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BUY

Cipla Ltd.

Cipla Q2FY25 earnings were in line with our expectations on all fronts, with the reported
revenue of INR 70,510mn (+5.6% YoY/+5.3% QoQ) driven by growth across all the focused
geographies. EBITDA reported at INR 18,856mn (+8.8% YoY/+9.9% QoQ) with the highest
ever quarterly margin of 26.7% (+78bps YoY and +111bps QoQ). Adj. PAT was reported at
INR 13,025mn with a growth of 15.2% YoY and 10.6% QoQ. The management expects the
launch of Advair by mid-FY26, while Abraxane’s release depends on regulatory approval
for the manufacturing site at Goa.

= India Business: The India business reported revenues of INR 29,480mn (+4.7% YoY /1.7%
QoQ). With respiratory expanding by 8.5%, cardiac by 11.5%, and urology growing by
15.5%, chronic therapies outperformed the market. Anti-infectives, which is one of the
largest acute therapy of the company has shown a slow growth during the quarter at
4.9% compared to 12% last year. The portfolio's overall chronic mix increased to 61.5%,
as per IQVAI MAT Sep 24. The management continues with the earlier guidance of
outpacing the market growth in the coming years. The majority of the capital allocation
will be in India with a focus on respiratory therapy.

= North America Business: In Q2FY25, North America recorded revenue of INR 19,860mn
(USS 237mn, +5.2% YoY & -4.9% QoQ), due to Lanreotide franchise impacted due to
supply challenges. The company is facing temporary supply issues in Lanreotide, which is
expected to impact Q3FY25 revenue, but these issues are anticipated to be resolved by
the end of Q3. Albuterol’s market share has been continuing to increase to 19% during
the quarter. The company's primary objectives are expanding the launches from the US
facilities, focusing on resolving commercial execution and resolving supply-chain issues.
Moving ahead, a quarterly run rate has been downgraded from $250mn to $230-
240mn in the coming quarters.

= Margin Performance: During the quarter, Gross margin came at 67.6% (+226bps
YoY/+38bps QoQ) driven by a better product mix. Highest ever quarterly EBITDA margin
at 26.7% (+78bps YoY/+111bps QoQ). In South Africa, the company continues to remain
focused on margin expansion. Going forward, R&D expenditure is estimated to be around
5-6% of the total revenue, other operating expenses will grow in line with the top-line
growth, and the EBITDA margin to be in the range of 24.5%-25.5% in FY25, implying the
low impact from Q4FY25.

= Qutlook & Valuation: Cipla’s growth will be muted due to delays in the timeline of drug
launches, supply-chain issues in the North American market, and slow growth in the anti-
infective therapy which is a major contributor. We expect Revenue/EBITDA/PAT CAGR of
9.3%/11.7%/11.9% during FY24-FY27E. We have introduced FY27E and valued the stock
at 22x Sep-FY27E EPS to arrive at a target price of INR 1,543 with a HEDUCE rating on the
stock.

Financial Snapshot

Year end: March FY22 FY23 FY24 FY25E FY26E FY27E
Revenue (INR Mn.) 2,17,633 2,27,531 2,57,741  2,79,210 3,08,244  3,36,541
Gross Profit (INR Mn.) 1,32,678 1,45,008 1,69,545  1,85,045 2,04,616 2,24,890
EBITDA (INR Mn.) 45,528 50,270 62,911 70,290 78,544 87,581
EBITDA Margin (%) 20.9 221 24.4 25.2 25.5 26.0
Adj. EPS (INR) 31.2 34.7 51.1 59.2 66.2 74.0

Source: Company, CEBPL
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Quarterly performance

Particulars (Rs. In Mn.)
Revenue

Cost of Goods Sold
Contribution Margin (%)
Employee Expenses
EBITDA

EBITDA Margin (%)
Depreciation

EBIT

Interest

PBT

Tax

Adj. PAT

Adj. PAT Margin (%)
Adj. EPS

Q2FY25
70,510
22,830

67.6
12,079
18,856

26.7

2,717
16,139
154
17,891
4,830
13,025
18.5
16.1

Q2FY24

66,782
23,131
65.4
10,911
17,338
26.0
2,900
14,437
258
15,942
4,384
11,309
16.9
14.0

