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Healthcare - Overall  
2QFY25 results review 

■ 2Q results of our pharma universe were mixed. Downgrade Aurobindo (to 
HOLD) & upgrade Cipla, Alkem, Ipca (to ADD) and Gland & Laurus (to HOLD). 

■ We prefer structural plays viz. CDMO and branded generics. US generics 
priced to perfection with little margin of error.     

■ Diagnostics companies upgraded to ADD. Reduced competitive intensity and 
network expansion to aid volume growth.  

Pharma: Mixed 2QFY25 results  
2QFY25 earnings were mixed for companies in our coverage universe, with some hits and 

a few misses, one downgrade, and five upgrades. Coverage companies saw a 10% YoY 

and ~3% QoQ revenue growth, with the margin expanding by 125bp YoY but contracting 

90bp QoQ. Lupin, Ajanta Pharma, Gland Pharma, and Zydus Lifesciences posted relatively 

better results, while Dr. Reddy’s Laboratories, Laurus Labs, Torrent Pharmaceuticals, and 

Aurobindo Pharma (HOLD-rated) underperformed. Diagnostic companies beat 

expectations. After the recent correction, we find the risk-reward ratio favourable and 

upgrade our sector stance to Outperform from Neutral, favouring structural themes like 

branded/CDMO plays, as US generics now appear fully-priced with limited margin for error. 

US generics priced to perfection; India 2H to be better than 1H  
In 2QFY25, our coverage universe's US revenue grew 12.3% YoY but declined 3% QoQ, 

impacted by lower gRevlimid sales. Price erosion remained moderate in mid-single digits. 

gMirabegron maintained its strong momentum, benefiting Lupin and Zydus Lifesciences 

despite ongoing litigations. While the US pricing dynamics remain stable, medium-term 

concerns linger over growth beyond Jan 2026F (post gRevlimid settlement expiry) and 

potential policy shifts under the new US government. However, we see bright spots in 

Lupin and Cipla, where we have a relative preference. India revenue grew robustly by 10% 

YoY and 3% QoQ, driven by trade generics and branded business. We expect stronger 

growth in 2HFY25F, supported by branded and trade generics as well as seasonally strong 

consumer healthcare demand. 

Diagnostics companies ride on volume growth 
Diagnostics companies in our coverage universe witnessed 10% QoQ/YoY revenue growth 

led by healthy double-digit volume growth (YoY). The companies witnessed fourth 

consecutive quarter of margin improvement (+100bp QoQ/YoY). B2C companies are 

strategizing network expansion (tier-3/4 cities), mostly in the northern region (to drive 

volume growth) and wellness packages (to drive mix). We have upgraded all three 

diagnostics companies’ rating to ADD (Dr Lal Pathlabs, Metropolis Healthcare and 

Thyrocare Technologies) considering their relatively low competitive intensity, 

expectations of high single-digit volume growth and market share gains in core regions. 

We expect our coverage companies to register a 10-15% growth in FY25F/26F led by 

volume growth and mix.     

Sector outlook 
We upgrade our sector stance to Outperform from Neutral, as the recent correction has 

made several stocks attractive. Near-term earnings momentum in the US appears 

sustainable, although growth headwinds post-FY26F and potential policy changes could 

limit any significant upside. Our preference remains firmly on branded businesses and 

CDMO plays. We are bullish on Ajanta Pharma, Lupin, Cipla, Ipca Labs, and Divi’s 

Laboratories. 

   India 

Overweight (previously Neutral) 

 
Highlighted Companies 

 

Cipla Ltd 

ADD, TP Rs1640, Rs1472 close  

Goa plant’s VAI removes key overhang. 

Lupin Ltd 
ADD, TP Rs2329, Rs2038 close  

Healthy launch pipeline and visibility 
beyond FY26F. 

