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Aurobindo Pharma
CMP: Rs. 630, Target Price: Rs. 800, Upside: 27%, FV: Re. 1, EPS (FY19): Rs. 40.4, P/E: 15x, Market
Cap: Rs. 36,621 crores, ROE: 18%

The Company is the second largest generic company in the US in terms of prescriptions dispensed and ranks
among the top 10 generic companies in eight out of top the 11 countries it operates in Europe. We like this
Company as it is vertically integrated Company - around 70% of API requirement is manufactured in-house
which is a competitive advantage as against the peers, ~ 150 ANDAs were filed over the last 3 years, focus on
complying with global quality and EHS standards, dedicated commercial and BD teams focused on developing
new partnerships.

The company owns 28 manufacturing facilities, including eight key formulations facilities in India and abroad.
As one of India’s largest vertically integrated pharmaceutical companies, the Company’s strength lies in
developing quality Active Pharmaceutical Ingredients (APIs) and Finished Dosage Forms (FDFs). These
products are manufactured across our facilities, which have been inspected by various regulatory authorities
such as the USFDA, UK MHRA, Japan PMDA, WHO, Health Canada, MCC South Africa, and ANVISA Brazil. The
Company has established its foothold in key therapeutic segments such as Central Nervous System (CNS),
Cardiovascular System (CVS), Antiretrovirals, Diabetics, Anti-Allergies, Gastroenterology and Antibiotics, and
are expanding into Speciality Generics.

The company as on 30th June 2019 has filed 551 ANDAs on a cumulative basis. Out of which 386 have final
approval and 26 having tentative approvals including nine ANDAs which are tentatively approved under
PEPFAR program and the balance 139 ANDAs are under review.
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For the full year in FY19, the US business contributed to 46% of its revenue and registered a strong 21%

growth during the year to Rs. 90,307 million as all its key business segments, including orals, injectables, over
the counter (OTC) drugs and dietary supplements performed well. It was a busy FY19 for the US team as it
launched 50 new products, including 12 injectables in the market. Also, in 2018-19 it received approvals for
48 ANDAs and filed for a total of 63 ANDAs with the USFDA. The company has filed 12 ANDAs with the USFDA
including three injectables in Q1FY20. It has launched (including Eugia) 15 products including four injectables
during the quarter. The management has guided for ~40 launches for 9MFY20.

The Company’s overall Q1FY20 performance was also good on the back of new products, improved product
mix and good profitability. Revenue increased by 28% on yoy basis to Rs. 5,445 crores led by growth across
the markets. The EBITDA before FOREX and other income stood at Rs. 1,146 crores, an increase of 47% over
corresponding previous period. EBITDA margin was at 21.1% for the quarter under review. Net profit
increased by 40% to Rs.636 crores.

In Q1FY20, the company commissioned Eugia’s manufacturing facility which manufactures oral and injectable
products in oncology and hormonal segments. R&D expenditure stood at Rs. 243 crores during the quarter
which is 4.5% of the revenue. Net organic CAPEX for the quarter is around US$47 million. The Company also
launched five oncology & hormonal products in the US. As per the management, the price erosion in the US
base business is less than 5%.

The Company is growing inorganically and through M&As it is adding more specialized products, new
technologies and scale in its core markets.

In September 2018, the Company entered into a definitive agreement with Sandoz Inc., USA to acquire its
dermatology and oral solids businesses. On completion of this acquisition, it will become the second largest
generic player in the dermatology segment in US and further strengthen its oral solids product basket.

The Company also completed the acquisition of seven branded oncology injectable products from
Spectrum Pharmaceuticals Inc. to gain access to the branded oncology market with a range of products that is
well recognised by the oncology community. The acquired portfolio is expected to generate over $0.9 billion in
sales for the first 12 months after completion of the transaction for Aurobindo, before any potential FTC-led
divestments. The acquisition also adds 3 manufacturing facilities in the US. Acquired portfolio consists of
authorized generics and in-licensed products opening up future opportunities for Aurobindo Pharma.

Europe Formulations revenue registered a growth of 16 percent on yoy basis to Rs. 1,392 crores in Q1FY20. In
euro terms, the revenue increased by 18% on yoy basis. Growth markets’ revenue witnessed a growth of 22%
on yoy basis to Rs.313 crores. On a constant currency basis, growth markets reported a growth of 18% on yoy
basis. ARV Formulations revenue increased to Rs.319 crores compared to Rs.156 crores in the corresponding
previous period

The Company’s balance sheet has become leaner and strong after it reduced debt component. The net debt
has decreased by $131 million on goqg basis to US$593 million at the end of June 2019 Vs US$724 million at
the end of March 2019. The majority of the company’s debt is denominated in foreign currency. The cash and
bank balance is at US$259 million. The average finance cost is at 2.9% mainly due to availing multiple
currency loans.

We recommend a BUY at with a target price of Rs. 800 (15x at estimated FY20 EPS of Rs. 53) implying upside
of 27% for investors with a horizon of 9-12 months.