YoY (%)
5.6
(1.3)
226 bps
10.7
8.8

78 bps
(6.3)
11.8
(40.3)
12.2
10.2
15.2
154 bps
15.2

Q1FY24  QoQ (%)

66,939 5.3
21,929 4.1
67.2 38 bps
11,942 1.1
17,158 9.9
25.6 111 bps
2,467 10.2
14,691 9.9
180 (14.2)
16,114 11.0
4,351 11.0
11,776 10.6
17.6 88 bps
14.6 10.6

Source: Company, CEBPL

Geographical Performance

Particulars (Rs. In Mn.) Q2FY2 Q2FY24 YoY (% Q1FY24 QoQ (%

India 29,480 28,170 4.7 28,984

% of sales 41.8 42.2 433

North America 19,860 18,870 5.2 20,874 (4.9)
% of sales 28.2 28.3 31.2

SAGA 10,681 9,930 7.6 6,953 53.6
% of sales 15.1 14.9 10.4
International Markets 8,063 7,340 9.9 8,493 (5.1)
% of sales 11.4 11.0 12.7

API 1,603 1,470 9.0 983 63.1
% of sales 2.3 2.2 1.5

Others 823 1,002 (17.9) 652 26.2
% of sales 1.2 1.5 1.0

Total Revenue 70,510 66,782 5.6 66,939 5.3
Source: Company, CEBPL

CEBPL Estimates vs Actual

Rs. In Mn. Actual Estimates Deviation
Sales 70,510 71,390 (1.2)
EBITDA 18,856 18,471 2.1
EBITDA Margin (%) 26.7 25.9 86.9 bps
Adj. PAT 13,025 13,017 0.1
EPS 16.1 16.1 0.1
Source: Company, CEBPL

Change in estimates for FY25E & FY26E

FY25E FY26E FY27E

(NRMn) | Newl Previous _Dev. (6] Newl _Previoud _Dev. (6] __New

Net sales 2,79,210
EBITDA 70,290
EBITDA

margin(%) 25:2
PAT 47,735
EPS 59.2

2,82,190 (1.1)
71,008 (1.0)
25.2 1 bps
49,171 (2.9)
60.9 (2.9)

3,08,244
78,544

25.5

53,420
66.2

3,15,190
81,213

25.8

57,200
70.9

(2.2)  3,36,541
(3.3) 87,581

(28) bps 26.0
(6.6) 59,726
(6.6) 74.0

Source: Company, CEBPL
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Management Call Highlights
India

= Growth in both branded prescription and trade generics was impacted by seasonality,
but an expected respiratory uptick in Q3 should support recovery.

= Branded prescription business outpaced market growth in chronic therapies, with
respiratory growing 9%, cardiac 11%, and urology 15%. Chronic share improved to 61.5%
as per IQVIA MAT September 2024.

= Added three new brands surpassing INR 100 crore in revenue, totaling 25 brands in this
category and 21 brands in the top 300 as per IQVIA MAT.

= Trade generics saw seasonal impact, with an anticipated return to normal growth in
upcoming quarters.

India Consumer Health

= Experienced over 20% growth, driven by strong brand performances, including Nicotex
and Omnigel.

= Focused on healthy secondary growth by strengthening distribution networks through
product and channel investments.

North America

= Albuterol’s market share increased to 19%, and the Lanreotide franchise reached 35%
market share as per IQVIA March 2024.

= Lanreotide issues are expected to be resolved by Q3, with a recovery anticipated in Q4
FY25.

= Received four new generic drug approvals, including a peptide product for the US
market.

EMEU & SAGA
= Strong Africa growth at 22%, with South Africa showing similar local currency growth.

