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February 14, 2025 | CMP: INR 1,492 | Target Price: INR 1,478 HOLD 8
Expected Share Price Return: (0.9)% | Dividend Yield: 0.7% | Expected Total Return: (0.2)% :?'E
Change in Estimates v Revenue in line while EBITDA and PAT beat the consensus 8
farget Price Change \‘; «  Revenue came at INR 22.5 Bn (vs. CEBPL est. of INR 21.0 Bn), up 9.4% YoY

and down 4.7% QoQ.
Company Info

BB Code IPCAIN EQUITY. = EBITDA came at INR 4.6 Bn ( vs. CEBPL est. of INR 3.9 Bn), up 39.8% YoY
Face Value (INR) 1.0 and up 4.9% QoQ. EBITDA margin came at 20.6% (vs. CEBPL est. of 18.5%),
52 W High/Low (INR) 1,757/1,060 improved by 448bps YoY and 188bps QoQ.
Mkt Cap (Bn) INR 373.3/$ 4.4
Shares ofs (Mn) 2537 * PAT came at INR 2.5 Bn (vs. CEBPL est. of INR 2.0 Bn), up 37.9% YoY and up
3M Avg. Daily Volume 4,76,756 8.1% QoQ, with a PAT margin of 11.1% (vs 8.8% in Q3FY24).
Change in Estimates Expansion in the US Market via Unichem to support the growth

FY26E FY27E
INR Bn New  Old Dev. (%) New  OldDev. (%) Unichem’s integration with IPCA strengthens US expansion, making it a key growth
Revenue 1014 99.1 23 1147 1137 0.8 npillar for international business with improving profitability. Unichem’s EBITDA
EBITDA 197 187 54 230 227 12 margin improved from 5%-12%, driven by operational efficiencies and cost

EBITDAM % 195  18.9 563 204 200 75 synergies with IPCA. Capacity utilization at 50-60% is expected to reach full

PAT 116 11.2 34 139 141 -1.3 S . . . . . .
EPS 457 440 34 547 554 .13 capacity in 4-5 years, improving fixed cost absorption. Unichem has shipped around
4 products and has 7-8 more in the pipeline. We expect that the backward
Actual vs Consensus . . . s . | L.
INR BN Q3FY25A  Consensus Est. Dev.o, Integration Wlth IPCA’s AP_I busmes_s WI|| enha_nce_ C_0§t Compet_ltlveness bgt
Revenue 225 226 0.6 Competition in the US generics space is high, making it difficult for Unichem to gain
EBITDA 4.6 4.1 12.9 meaningful market share.
9 20.6 18.1 248D . . . . .
gi:rDAM & 25 21 19p§ India Business will sustain 1.5x industry growth
Key Financials IPCA’s India business (~40% of the total revenue) grew 13% YoY, outperforming
INR Bn FY23 FY24 FY25E FY26E Fy27E the IPM growth. Growth in acute (8.7% vs 6% market growth) and chronic (17.1%
Revenue 62.4 77.1 89.0 101.4 1147 VS 9.7% market growth) segments drove strong performance, with six brands
YoY (%) 71 23.4 155  13.9 13.1 among the top 300. Pain management (contributes 52% of revenue), grew 14%
EBITDA 9.3 13.2 169 19.7 23.0 YoY. The company's strong presence in pain management, anti-infectives, and
EBITDAM % 14.8 17.1 19.0 195 201 respiratory segments contributes to this growth. We anticipate that the expansion
Adj PAT 4.7 6.6 91 116 13.9 Into new high margin divisions (cardiology, dermatology, and urology), operational
EPS 186 258 358 457 547 efficiencies, better product mix, will sustain 1.5x industry growth and maintain its
ROE % 8.0 8.5 11.5 13.0 13.6 Stl’Ohg market pOSItIOI’].
ROCE % 10.7 119 151 171 182 yiew and Valuation: We anticipate the company’s growth will be driven by strong
PE(x) 803 578 416 327 213 gomestic performance, increasing market share, and improving margins. Expansion
EV/EBITDA 410 299 230 197 169 4 the US market via Unichem, API growth, and backward integration will further
BVPS 4663 609.1 621.0 702.1 802.1 strengthen margins. But slower-than-expected US business expansion, pricing
FCF . 3.1 53 5.9 70 88 pressure on the generic portfolio, and volatility in the API cost could impact the
Shareholding Pattern (%) performance. We revise our rating to HOLD (from SELL) with a revised target price
Dii’;; Si‘;'gg Jig'gg of INR 1,478 valuing on 27x (unchanged) of FY27E EPS, reflecting a CAGR of
Promoters : : =2 14.29%/20.3%/28.5% for Revenue/EBITDA/PAT over FY24-27.
Flls 11.06 10.83 10.85
Dlls 35.36 33.90 33.46 A
Bublic B Ba YT ppeParticulars (INR Mn Q3FY25 Q3FY24  YoY (% Q2FY25  QoQ (%
Revenue 22,454 20,529 9.4 23,549 -4.7
Relative Performance (%)
YTD 3y oy 1y Cost of Goods Sold 6,682 6,970 -4.1 7,586 -11.9
BSE Healthcare 69.3 85.0 16.9 Gross Profit 15,772 13,559 16.3 15,963 -1.2
IPCA 47.7 71.4 26.5 Gross Margin (%) 70.2 66.0 419bps 67.8 245bps
200 - Employee & Other Expenses 11,141 10,246 16.9 11,549 -7.3
EBITDA 4,631 3,313 39.8 4,415 4.9
150 1 EBITDA Margin (%) 20.6 16.1 448bps 18.7 188bps
Depreciation 985 995 -1.0 1,004 -1.9
EBIT 3,646 2,318 40.8 3,411 6.8
100
Interest 168 334 -49.7 226 -25.5
PBT 3,679 2,209 66.6 3,448 6.7
50 : : .
~ - ;e 5 Tax 906 662 36.8 994 -8.9
N N N N
& ) & & PAT 2,481 1,799 37.9 2,295 8.1
& & & &
PAT Margin (%) 11.1 8.8 405bps 9.7 -175bps
IPCA ——— BSE Healthcare EPS 9.8 7 37.9 9.0 8.1