Summary Valuation Metrics 
P/E (x) Mar24-A Mar25-F Mar26-F 
Cipla Ltd 28.72 25.78 22.41 

Lupin Ltd 56.86 27.7 22.93 

    

P/BV (x) Mar24-A Mar25-F Mar26-F 

Cipla Ltd 4.45 3.85 3.33 

Lupin Ltd 6.49 5.37 4.43 

    

Dividend Yield Mar24-A Mar25-F Mar26-F 

Cipla Ltd 0.37% 0.41% 0.41% 

Lupin Ltd 0.37% 0.42% 0.42% 
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Hits and misses 
Post 2QFY25, we have one downgrade – Aurobindo Pharma’s rating to HOLD 

(from ADD) due to adverse risk-reward ratio and valuation, while we upgrade 

Alkem Labs and Ipca Labs to ADD due to favourable risk-reward scenario 

/Unichem synergy benefits flowing in, respectively. Enthused by strong earnings 

as well as a positive outlook, we have our high-conviction ADD rating on Cipla 

(resolution of Goa plant), and Lupin (healthy launch pipeline). In the CDMO space, 

we are optimistic on Divi’s Laboratories due to a pick-up in the custom synthesis 

business and order inflow due to the ongoing speculation regarding the Biosecure 

Act, while we have changed our negative stance (from REDUCE rating) on Laurus 

Labs and Gland Pharma to neutral (HOLD rating) due to the earnings reversal 

cycle & a favourable risk-reward scenario. We maintain our HOLD rating on Dr. 

Reddy’s Labs, Torrent Pharma and Sun Pharmaceutical Industries due to lack of 

product visibility /adverse risk-reward scenario /moderate earnings, respectively. 

Conversely, we continue our ADD rating on Ajanta Pharma and Zydus 

Lifesciences on account of strong branded generics growth /US market growth, 

respectively. 

Figure 1: Most pharma companies continue to witness an improvement in gross 
margin and EBITDA margin led by lower input costs 
 Gross Margin Changes EBITDA Margin Changes 
  YoY (bp) QoQ (bp)  YoY (bp) QoQ (bp) 

Ajanta Pharma 77.9% 285 134 26.2% -204 -263 

Alkem Laboratories 64.7% 330 21 22.0% 34 197 

Cipla 67.6% 226 38 26.7% 78 111 

Dr. Reddy’s Laboratories 59.6% 92 -81 25.6% -324 -209 

Divi's Laboratories 58.6% 98 -117 30.6% 553 126 

Gland Pharma 59.1% -296 -68 21.1% -247 227 

Laurus Labs 55.2% 265 12 14.6% -77 25 

Lupin 70.2% 400 136 23.1% 474 9 

Torrent Pharmaceuticals 76.5% 134 81 32.5% 149 88 

Ipca Laboratories 67.8% 110 -146 18.7% 295 -2 

Aurobindo Pharma 58.8% 366 -57 20.1% 65 -131 

Zydus Lifesciences 71.9% 502 -254 27.9% 216 -567 

Sun Pharmaceutical Ind. 79.7% 259 87 28.7% 232 -24 
 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 2: US business posted a growth of 12.3% YoY, but declined sequentially by 3% 

 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 

  

100000

120000

140000

160000

180000

200000

2QFY23 3QFY23 4QFY23 1QFY24 2QFY24 3QFY24 4QFY24 1QFY25 2QFY25

Total US revenueRsm

18.8%

12.1%
16.5%

12.6%
12.3% 



 

 

Healthcare │ India  

 Healthcare - Overall │ November 20, 2024 
 

 

 

 

3 
 

Figure 3: India business continues its growth momentum with ~10% YoY growth 

 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 4: Consistent sharp upturn in the ex-US international market in the past four 
quarters 

 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 5: Pharma business - although margin was slightly soft QoQ by 90bp, the YoY 
improvement was a healthy 130bp led by lower input costs  

 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 
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Figure 6: Diagnostics companies remained on the double-digit growth path in 2QFY25 

 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 7: Consistent improvement in the EBITDA margin - 2QFY25 witnessed 
100/150bp rise in margin QoQ/YoY, respectively  

 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 8: BSE Healthcare Index underperforms the Sensex by 3% in the last  three 
months 

 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 
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Figure 9: Rating changes post 2QFY25 results 
 Current Rating Previous rating Earnings Commentary 

Pharmaceuticals     

Ajanta Pharma ADD ADD     

Alkem Laboratories ADD HOLD     

Cipla ADD HOLD     

Dr. Reddy’s Laboratories HOLD HOLD     

Divi's Laboratories ADD ADD     

Gland Pharma HOLD REDUCE     

Laurus Labs HOLD REDUCE     

Lupin ADD ADD     

Torrent Pharmaceuticals HOLD HOLD     

Ipca Laboratories ADD REDUCE     

Aurobindo Pharma HOLD ADD     

Zydus Lifesciences ADD ADD     

Sun Pharmaceutical Industries HOLD HOLD     

Diagnostics     

Dr Lal Pathlabs ADD REDUCE     

Metropolis Healthcare ADD HOLD     

Thyrocare Technologies ADD HOLD     

  Positive    

  Neutral    

  Weak    
 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 10: Earnings revision was a mixed bag with few earnings upgrades 
 FY25F FY26F 