= A deep market strategy contributed to 18% growth in US dollar terms, with gains across
DTM and B2B categories.

Other Highlights
= Progress on a major inhalation asset targeting H1 FY26 launch for generic Abraxane.
= EBITDA growth surpassed top-line growth despite seasonal impacts.

= China plant operations are expected to begin supplies this fiscal year; investment
continues in the MDI facility at Fall River for pipeline expansion and risk mitigation.

= Lanreotide supply challenges are due to capacity and demand issues, expected to be
resolved by Q4 FY25 through capacity expansion by partners.

= Four new generic drug approvals, including calcitonin (a peptide product), with
manufacturing through a partner due to API sourcing limits.

Outlook

= One-India: Aims to exceed market growth in branded prescriptions, accelerate trade
generics, and bolster wellness portfolio with new launches.

= North America: Focus on commercial execution, expediting launches, and resolving
supply issues.

= South Africa & EMEU: Emphasis on margin expansion in South Africa and maximizing top-
line growth in EMEU with deepened market penetration.

= EBITDA margin guidance remains between 24.5% and 25.5%.
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India revenue (Rs. mn) and QoQ Growth (%)

Choice

North America Revenue (Rs. mn) and QoQ Growth (%)
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Revenue (Rs. mn) and YoY Growth (%)

EBITDA (Rs. mn) and Margin (%)
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Income statement (Consolidated in INR Mn.)

Particular FY22 FY23 FY24 FY25E FY26E FY27E
Revenue 2,17,633 2,27,531 2,57,741 2,79,210 3,08,244 3,36,541
Gross profit 1,32,678 1,45,008 1,69,545 1,85,045 2,04,616 2,24,890
EBITDA 45,528 50,270 62,911 70,290 78,544 87,581
Depreciation 10,520 11,721 10,510 10,719 11,070 12,039
EBIT 35,008 38,549 52,400 59,571 67,474 75,542
Other income 2,809 4,755 7,466 6,980 6,781 7,404
Interest expense 1,064 1,095 899 671 564 592
PBT 34,932 40,384 57,019 65,880 73,692 82,354
Adj. PAT 26,502 29,300 42,635 47,735 53,420 59,726
Adj. EPS (INR) 32.8 36.3 52.8 59.2 66.2 74.0

Balance sheet (Consolidated in INR Mn.)

Particular FY22 FY23 FY24 FY25E FY26E FY27E
Net worth 2,11,174 2,37,135 2,68,023 3,16,096 3,69,871 4,29,969
Borrowings 8,975 8,031 5,594 4,475 4,028 4,229
Trade Payables 25,081 24,571 24,740 26,774 29,558 32,271
Other non-current liabilities 6,543 4,313 4,443 4,454 4,658 4,856
Other current liabilities 19,235 20,583 24,378 23,923 24,521 26,084
Total Net Worth & liabilities 2,71,008 2,94,633 3,27,178 3,75,722 4,32,635 4,97,409
Net Block 48388 45836 46419 45752 44855 43584
Capital WIP 3,829 6,892 8,643 4,000 3,700 3,700
Goodwill & intangible assets 48,408 45,140 47,130 47,231 47,334 47,589
Investments 26,120 37,222 55,628 72,595 90,007 1,08,366
Trade Receivables 34,244 40,570 47,707 53,547 59,115 64,542
Cash & Cash equivalents 19,285 15,646 8,750 9,887 11,724 12,134
Other non-current assets 18,941 17,693 23,013 26,613 32,343 47,303
Other current assets 71,793 85,634 89,888 1,16,096 1,43,556 1,70,189
Total Assets 2,71,008 2,94,633 3,27,178 3,75,721 4,32,635 4,97,408

Cash Flows (INR Mn.) FY22 FY23 FY24 FY25E FY26E FY27E
CFO 33,256 32,377 41,339 39,572 46,725 41,939
CFI (18,717) (25,465) (32,357) (21,886) (27,187) (29,183)
CFF (16,009) (9,583) (12,004) (10,446) (17,700) (12,346)

Source: Company, CEBPL
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Growth Ratios (%)
Revenues

Gross Profit

EBITDA

EBIT

PBT

Adj. PAT

Margins (%)

Gross Profit

EBITDA

EBIT

PBT

Tax rate

Adj. PAT
Profitability (%)
ROE

ROIC

ROCE

Financial leverage (x)
Pre-tax OCF/EBITDA
OCF / Net profit
EV/EBITDA
Earnings

EPS (Rs.)

