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Cipla Ltd 
Strong 3Q; likely delay in key launches 

■ 3QFY24 EBITDA beat was led by strong India, US markets and gross margins.  

■ Cipla indicated a possible delay in approval/launch of gAbraxane, as it will 
depend on successful inspection of the Goa plant by the US FDA.  

■ We adjust FY24F/25F EPS by +5%/-6%, respectively, to bake in the delay in 
key launches and downgrade Cipla’s rating to HOLD (vs. ADD earlier).  

Strong 3QFY24 performance 
Cipla reported a strong 3QFY24 performance with an EBITDA beat of 8%, helped by a 

100bp QoQ improvement in gross margin. Revenue growth was also strong across 

segments, led by India (+12% YoY vs. our estimate of +11% YoY), US at US$230m (our 

estimate US$225m) and South Africa business (+15% YoY in constant currency or CC 

terms). The US revenue was better than the company’s guidance of US$220-225m/quarter 

for 2HFY24F. R&D spending was up 40bp QoQ at 6.1% of sales. Reported PAT includes 

one-off impairment of intangibles worth Rs1.95bn. Other income includes Rs540m forex 

gains arising on account of Meditab’s (subsidiary) share buyback. 

US business – mixed comments on key assets 
Cipla’s US market growth was led by strong volume traction in gLanreotide (20% market 

share, some more room to grow) and gAlbuterol (recouped some lost market share post 

recall). The company has filed gSymbicort and one more inhalation asset in the US. 

gSymbicort is currently filed from the Indore plant and will be shortly filed from an alternate 

site (will take around two years to approve). Due to product complexity, site transfer of 

Abraxane to a third-party site will require clinical trials and Cipla intends to pursue it from 

its Goa plant. This plant is due for inspection in 1QFY25 and if cleared, then gAbraxane 

launch can be expedited vs. the earlier timeline; alternatively, a delay in inspection/non-

clearance of the plant may lead to a delay in product launch. We assume a delay in 

gAbraxane launch & build in an end-4QFY26F launch as our base case. On gAlbuterol, 

Cipla expects its current market share to sustain.  gAdvair filing will be done by mid-FY25F.  

Other takeaways  
a) As a strategy, Cipla will now look at only approved assets to build its specialty business 

after the setbacks in gPulmazole and gTramadol. b) Plans to launch four peptides in FY25F 

{two generics and two 505B (2) launches}. The initial peptide launch will be on the generics 

side and without competition. 

Downgrade rating to HOLD  
We downgrade our rating on Cipla to HOLD (vs. ADD earlier), given the possibility of a 

delay in key assets and the recent stock run-up which makes the current risk-reward 

unfavourable. We roll forward our target price to 25x FY26F EPS to Rs1,479 (Rs1,291 

earlier). An import alert at the Indore plant is a key downside risk to our estimates. Faster- 

than-expected approval of gAbraxane is an upside risk. 

Financial Summary    Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F 

Revenue (Rsm) 217,633 227,531 259,111 277,682 301,701 

Operating EBITDA (Rsm) 44,953 50,270 63,087 66,597 72,066 

Net Profit (Rsm) 25,168 28,019 40,857 44,224 47,851 

Core EPS (Rs) 32.3 36.3 52.4 54.8 59.3 

Core EPS Growth 12.2% 12.3% 44.3% 4.6% 8.2% 

FD Core P/E (x) 42.38 37.72 26.15 24.99 23.10 

DPS (Rs) 5.0 8.5 5.5 6.0 6.0 

Dividend Yield 0.37% 0.62% 0.40% 0.44% 0.44% 

EV/EBITDA (x) 24.38 21.77 16.57 15.19 13.54 

P/FCFE (x) 18.57 20.80 9.69 14.67 13.92 

Net Gearing (4.1%) (3.6%) (21.2%) (29.5%) (36.2%) 

P/BV (x) 5.30 4.72 4.13 3.60 3.16 

ROE 13.3% 13.2% 16.8% 15.4% 14.6% 

% Change In Core EPS Estimates   4.08% (5.89%)  

InCred Research/Consensus EPS (x)      

SOURCE: INCRED RESEARCH, COMPANY REPORTS 
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Figure 1: Financial summary 

(Rs m) 2QFY23 3QFY23 4QFY23 1QFY24 2QFY24 3QFY24 Y-o-Y (%) Q-o-Q (%) 