Segment Performance YoY (%
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Management Call - Highlights

Domestic Formulation

Growth of 13% YoY, outpacing the market; IPCA is now ranked 16th in India
per IQVIA, with a market share increase from 1.95% to 2.05%.

Q3FY25 Results Update

Chronic segment grew 17.1% YoY, well above the 9.7% industry growth; acute
segment growth at 8.7% YoY (vs. market growth of 6%).

Pain management (52% of domestic business) grew 14% YoY; two Zerodol
SKUs remain in the top 300 selling brands.

Expansion plans include launching new divisions in orthopedics (Flexicare),
cardiovascular, and cosmeto-dermatology.

Export Formulations

= FY25 EBITDA guidance revised upward to .

23-24%  (Standalone)
(Consolidated).

and

19.2-19.5%

US Business: Initial shipments of 4 products completed; 7-8 more in the
pipeline. Revenue impact expected in the coming quarters.

UK Business: Underperformed due to pricing pressures, but Q3 saw early signs
of price recovery. 15-17% growth expected in FY26.

EU Market: Strong 14-15% growth YoY.
ROW Market: Witnessed ~50% YoY growth, driven by higher shipments in Q3.

South Africa Business: Revenue dropped ~%75-80 Cr YoY due to lost tenders,
affecting the generic segment. Recovery expected in FY26.

Institutional Business: Uncertainty due to US Aid cuts. Anti-malarial business
(INR 40 Cr exposure) at risk, awaiting clarity on Global Fund allocations.

API Business

12% YoY growth driven by cost efficiencies and product mix improvements.

Ratlam API plant expansion mainly catering to captive consumption for
Unichem’s formulations.

Devas API facility operational but running at 35-40% capacity utilization;
regulatory approvals pending.

Pricing environment stable, with no major cost pressures on raw materials or
solvents.

Others

Unichem EBITDA margin improved from ~5% to ~12%, aiding overall
profitability.

Backward Integration: Unichem’s API plant to be operational in Q4 FY25,
expected to improve cost structure and margins.

