others 16,745 15,402 87 15,910 52 32,656 30,718 6.3
% of Net Sales 237 231 238 238 236

Total Expenditure 51,710 49,444 4.6 49,781 3.9 101,492 97,794 3.8

EBITDA 18,800 17,337 8.4 17,158 9.6 35,958 32,276 11.4
Margin (%) 26.7 26.0 256 26.2 24.8

Depreciation 2,717 2,900 (6.3) 2,467 10.2 5,184 5,293 (2.0)

EBIT 16,082 14,437 114 14,691 9.5 30,774 26,984 14.0

Other Income 1,906 1,763 8.1 1,602 19.0 3,508 3,126 12.2

Interest 154 258 (40.3) 180 (14.2) 334 422 (21.0)

PBT 17,835 15,942 11.9 16,114 10.7 33,948 29,688 14.3

Extra-Ord. Inc./Exps. - - -

Total Taxes 4,830 4,384 10.2 4,351 11.0 9,181 8,164 125
ETR (%) 271 275 27.0 27.0 275

Minority interest 25 (249) 14 38 (258)

Reported PAT 13,029 11,309 15.2 11,776 10.6 24,805 21,266 16.6

Source: Company, PL

Exhibit 2: Sources of Revenue — US revenues dip QoQ, Moderate growth from domestic business

Revenue break up (Rs mn) 2QFY25 2QFY24 YoYgr. (%) 1QFY25 QoQ gr. (%) 1HY25 1HY24 YoYgr. (%)

Domestic market 29,480 28,170 4.7 28,980 17 58,460 55,890 4.6
% of Sales 41.8 434 43.3 42.5 43.6

International market (Exports) 41,020 36,730 1.7 37,940 8.1 78,960 72,290 92
% of Sales 582 56.6 56.7 575 56.4

North America 19,860 18,870 52 20,870 (4.8) 40,730 37,090 9.8
% of Sales 28.2 29.1 312 29.6 28.9

SAGA 10,680 8,620 239 6,950 537 17,630 16,100 a5
% of Sales 15.1 13.3 10.4 12.8 12.6

International markets 8,060 6,770 19.1 8,490 (5.1) 16,550 14,560 13.7
% of Sales 11.4 10.4 127 12.0 11.4

APIs 1,600 1,470 8.8 980 63.3 2,580 2,830 (8.8)
% of Sales 2.3 2.3 15 19 2.2

Others 820 1,000 (18.0) 650 26.2 1,470 1,710 (14.0)
% of Sales 12 1.5 10 11 13

Total 70,500 64,900 8.6 66,920 5.3 137,420 128,180 7.2

Source: Company, PL
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Exhibit 3: Seasonality impacted Rx & trade generics performance
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Exhibit 4: Market share increased for key products
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Exhibit 5: *One Africa: SA private market outpaced growth
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Exhibit 6: Growth backed by overall export formulation biz YoY
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Exhibit 7: Higher GMs aided margins YoY
s EBITDA (Rs m)  —#-— Margin (%) (RHS)
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Financials
Income Statement (Rs m)
/e Mar FY24 FY25E FY26E FY27E
Net Revenues 2,57,749 2,770,099 2,97,488 3,14,101
YoY gr. (%) 13.3 4.8 10.1 56
Cost of Goods Sold 98,533 1,02159 1,14,823 125,062
Gross Profit 159,216 167940 182664 189,038
Margin (%) 61.8 62.2 614 60.2
Employee Cost 38,752 43,190 48,124 52,527
Other Expenses 57,545 58,136 61,527 65,358
EBITDA 62,919 66,614 73,014 71,154
YoY gr. (%) 252 59 9.6 (2.5)
Margin (%) 24.4 24.7 24.5 227
Depreciation and Amortization 10,510 10,773 11,527 12,334
EBIT 52,409 55,841 61,487 58,820
Margin (%) 20.3 20.7 207 18.7
Net Interest 899 700 600 500
Other Income 7,466 8,000 9,000 10,500
Profit Before Tax 58,975 63,141 69,887 68,820
Margin (%) 229 234 235 219
Total Tax 15,466 17,048 18,869 18,581
Effective tax rate (%) 26.2 27.0 27.0 27.0
Profit after tax 43,510 46,093 51,017 50,238
Minority interest - - - -
Share Profit from Associate (338) (150) (300) (300)
Adjusted PAT 41,224 45,943 50,717 49,938
YoY gr. (%) 47.1 114 10.4 (1.5)
Margin (%) 16.0 17.0 17.0 15.9
Extra Ord. Income / (Exp) 1,948 - - -
Reported PAT 43172 45,943 50,717 49,938
YoY gr. (%) 44.7 6.4 10.4 (1.5)
Margin (%) 16.7 17.0 17.0 15.9
Other Comprehensive Income - - - -
Total Comprehensive Income 43,172 45943 50,717 49,938
Equity Shares O/s (m) 807 807 807 807
EPS (Rs) 51.1 56.9 62.8 61.9