Revenue 58,285 58,101 57,393 63,289 66,782 66,038 14% -1% 

Consumption of RM 21,602 20,043 20,634 22,368 23,131 22,195 11% -4% 

as % of sales 37.1% 34.5% 36.0% 35.3% 34.6% 33.6%     

Employee costs 9,608 9,487 9,648 10,666 10,911 10,681 13% -2% 

as % of sales 16.5% 16.3% 16.8% 16.9% 16.3% 16.2%     

Other expenditure 14,052 14,496 15,374 15,316 15,402 11,686 -19% -24% 

as % of sales 24.1% 24.9% 26.8% 24.2% 23.1% 17.7%     

EBITDA 13,023 14,076 11,737 14,939 17,338 17,475 24% 1% 

Margins (%) 22.3% 24.2% 20.5% 23.6% 26.0% 26.5%     

Depreciation 2,994 2,721 3,462 2,392 2,900 2,334     

Other income 1,230 1,144 1,346 1,363 1,763 1,846     

Interest 256 318 344 164 258 301     

PBT 11,004 12,181 9,278 13,746 15,942 16,686 37% 5% 

Total tax 3,026 4,100 2,223 3,780 4,384 4,053     

Tax rate (%) 27.5% 33.7% 24.0% 27.5% 27.5% 24.3%     

PAT before MI 7,978 8,081 7,055 9,966 11,558 12,633 56% 9% 

Minority interest (MI) -89 -71 25 -9 -249 1     

Adj. PAT before extraordinary items 7,889 8,010 7,081 9,957 11,309 12,634 58% 12% 

Extraordinary expenses 0 0 -1,824 0 0 -1,948     

Reported PAT 7,889 8,010 5,257 9,957 11,309 10,686 33% -6% 

No. of shares 807.0 807.1 807.2 807.2 807.3 807.6     

EPS 9.8 9.9 8.8 12.3 14.0 15.6     

Core EPS 8.7 9.0 7.5 11.1 12.4 13.9     
 

SOURCES: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 2: Margin profile 

(Rs m) 2QFY23 3QFY23 4QFY23 1QFY24 2QFY24 3QFY24 Y-o-Y (%) Q-o-Q (%) 

Margins (%)                 

Gross 63% 66% 64% 65% 65% 66% 1% 2% 

EBITDA 22% 24% 20% 24% 26% 26% 9% 2% 

Adj.PAT 14% 14% 12% 16% 17% 19% 39% 13% 

Effective tax rate 28% 34% 24% 28% 27% 24% -28% -12% 
 

SOURCES: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 3: Actuals versus estimates 

  Actuals Estimates Change (%) 

Revenue (Rs m) 66,038 65,999 0 

EBITDA (Rs m) 17,475 16,240 7.6 

Margin (%) 26.5 24.6 186bp 

PAT (Rs m) 12,634 10,631 18.8 
 

SOURCES: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 4: Change in earnings estimates (Rs m) 
 FY24F FY25F 

  Old New Change (%) Old New Change (%) 

Revenue 2,57,858 2,59,111 0.5 2,83,654 2,77,682 -2.1 

EBITDA 62,192 63,087 1.4 71,289 66,597 -6.6 

Margin (%) 24.1 24.3  25.1 24.0  

PAT 40,616 42,805 5.4 46,992 44,224 -5.9 

EPS 50.3 53.0 5.3 58.2 54.7 -6.0 
 

SOURCES: INCRED RESEARCH, COMPANY REPORTS 
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BY THE NUMBERS   
 

 

  
 

Profit & Loss   

(Rs mn)     Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F 

Total Net Revenues 217,633 227,531 259,111 277,682 301,701 

Gross Profit 132,677 145,008 169,069 181,359 196,586 

Operating EBITDA 44,953 50,270 63,087 66,597 72,066 

Depreciation And Amortisation (10,520) (11,721) (10,127) (11,500) (12,500) 

Operating EBIT 34,433 38,549 52,961 55,097 59,566 

Financial Income/(Expense) (1,064) (1,095) (923) (900) (900) 

Pretax Income/(Loss) from Assoc.      