R&D Spend: To increase from 3.25% to ~4% of revenue, focused on captive
API-based formulations and pipeline expansion.

Debt Position: Net debt at 300 Cr, expected to be zero in FY26.

Outlook

FY25 EBITDA guidance revised upward to 23-24% (Standalone) and 19.2-
19.5% (Consolidated).

Domestic business to continue growing 1.5x IPM growth, with pain
management, chronic therapies, and new divisions driving expansion.

US Business traction expected in FY26, with increased product filings and
Unichem-led market expansion.

UK & South Africa businesses poised for recovery, with 15-17% growth
expected in UK and tender wins targeted in South Africa.

API business to grow 8-10% YoY, supported by higher capacity utilization and
regulatory approvals.
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Revenue growth led by strong domestic performance Revenue split for Q3FY25 (INR 22.5 bn) g
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Source: Company, CEBPL Source: Company, CEBPL
Export Formulations grew by 5.8% YoY Improvement in product mix drove 279bps YoY expansion
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Margin significantly improved by 448bps YoY Achieved 11.1% PAT margin
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Annual Trends

Revenue on track for steady 14% CAGR growth
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Revenue (INR Mn)

Source: Company, CEBPL

EBITDA and margins set for upward momentum

YoY Growth (%) - (RHS)

Choice

Gross profit on the rise with stable margins
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Gross Profit (INR Mn)

Source: Company, CEBPL

Gross Margin (%)

PAT on arecovery path with improving margins
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Income Statement (Consolidated in INR Mn) -
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Revenue 62,443 77,050 89,013 1,01,392 1,14,668 =&

LL

Gross Profit 39,378 51,293 61,829 70,646 79,774 O
EBITDA 9,268 13,212 16,877 19,748 23,013
Depreciation 2,616 3,572 3,983 3,859 4,065
EBIT 7,908 10,887 13,785 17,309 20,554
Other Income 1,256 1,248 890 1,419 1,605
Interest Expense 455 1,383 923 883 845
PBT 7,453 9,504 12,861 16,425 19,708
Reported PAT 4,713 6,551 9,093 11,588 13,886
EPS 18.6 25.8 35.8 45.7 54.7

Source: Company, CEBPL

Balance Sheet (Consolidated in INR Mn)
Particular FY23§

Net Worth 59,153 77,270 78,779 89,068 1,01,744
Borrowings 14,813 14,384 13,216 12,216 11,647
Trade Payables 5,251 7,761 8,292 9,445 10,681
Other Non-current Liabilities 2,364 3,983 4,005 4,129 4,261
Other Current Liabilities 4,683 7,615 8,943 9,453 11,111
Total Net Worth & Liabilities 86,264 1,11,013 1,13,234 1,24,310 1,39,444
Net Block 25,475 41,233 40,366 39,549 38,924
Capital WIP 1,222 3,236 1,404 1,407 1,394
Goodwill & Intangible Assets 1,972 2,332 2,701 3,127 3,392
Investments 6,259 8,620 10,682 14,195 20,640
Trade Receivables 9,890 16,865 19,510 22,223 25,133
Cash & Cash Equivalents 18,532 2,968 2,913 2,530 2,232
Other Non-current Assets 2,676 5,787 6,439 6,863 7,925
Other Current Assets 20,238 29,972 29,220 34,417 39,804
Total Assets 86,264 1,11,013 1,13,234 1,24,310 1,39,444

Source: Company, CEBPL
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Cash Flows (INR Mn) : :

Cash Flows From Operations 8,058 9,446 9,974 10,014 12,192
Cash Flows From Investing (7,250) (12,918) (5,670) (7,265) (10,397)
Cash Flows From Financing 5,072 (5,527) (9,185) (3,132) (2,093)

REUAEWAIT

Growth Ratios

Revenues 7.1 23.4 15.5 13.9 13.1
Gross Profit 3.2 30.3 20.5 14.3 12.9
EBITDA (29.2) 42.6 27.7 17.0 16.5
EBIT 12.7 14.1 15.5 17.1 17.9
PBT (34.4) 27.5 35.3 27.7 20.0
PAT (46.7) 39.0 38.8 27.4 19.8
Margins