Ajanta Pharma -0.9% -1.2% 

Alkem Laboratories 1.5% 1.5% 

Cipla              -    3.9% 

Dr. Reddy’s Laboratories              -    -2.0% 

Divi's Laboratories              -    3.9% 

Gland Pharma -10.0%              -    

Laurus Labs 2.8% -0.7% 

Lupin 12.7% 13.1% 

Torrent Pharmaceuticals              -    -0.9% 

Ipca Laboratories 6.0% 1.0% 

Aurobindo Pharma -7.0% -9.0% 

Zydus Lifesciences -6.0% -6.0% 

Sun Pharmaceutical Industries              -    1.0% 
 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 
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DISCLAIMER 

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. While 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 is 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 a 
different conclusion from the information presented in this report. 

Holding of Analysts/Relatives of Analysts, IRSPL and Associates of IRSPL in the covered securities, as on the date of publishing of this report 

 

Research Analyst or his/her relative(s) or InCred Research Services Private Limited or our associate may have any financial interest in the subject 
company. 

 

Research Analyst or his/her relatives or InCred Research Services Limited or our associates may have actual or beneficial ownership of 1% or more 
securities of the subject company(ies) at the end of the month immediately preceding the date of publication of the Research Report. 

 

Research Analyst or his/her relative or InCred Research Services Private Limited or our associate entities may have any other material conflict of 
interest at the time of publication of the Research Report. 
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In the past 12 months, IRSPL or any of its associates may have: 

 

a) Received any compensation/other benefits from the subject company, 

b) Managed or co-managed public offering of securities for the subject company, 

c) Received compensation for investment banking or merchant banking or brokerage services from the subject company, 

d) Received compensation for products or services other than investment banking or merchant banking or brokerage services from the subject 
company 

 

We or our associates may have received compensation or other benefits from the subject company(ies) or third party in connection with the 
research report. 

 

Research Analyst may have served as director, officer, or employee in the subject company. 

 

We or our research analyst may engage in market-making activity of the subject company. 

 

Analyst declaration 

• The analyst responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his 
or her personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and 
autonomously in an unbiased manner. 

• No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations(s) or 
view(s) in this report or based on any specific investment banking transaction. 

• The analyst(s) has(have) not had any serious disciplinary action taken against him/her(them). 

• The analyst, strategist, or economist does not have any material conflict of interest at the time of publication of this report. 

• The analyst(s) has(have) received compensation based upon various factors, including quality, accuracy and value of research, overall firm 
performance, client feedback and competitive factors. 

 

IRSPL and/or its affiliates and/or its Directors/employees may own or have positions in securities of the company(ies) covered in this report or any 
securities related thereto and may from time to time add to or dispose of, or may be materially interested in, any such securities. 

 

IRSPL and/or its affiliates and/or its Directors/employees may do and seek to do business with the company(ies) covered in this research report and 
may from time to time (a) buy/sell the securities covered in this report, from time to time and/or (b) act as market maker or have assumed an 
underwriting commitment in securities of such company(ies), and/or (c) may sell them to or buy them from customers on a principal basis and/or (d) 
may also perform or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to such company(ies) 
and/or (e) solicit such investment, advisory or other services from any entity mentioned in this report and/or (f) act as a lender/borrower to such 
company and may earn brokerage or other compensation. However, Analysts are forbidden to acquire, on their own account or hold securities 
(physical or uncertificated, including derivatives) of companies in respect of which they are compiling and producing financial recommendations or 
in the result of which they play a key part.  

 

 

Recommendation Framework 
Stock Ratings Definition: 

Add The stock’s total return is expected to exceed 10% over the next 12 months. 

Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months. 

Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months. 

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the forward net 
dividend yields of the stock.  Stock price targets have an investment horizon of 12 months. 
    

Sector Ratings Definition: 

Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation. 

Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation. 

Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation. 

    

Country Ratings Definition: 

Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark. 

Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark. 

Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark. 
      

 
 

 
 