Non-Operating Income/(Expense) 2,809 4,755 6,672 7,000 7,500 

Profit Before Tax (pre-EI) 36,179 42,208 58,710 61,197 66,166 

Exceptional Items (1,246) (1,824) (1,948)   

Pre-tax Profit 34,933 40,384 56,762 61,197 66,166 

Taxation (9,338) (12,029) (15,548) (16,523) (17,865) 

Exceptional Income - post-tax      

Profit After Tax 25,595 28,355 41,214 44,674 48,301 

Minority Interests (427) (336) (357) (450) (450) 

Preferred Dividends      

FX Gain/(Loss) - post tax      

Other Adjustments - post-tax      

Net Profit 25,168 28,019 40,857 44,224 47,851 

Recurring Net Profit 26,081 29,300 42,272 44,224 47,851 

Fully Diluted Recurring Net Profit 26,081 29,300 42,272 44,224 47,851 
 

 

Cash Flow   

(Rs mn)      Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F 

EBITDA 44,953 50,270 63,087 66,597 72,066 

Cash Flow from Invt. & Assoc.      

Change In Working Capital (1,775) (5,594) 12,910 (6,960) (9,053) 

(Incr)/Decr in Total Provisions      

Other Non-Cash (Income)/Expense      

Other Operating Cashflow (9,919) (12,299) (13,957) (16,973) (18,315) 

Net Interest (Paid)/Received (1,064) (1,095) (923) (900) (900) 

Tax Paid (12,240) (15,958) (19,706) (23,073) (24,915) 

Cashflow From Operations 33,259 32,377 62,040 42,664 44,699 

Capex (6,990) (11,355) (10,000) (10,000) (10,000) 

Disposals Of FAs/subsidiaries      

Acq. Of Subsidiaries/investments  (251)    

Other Investing Cashflow      

Cash Flow From Investing 26,270 20,770 52,040 32,664 34,699 

Debt Raised/(repaid)      

Proceeds From Issue Of Shares  1    

Shares Repurchased      

Dividends Paid (4,034) (4,035) (6,861) (4,442) (4,848) 

Preferred Dividends      

Other Financing Cashflow (16,928) 436 1,932 6,896 7,460 

Cash Flow From Financing (20,961) (3,598) (4,929) 2,454 2,612 

Total Cash Generated 5,308 17,172 47,112 35,118 37,311 

Free Cashflow To Equity 59,529 53,147 114,081 75,328 79,398 

Free Cashflow To Firm 60,592 54,242 115,004 76,228 80,298 
 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 
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BY THE NUMBERS…cont’d 
 

 

Balance Sheet   

(Rs mn)    Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F 

Total Cash And Equivalents 19,321 15,722 62,834 97,952 135,263 

Total Debtors 34,244 40,570 51,822 55,536 60,340 

Inventories 53,502 51,564 57,004 61,090 66,374 

Total Other Current Assets 40,041 64,893 38,867 41,652 45,255 

Total Current Assets 147,108 172,750 210,527 256,231 307,233 

Fixed Assets 56,087 57,398 57,271 55,771 53,271 

Total Investments 3,556 5,725 5,725 5,725 5,725 

Intangible Assets 48,408 45,140 45,140 45,140 45,140 

Total Other Non-Current Assets 15,852 13,620 13,620 13,620 13,620 

Total Non-current Assets 123,903 121,883 121,757 120,257 117,757 

Short-term Debt 4,816 5,204 5,204 5,204 5,204 

Current Portion of Long-Term Debt      

Total Creditors 25,081 24,571 27,483 29,497 32,073 

Other Current Liabilities 19,235 21,323 21,986 23,597 25,659 

Total Current Liabilities 49,132 51,097 54,672 58,298 62,936 

Total Long-term Debt 5,745 2,088 219 1,015 1,875 

Hybrid Debt - Debt Component      

Total Other Non-Current Liabilities 4,960 4,313 4,313 4,313 4,313 

Total Non-current Liabilities 10,705 6,401 4,532 5,327 6,187 

Total Provisions      

Total Liabilities 59,837 57,497 59,204 63,625 69,123 

Shareholders Equity 208,417 234,078 267,717 307,050 349,603 

Minority Interests 2,757 3,058 3,415 3,865 4,315 

Total Equity 211,174 237,135 271,132 310,914 353,918 
 

 