Gross Margin 63.1 66.6 69.5 69.7 69.6
EBITDA Margin 14.8 17.1 19.0 19.5 20.1
EBIT Margin 12.7 14.1 15.5 17.1 17.9
PBT Margin 11.9 12.3 14.4 16.2 17.2
Tax Rate 34.0 33.0 30.0 30.0 30.0
PAT Margin 7.5 8.5 10.2 11.4 12.1
Profitability

Return on Equity (ROE) 8.0 8.5 11.5 13.0 13.6
Return on Invested Capital (ROIC) 8.3 13.8 11.4 13.9 14.7
Return on Capital Employed (ROCE) 10.7 11.9 15.1 17.1 18.2
Financial Leverage

Pre-tax OCF/EBITDA (x) 1.1 1.0 0.8 0.8 0.8
OCF / Net profit (x) 1.7 1.4 11 0.9 0.9
EV/EBITDA (x) 41.0 29.5 23.0 19.7 16.9
Earnings

EPS 19 26 36 46 55
Shares Outstanding 254 254 254 254 254
Turnover Ratios (Days)

Inventory Days 276 350 350 360 350
Receivable Days 58 80 80 80 80
Creditor Days 31 37 34 34 34
Current Ratio 3.0 2.9 24 2.3 2.6

Source: Company, CEBPL
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CHOICE RATING DISTRIBUTION & METHODOLOGY

BUY The security is expected to generate upside of 15% or more over the next 12 months

HOLD The security is expected to show upside or downside returns by 14% to -5% over the next 12 months
SELL The security is expected to show downside of 5% or more over the next 12 months

Disclaimer

Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014

Choice Equity Broking Private Limited-Research Analyst - INHO00000222. (CIN. NO.: U65999MH2010PTC198714). Reg. Add.: Sunil Patodia Tower, J B
Nagar, Andheri(East), Mumbai 400099. Tel. No. 022-6707 9999

Compliance Officer--Prashant Salian, Email Id — Prashant.salain@choiceindia.com Contact no. 022- 67079999- Ext-2310
Grievance officer-Deepika Singhvi Tel.022-67079999- Ext-834. Email- ig@choiceindia.com

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. Registration granted by SEBI, and
certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors

This Research Report (hereinafter referred as “Report”) has been prepared by Choice Equity Broking Private Limited as a Research Entity (hereinafter
referred as “CEBPL RE” Limited. The Research Analysts, strategists are principally responsible for the preparation of “CEBPL RE” research. The research
analysts have received compensation based upon various factors, which may include quality of research, investor client feedback, stock picking, competitive
factors and firm revenues etc.

Whilst CEBPL has taken all reasonable steps to ensure that this information is correct, CEBPL does not offer any warranty as to the accuracy or
completeness of such information. Any person placing reliance on the report to undertake trading does so entirely at his or her own risk and CEBPL does
not accept any liability as a result. Securities and Derivatives markets may be subject to rapid and unexpected price movements and past performance is
not necessarily an indication of future performance.

General Disclaimer: This ‘Report’ is strictly meant for use by the recipient and is not for circulation. This Report does not take into account particular
investment objectives, financial situations or specific needs of individual clients nor does it constitute a personal recommendation. The recommendations, if
any, made herein are expression of views and/or opinions and should not be deemed or construed to be neither advice for the purpose of purchase or sale
of any security, derivatives or any other security through CEBPL nor any solicitation or offering of any investment/trading opportunity on behalf of the
issuer(s) of the respective security (ies) referred to herein.
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These information / opinions / views are not meant to serve as a professional investment guide for the readers. No action is solicited based upon the
information provided herein. Recipients of this “Report” should rely on information/data arising out of their own Study/investigations. It is advised to seek
independent professional advice and arrive at an informed trading/investment decision before executing any trades or making any investments. This ‘Report’
has been prepared on the basis of publicly available information, internally developed data and other sources believed by CEBPL to be reliable. CEBPL or its
directors, employees, 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. Past 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.

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
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