AJCON GLOBAL

YOUR FRIENDLY FINANCIAL ADVISOR

Disclosure under SEBI Research Analyst Regulations 2014:

a) Analyst holding: No

b) Company holding: No

¢) Directors holding: No

d) Group/Associates Position: No

e) Relationship with management: No

f) Any Compensation Received by our Company/Associate during the last 12 months: No

g) Our Company/Associate have managed the public offering of securities for the subject Company in the past
12 months: No

Recommendation parameters for fundamental reports:

Buy - Absolute return of 20% and above

Accumulate - Absolute return between 15% and above

Book profits: On achieving the price target given in the research report for a particular Company or on a
occurrence of a specific event leading to change in fundamentals of the Company recommended

Disclaimer

Ajcon Global Services Ltd. is a fully integrated investment banking, merchant banking, corporate advisory, stock broking,
commodity and currency broking. Ajcon Global Services Ltd. research analysts responsible for the preparation of the
research report may interact with trading desk personnel, sales personnel and other parties for gathering, applying and
interpreting information.

Ajcon Global Services Ltd. is a SEBI registered Research Analyst entity bearing registration Number INHO00001170 under
SEBI (Research Analysts) Regulations, 2014.

Individuals employed as research analyst by Ajcon Global Services Ltd. or their associates are not allowed to deal or trade
in securities that the research analyst recommends within thirty days before and within five days after the publication of a
research report as prescribed under SEBI Research Analyst Regulations.

Subject to the restrictions mentioned in above para, We and our affliates, officers, directors, employees and their relative
may: (a) from time to time, have long or short positions acting as a principal in, and buy or sell the securities or
derivatives thereof, of Company mentioned herein or (b) be engaged in any other transaction involving such securities and
earn brokerage.

Ajcon Global Services Ltd. or its associates may have commercial transactions with the Company mentioned in the
research report with respect to advisory services.

The information and opinions in this report have been prepared by Ajcon Global Services Ltd. and are subject to change
without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person
or to the media or reproduced in any form, without prior written consent of Ajcon Global Services Ltd. While we would
endeavour to update the information herein on a reasonable basis, Ajcon Global Services Ltd. is under no obligation to
update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent
Ajcon Global Services Ltd. from doing so. This report is based on information obtained from public sources and sources
believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed.
This report and information herein is solely for informational purpose and shall not be used or considered as an offer
document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though
disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Ajcon Global
Services Ltd. will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes
investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate
to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all
investors, who must make their own investment decisions, based on their own investment objectives, financial positions
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and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any

recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary
because of changes in interest rates, foreign exchange rates or any other reason. Ajcon Global Services Ltd. accepts no
liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not
necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. Actual results may differ materially from those set forth in
projections. Forward-looking statements are not predictions and may be subject to change without notice. Ajcon Global
Services Ltd. or its associates might have managed or co-managed public offering of securities for the subject company or
might have been mandated by the subject company for any other assignment in the past twelve months.

Ajcon Global Services Ltd. encourages independence in research report preparation and strives to minimize conflict in
preparation of research report. Ajcon Global Services Ltd. or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report.
Accordingly, neither Ajcon Global Services Ltd. nor Research Analysts have any material conflict of interest at the time of
publication of this report.

It is confirmed that Akash Jain - MBA (Financial Markets) or any other Research Analysts of this report has not received
any compensation from the company 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.

Ajcon Global Services Ltd. or its subsidiaries collectively or Directors including their relatives, Research Analysts, do not
own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding
the publication of the research report.

It is confirmed that Akash Jain — MBA (Financial Markets) research analyst or any other Research Analysts of Ajcon Global
do not serve as an officer, director or employee of the companies mentioned in the report.

Ajcon Global Services Ltd. may have issued other reports that are inconsistent with and reach different conclusion from the
information presented in this report.

Neither the Research Analysts nor Ajcon Global Services Ltd. have been engaged in market making activity for the
companies mentioned in the report.

We submit that no material disciplinary action has been taken on Ajcon Global Services Ltd. by any Regulatory Authority
impacting Equity Research Analysis activities.

Analyst Certification

I, Akash Jain MBA (Financial Markets), research analyst, author 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.
I also certify that no part of compensation was, is, or will be directly or indirectly related to the specific recommendation(s)
or view (s) in this report.

For research related queries contact:

Mr. Akash Jain - Vice President (Research) at, 022-67160431 (D)

CIN: L74140MH1986PLC041941

SEBI registration Number: INH000001170 as per SEBI (Research Analysts) Regulations, 2014.

Website: www.ajcononline.com

Registered and Corporate office
408 - (4™ Floor), Express Zone, “A” Wing, Cello - Sonal Realty, Near Oberoi Mall and Patel’s, Western Express Highway, Goregaon (East),
Mumbai - 400063. Tel: 91-22-67160400, Fax: 022-28722062
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