Shares outstanding
Working Capital (days)
Inventory days
Receivable days
Creditor days

Working Capital days

Choice

FY23 FY24 FY25E FY26E FY27E
4.5 133 8.3 10.4 9.2
9.3 16.9 9.1 10.6 98
10.4 25.1 11.7 11.7 11.5
10.1 35.9 13.7 133 12.0
15.6 41.2 15.5 11.9 11.8
10.6 45.5 12.0 11.9 11.8
63.7 65.8 66.3 66.4 66.8
22.1 24.4 25.2 25.5 26.0
16.9 20.3 213 21.9 22.4
17.7 22.1 23.6 23.9 24.5
29.8 27.1 27.0 27.0 27.0
12.9 16.5 17.1 17.3 17.7
12.4 15.9 15.1 14.4 13.9
16.4 19.6 18.9 17.7 16.6
15.7 19.2 18.6 18.0 17.4

0.6 0.7 0.6 0.6 0.5

11 1.0 0.8 0.9 0.7
18.7 17.1 16.9 15.1 13.5
36.3 52.8 59.2 66.2 74.0

806.8 806.8 806.8 806.8 806.8
83 74 75 75 75
65 68 70 70 70
39 35 35 35 35
108 107 110 110 110

Source: Company, CEBPL
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Historical recommendations and target price: Cipla Ltd.
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1,800 - Cipla Ltd.
1. 30-07-2021  ADD Target Price Rs.986
1,600 1 2.29-10-2021  ADD, Target Price Rs.1050
1,400 A 3. 29-01-2022  OUTPERFORM/BUY, Target Price Rs.1066
1,200 - 4. 12-05-2022  OUTPERFORM, Target Price Rs.1,094
5. 01-08-2022  OUTPERFORM, Target Price Rs 1,136
1,000 1 6. 07-11-2022  ADD, Target Price Rs 1,227
800 A 7. 25-01-2023  ADD, Target Price Rs 1,162
600 - 8. 13-05-2023  ADD, Target Price Rs 1,025
9. 27-07-2023  ADD, Target Price Rs 1,211
400 1 10.29-10-2023  ADD, Target Price Rs 1,335
200 -~ 11.25-01-2024  ADD, Target Price Rs 1,541
B 12.12-05-2024 BUY, Target Price Rs 1,552
&' Igl (_INT‘ Iml Iml fl\l‘r # 13.28-07-2024 BUY, Target Price Rs. 1,702
g E_ g g_ g 5‘ ‘OC:' 14. 30-10-2024 BUY, Target Price Rs. 1,543
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affiliates or representatives shall not be responsible for, or warrant for the accuracy, completeness, adequacy and reliability of such information / opinions / views. Though due care has been
taken to ensure that the disclosures and opinions given are fair and reasonable, none of the directors, employees, affiliates or representatives of CEBPL shall be liable for any direct, indirect,
special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any way whatsoever from the information / opinions / views contained in this Report.