Cipla

Balance Sheet Abstract (Rs m)
Y/e Mar FY24 FY25E FY26E FY27E

Non-Current Assets

Gross Block 1,59,099 174,099 1,89,099 2,04,099
Tangibles 108,114 118,307 128,501 1,38,694
Intangibles 50,985 55,792 60,599 65,406

Acc: Dep / Amortization 95,284 1,06,057 117,584 1,29,918
Tangibles 54,762 60,954 67,579 74,667
Intangibles 40,521 45,103 50,005 55,250

Net fixed assets 63,816 68,043 71,516 74,182
Tangibles 53,352 57,354 60,922 64,026
Intangibles 10,464 10,689 10,594 10,155

Capital Work In Progress 11,527 11,527 11,527 11,527

Goodwill 31,120 31,120 31,120 31,120

Non-Current Investments 55,628 55,628 55,628 55,628

Net Deferred tax assets 4,025 4,005 3,985 3,965

Other Non-Current Assets - - - -

Current Assets

Investments - - - -
Inventories 52,380 56,980 62,758 66,262
Trade receivables 47,707 50,320 55,422 58,517
Cash & Bank Balance 8,750 32,325 56,806 84,468
Other Current Assets 50,201 52,711 55,346 58,113

Total Assets 3,21,300 3,58,826 4,00,296 4,39,991

Equity
Equity Share Capital 1,615 1,615 1,615 1,615
Other Equity 265450 301720 3,41796 3,80,030

Total Networth 2,67,064 3,03334 343411 3,81645
Non-Current Liabilities
Long Term borrowings 2,254 2,254 2,254 2,254
Provisions - - - -

Other non current liabilities - - - -

Current Liabilities

ST Debt / Current of LT Debt 3,340 1,840 340 0
Trade payables 24,740 27,380 30,156 31,840
Other current liabilities 26,968 27,064 27,160 27,258

Total Equity & Liabilities 3,21,300 3,58,826 4,00,296 4,39,991

Source: Company Data, PL Research

Source: Company Data, PL Research
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Cash Flow (Rs m)

/e Mar FY24 FY25E FY26E FY27E
PBT 58,975 63,141 69,887 68,820
Add. Depreciation 10,510 10,773 11,527 12,334
Add. Interest 899 700 600 500
Less Financial Other Income 7,466 8,000 9,000 10,500
Add. Other (5,001) (150) (300) (300)
Op. profit before WC changes 65,384 74,464 81,714 81,354
Net Changes-WC (8,061)  (6988) (10,643)  (7,585)
Direct tax (15975) (17,048) (18,869)  (18,581)
Net cash from Op. activities 41,348 50,428 52,201 55,187
Capital expenditures (16,160)  (15,000) (15,000) (15,000)

Interest / Dividend Income - - - -
Others - - - -
(16,160) (15,000) (15,000) (15,000)

Issue of share cap. / premium - - - -

Net Cash from Invt. activities

Debt changes (3,005)  (1,500)  (1,500) (340)
Dividend paid (6,862) (9,673) (10,641)  (11,705)
Interest paid (899) (700) (600) (500)
Others (21,319) 20 20 20
Net cash from Fin. activities (32,084) (11,853) (12,721) (12,525)
Net change in cash (6,897) 23,575 24,481 27,662
Free Cash Flow 28,196 35,428 37,201 40,187
Source: Company Data, PL Research
Quarterly Financials (Rs m)
/e Mar Q3FY24 Q4FY24 QIFY25 Q2FY25
Net Revenue 66,038 61,632 66,939 70,510
YoY gr. (%) 13.7 7.4 58 56
Raw Material Expenses 22,195 20,501 21,929 22,886
Gross Profit 43,843 41,131 45,01 47,624
Margin (%) 66.4 66.7 67.2 67.5
EBITDA 17,475 13,159 17,158 18,800
YoY gr. (%) 24.2 12.1 14.9 8.4
Margin (%) 26.5 214 256 26.7
Depreciation / Depletion 2,334 2,883 2,467 2,717
EBIT 15,141 10,275 14,691 16,082
Margin (%) 229 16.7 219 22.8
Net Interest 301 176 180 154
Other Income 1,846 2,493 1,602 1,906
Profit before Tax 16,686 12,592 16,114 17,835
Margin (%) 253 20.4 24.1 253
Total Tax 4,053 3,249 4,351 4,830
Effective tax rate (%) 24.3 258 27.0 27.1
Profit after Tax 12,633 9,344 11,763 13,004
Minority interest 126 (46) (14) (25)
Share Profit from Associates - - - -
Adjusted PAT 10,559 9,390 11,776 13,029
YoY gr. (%) 318 78.6 18.3 15.2
Margin (%) 16.0 15.2 17.6 185
Extra Ord. Income / (Exp) - - - -
Reported PAT 10,559 9,390 11,776 13,029
YoY gr. (%) 318 78.6 18.3 15.2
Margin (%) 16.0 15.2 17.6 185
Other Comprehensive Income - - - -
Total Comprehensive Income 10,559 9,390 11,776 13,029
Avg. Shares O/s (m) 804 804 804 804
EPS (Rs) 15.6 1n7 14.6 16.2