Key Ratios   

  Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F 

Revenue Growth 14.1% 4.5% 13.9% 7.2% 8.6% 

Operating EBITDA Growth 7.7% 11.8% 25.5% 5.6% 8.2% 

Operating EBITDA Margin 20.7% 22.1% 24.3% 24.0% 23.9% 

Net Cash Per Share (Rs) 10.85 10.45 71.14 113.67 158.84 

BVPS (Rs) 258.26 290.06 331.74 380.48 433.21 

Gross Interest Cover 32.38 35.19 57.38 61.22 66.18 

Effective Tax Rate 26.7% 29.8% 27.4% 27.0% 27.0% 

Net Dividend Payout Ratio      

Accounts Receivables Days 57.61 60.01 65.07 70.56 70.09 

Inventory Days 215.23 232.36 220.05 223.75 221.30 

Accounts Payables Days 98.28 109.80 105.50 107.96 106.90 

ROIC (%) 12.6% 12.7% 18.5% 18.8% 19.7% 

ROCE (%) 16.3% 16.5% 20.3% 18.6% 17.6% 

Return On Average Assets 10.6% 11.0% 14.0% 12.8% 12.2% 
 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 
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DISCLAIMER  
 

This report (including the views and opinions expressed therein, and the information comprised therein) has been prepared by Incred Research 
Services Private Ltd.(formerly known as Earnest Innovation Partners Private Limited) (hereinafter referred to as “IRSPL”). IRSPL is registered with 
SEBI as a Research Analyst vide Registration No. INH000011024. Pursuant to a trademark agreement, IRSPL has adopted “Incred Equities” as its 
trademark for use in this report. 

The term “IRSPL” shall, unless the context otherwise requires, mean IRSPL and its affiliates, subsidiaries and related compan ies. This report is not 
directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, 
availability or use would be contrary to law, regulation or which would subject IRSPL and its affiliates/group companies to registration or licensing 
requirements within such jurisdictions. 

This report is being supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, photocopied, duplicated, 
stored or reproduced in any form by any means; or (ii) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any 
purpose without the prior written consent of IRSPL. 

The information contained in this report is prepared from data believed to be correct and reliable at the time of issue of this report.  

IRSPL is not required to issue regular reports on the subject matter of this report at any frequency and it may cease to do so or change the periodicity 
of reports at any time. IRSPL is not under any obligation to update this report in the event of a material change to the information contained in this 
report. IRSPL has not any and will not accept any, obligation to (i) check or ensure that the contents of this report remain current, reliable or relevant; 
(ii) ensure that the content of this report constitutes all the information a prospective investor may require; (iii) ensure the adequacy, accuracy, 
completeness, reliability or fairness of any views, opinions and information, and accordingly, IRSPL and its affiliates/group companies (and their 
respective directors, associates, connected persons and/or employees) shall not be liable in any manner whatsoever for any consequences (including 
but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.  

Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be market 
data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any other market. 
Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies), information 
disseminated by regulatory information services, other publicly available information and information resulting from our research. Whilst every effort is 
made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other 
subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document in which they are 
contained and must not be construed as a representation that the matters referred to therein will occur. Past performance is not a reliable indicator of 
future performance. The value of investments may go down as well as up and those investing may, depending on the investments in question, lose 
more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of IRSPL and its affiliates/group companies to any 
person to buy or sell any investments. 

The opinions expressed are based on information which are believed to be accurate and complete and obtained through reliable public or other non-
confidential sources at the time made. (Information barriers and other arrangements may be established where necessary to prevent conflicts of 
interests arising. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their 
duties or the performance of his/their recommendations. In reviewing this report, an investor should be aware that any or all of the foregoing, among 
other things, may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request. 

The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or 
registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of India. 
No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being made, or 
intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report. 

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other 
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests. 

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other 
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests. 

IRSPL may have issued other reports (based on technical analysis, event specific, short term views etc.) that are inconsistent with and reach different 
conclusion from the information presented in this report. 
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any financial interests in the company covered in this report (subject company) and nature of such financial 
interest 
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actual/beneficial ownership of 1% or more in securities of the subject company at the end of the month 
immediately preceding the date of publication of the research report  

or date of the public appearance;  

NO NO 

any other material conflict of interest at the time of publication of the research report  

or at the time of public appearance  
NO NO 

received any compensation from the subject company in the past twelve months 

for investment banking or merchant banking or brokerage services or investment advisory or depository or 
distribution from the subject company in the last twelve months for products/services other than investment 
banking or merchant banking or broker- age services or investment advisory or depository or distribution from 
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Analyst declaration 
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