The price and value of the investments referred to in this Report and the income from them may tend to go down as well as up, and investors may incur losses on any investments. Yester
performance shall not be a guide for future performance. CEBPL does not provide tax advice to its clients, and all investors are strongly advised to take advice of their tax advisers
regarding

taxation aspects of any potential investment. Opinions are based on the current scenario as of the date appearing on this ‘Report’ only. CEBPL does not undertake to advise you as
to any change of our views expressed in this “Report’ may differ on account of differences in research methodology, personal judgment and difference in time horizons for which
recommendations are made. User should keep this risk in mind and not hold CEBPL, its employees and associates responsible for any losses, damages of any type whatsoever.
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Disclaimers in respect of jurisdiction: This report is not directed to, 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 or regulation or which would subject “CEBPL RE” to any registration or licensing
requirement within such jurisdiction(s). No action has been or will be taken by “CEBPL RE” in any jurisdiction (other than India), where any action for such purpose(s) is required.
Accordingly, this ‘Report’ shall not be possessed, circulated and/or distributed in any such country or jurisdiction unless such action is in compliance with all applicable laws and regulations
of such country or jurisdiction. “CEBPL” requires such recipient to inform himself about and to observe any restrictions at his own expense, without any liability to “CEBPL”. Any dispute
arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in Mumbai (India).

Statements on ownership and material conflicts of interest, compensation CEBPL and Associates reciprocates to the best of the knowledge and belief of CEBPL/ its Associates/ research Analyst
who is preparing this report.

Disclosures of Interest (Additional):

1. “CEBPL”, its research Analyst(s), or its associates or relatives of the Research Analyst does not have any financial interest in the company(ies) covered in this report.

2. “CEBPL” its research Analyst, or its associates or relatives of the research analyst

3. affiliates collectively do not hold more than 1 of the securities of the company(ies) covered in this report as of the end of the month immediately preceding the distribution of the
research report.

4, “CEBPL”, its research analyst, his/her associate, his/her relative, do not have any other material conflict of interest at the time of publication of this research report.

5. “CEBPL”, its research analyst, and its associates have not received compensation for investment banking or merchant banking or brokerage services or for any other products or
services from the company(ies) covered in this report, in the past twelve months.

6. “CEBPL”, its research analyst, or its associates have not managed or co-managed in the previous twelve months, a private or public offering of securities for the company (ies)
covered in
this report.

7. “CEBPL, or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party, in connection with the research report.

CEBPL research analyst has not served as an Officer, Director, or employee of the company (ies) covered in the Research report.

9. “CEBPL”, its research analyst has not been engaged in market making activity for the company(ies) covered in the Research report.
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products or services from the company(ies) covered in the Research report, in the last twelve months

Copyright: The copyright in this research report belongs exclusively to CEBPL. All rights are reserved. Any unauthorized use or disclosure is prohibited. No reprinting or reproduction, in whole or in
part, is permitted without the CEBPL’s prior consent, except that a recipient may reprint it for internal circulation only and only if it is reprinted in its entirety.

This “Report” is for distribution only under such circumstances as may be permitted by applicable law. This “Report” has no regard to the specific investment objectives, financial situation or particular
needs of any specific recipient, even if sent only to a single recipient. This “Report” is not guaranteed to be a complete statement or summary of any securities, markets, reports or developments
referred to in this research report. Neither CEBPL nor any of its directors, officers, employees or agents shall have any liability, however arising, for any error, inaccuracy or incompleteness of fact or
opinion in this “report” or lack of care in this report’s preparation or publication, or any losses or damages which may arise from the use of this research report.

Information barriers may be relied upon by CEBPL, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates of CEBPL.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks. The securities of non-U.S. issuers may not be registered
with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S. securities or related financial instruments may be limited. Foreign companies may
not be subject to audit and reporting standards and regulatory requirements comparable to those in effect within the United States. The value of any investment or income from any securities or
related financial instruments discussed in this research report denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on
the value of or income from such securities or related financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by CEBPL with respect to future performance. Income from
investments may fluctuate. The price or value of the investments to which this research report relates, either directly or indirectly, may fall or rise against the interest of investors. Any
recommendation or opinion contained in this research report may become outdated as a consequence of changes in the environment in which the issuer of the securities under analysis operates, in
addition to changes in the estimates and forecasts, assumptions and valuation methodology used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior written consent of CEBPL and CEBPL accepts no liability
whatsoever for the actions of third parties in this respect.
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