Cipla

Key Financial Metrics

/e Mar FY24 FY25E FY26E FY27E
Per Share(Rs)
EPS 511 56.9 62.8 619
CEPS 64.1 70.2 771 771
BVPS 330.8 3757 425.4 4727
FCF 349 439 46.1 49.8
DPS 9.3 10.2 1.3 124
Return Ratio(%)
RoCE 20.4 19.3 18.8 16.1
ROIC 16.8 171 17.9 16.5
RoE 16.5 16.1 15.7 13.8
Balance Sheet
Net Debt : Equity (x) 0.0 (0.1) (0.2) (0.2)
Net Working Capital (Days) 107 108 108 108
Valuation(x)
PER 289 26.0 235 239
P/B 4.5 39 35 31
P/CEPS 231 21.0 19.2 19.2
EV/EBITDA 18.9 17.5 15.6 15.6
EV/Sales 46 43 38 35
Dividend Yield (%) 0.6 0.7 0.8 0.8
Source: Company Data, PL Research
Key Operating Metrics

/e Mar FY24 FY25E FY26E FY27E
India Formulations 1,08,650 115305 1,29,279 143,381
Exports 140,104 145784 158,634 160,643
APIs 5,810 5,810 6,275 6,777

Source: Company Data, PL Research

Source: Company Data, PL Research
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Price Chart Recommendation History

1800 - . .
1600 - No. Date Rating TP (Rs.) Share Price (Rs.)
1400 4 1 07-Oct-24 Accumulate 1,680 1623
11(2)88 : 2 28-Jul-24  Accumulate 1,680 1,575
SL0 5 3 08-Jul-24 Accumulate 1,405 1,510
600 -
400 - 4 11-May-24  Accumulate 1,405 1,340
208 i . . . . . . . . . 5 08-Apr-24 Accumulate 1,400 1,449
& ﬁl ﬁl QI f}\| m. ml ﬂ‘\." RI ?\ﬁl gl §I Rﬁl 6 26-Jan-24 Accumulate 1,400 1,375
§ 883853358 %&§238 7 08-Jan-24 BUY 1350 1287
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 Apollo Hospitals Enterprise BUY 7.150 6,774
2 Aster DM Healthcare BUY 500 443
3 Aurobindo Pharma Accumulate 1,525 1,466
4 Cipla Accumulate 1,680 1,623
5 Divi's Laboratories Accumulate 5,000 5,426
6 Dr. Reddy's Laboratories Reduce 6,000 6,633
7 Eris Lifesciences BUY 1,420 1,292
8 Fortis Healthcare BUY 515 581
9 HealthCare Global Enterprises BUY 420 430
10 Indoco Remedies Accumulate 320 315
1 Ipca Laboratories Reduce 1,250 1,491
12 J.B. Chemicals & Pharmaceuticals BUY 2,100 1,715
13 Jupiter Life Line Hospitals BUY 1,475 1,432
14 Krishna Institute of Medical Sciences BUY 480 550
15 Lupin BUY 2,300 2,198
16 Max Healthcare Institute BUY 975 926
17 Narayana Hrudayalaya BUY 1,420 1,219
18 Sun Pharmaceutical Industries BUY 2,100 1903
19 Sunteck Realty BUY 700 588
20 Torrent Pharmaceuticals Accumulate 3,600 3,433

21 Zydus Lifesciences Accumulate 1,305 1,057

PL’s Recommendation Nomenclature (Absolute Performance)

Buy > 15%

Accumulate : 5% to15%

Hold : +5% to -5%

Reduce : -5%to-15%

Sell 1 <-15%

Not Rated (NR) : No specific call on the stock
Under Review (UR) . Rating likely to change shortly
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We/I, Mr. Param Desai- MBA Finance, Mr. Kushal Shah- CFP, Passed CFA Level | 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.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER

Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbeai, India (hereinafter referred to as “PL") is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be
reported or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given,
made available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in
transactions of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHOO0000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for
any other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might have 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

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of
interest at the time of publication of this report.

It is confirmed that Mr. Param Desai- MBA Finance, Mr. Kushal Shah- CFP, Passed CFA Level | Research Analysts of this report have not received any compensation from the
companies mentioned in the report in the preceding twelve months

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and
its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.
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