
Our Large Rhino pick for the month of April is Cipla, the third largest pharma company in India with an estimated market share of 
around 4.7 per cent. It is engaged in development of medicines for treatment of respiratory, cardiovascular diseases, arthritis, dia-
betes, weight control and depression. The company has established a robust domestic franchise with leadership in the respiratory 
segment. It has five manufacturing facilities dedicated to respiratory products. It continues to expand its presence in other chronic 
therapies such as cardiology and urology, backed by consistent product launches and improving sales force productivity. An estab-
lished domestic market presence contributes high stability to Cipla’s overall operating profitability. The company is one of the world’s 
largest producers of low-cost antiretroviral drugs for AIDS. Cipla’s major revenue comes from India (39 per cent in FY18) and it is now 
expanding its presence in North America (17 per cent revenue in FY18 vs 8 per cent in FY15). The SAGA region (South Africa private 
market and Cipla global access) is the second largest revenue generator for Cipla with 22 per cent share of overall sales. Cipla’s 44 
manufacturing sites around the world produce 50 dosage forms and 1,500-plus products to cater to more than 80 markets.

Collaboration with Pulmatrix marks Cipla’s entry into specialty respiratory segment : Recently, Cipla 
Technologies LLC, a wholly-owned subsidiary of Cipla and Pulmatrix entered into definitive agreement for the development and 
commercialisation of Pulmazole, an inhaled formulation of itraconazole for the treatment of allergic bronchopulmonary aspergillosis 
(ABPA) in patients with asthma. According to the management, with Pulmazole Cipla will foray into the branded respiratory space and 
will serve a vital unmet medical need for the treatment of ABPA, a condition that possibly impacts over two million patients world-
wide, but has no labelled drug. Cipla will make upfront payment of USD 22 million and will receive 50 per cent of future cash flows 
and it will also incur 50 per cent of the development cost post Phase-II trial. Currently, the drug has completed Phase-I trial and will 
commence Phase-II trial soon. The company’s management sees a peak sales potential of USD 1.3 billion in ABPA asthma in the US.

Well-poised to maintain its leadership position : Over the past few years, Cipla has invested and build robust do-
mestic respiratory portfolio which has helped the company to become market leader with around 67 per cent market share in the 
inhalation segment. The respiratory therapy segment contributes nearly 35 per cent to total domestic sales of the company. Cipla’s 
strong presence in the respiratory segment can be attributed predominately to broad marketing and strong distribution network. 
The respiratory products offer high margins and are difficult to develop because of the complexity, thereby acting as a sort of entry 
barrier. There are around 9 crore patients who are suffering from respiratory illnesses and, out of these, only one crore patients get 
proper treatment, which provides enormous opportunity for future growth. Besides, in India, only 30 per cent of the patients use 
inhalers as against around 70 per cent globally. Thus, we believe being a market leader in this space, Cipla is well-poised to reap the 
benefit of the opportunity in the respiratory market.

US business to be key growth driver : The North America accounts for a lion’s share in the global respiratory market. 
However, majority of the US respiratory inhaler products are still under patent protection, while the generic products enjoy only a 
small share in the overall pie. We believe the launch of generic inhaler products would help Cipla to capitalise this enormous op-
portunity. The company aims to launch one inhaler product every year in the US, starting from Albuterol in FY20 and Advair in FY21. 
The company’s management sees USD 100 million revenue from each of the key products. Over the last few years, the company has 
been successfully scaling up its business in North America (17 per cent revenue in FY18 vs 8 per cent in FY15). Further, at present, the 
company has strong pending approvals of around 68 ANDAs (Cipla 40, Invagen 22, partnered 4 and PEPFAR 2) in the US. Thus, the US 
business is going to be a key growth driver for the company’s growth going ahead.

Financial : Looking at its financial performance for Q3FY19, the company posted net sales of Rs 2,754.08 crore in Q3FY19, down 
from Rs 2,892.44 crore posted in Q3FY18, thus witnessing a decline of 4.78 per cent. EBITDA came in at Rs 486.08 crore in Q3FY19, 
posting a contraction of 28.45 per cent from Rs 679.4 crore reported in the same quarter of the previous year. EBITDA margin for the 
quarter stood at 17.14 per cent. The PAT came in at Rs. 295 crore in Q3FY19 as against Rs 418.54 crore in Q3FY18, posting a 29.44 per 
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cent fall on a YoY basis, while net profit margin dipped to 10.42 per cent.

Valuation and outlook : The company’s focus on high margin, fast growing respiratory market where competition is low 
would enable it to clock healthy growth in the years to come. Further, scaling up the US business will provide more headroom for 
Cipla to surpass the industry growth. In terms of return ratios, the company’s ROCE and ROE stand at 10.2 per cent and 10.7 per cent, 
respectively. In terms of valuation, the stock of Cipla is presently available at P/E multiple of 33.7x on TTM earnings, as against the 
five-year median P/E of 37.4x. However, this valuation does not provide any room for error. Looking at the enormous opportunity 
and the company’s leadership position, we recommend a BUY on the stock with potential target of Rs. 670, representing potential 
upside of around 21 per cent.

**Track calls using our new investor app

Inc/Exp Statement(Standalone) (Rs in Crore)
Description 201803 201703 201603 201503 201403

Net Sales 11389.90 10768.49 11950.69 10131.78 9456.90
Total Income 11724.78 10898.34 12230.99 10279.69 9737.18
Total Expenditure 9194.35 9172.23 9897.26 8170.47 7467.37
PBIDT 2530.43 1726.11 2333.73 2109.22 2269.81
PAT 1468.52 974.94 1462.30 1181.09 1388.34
Dividend % 150.00 100.00 100.00 100.00 100.00
Adj. EPS(Rs) 18.24 12.12 18.20 14.71 17.29

Quarter On Quarter (Standalone) (Rs in Crore)
Particulars 201812 201809 Q on Q Var% 201712 Y on Y Var%

Net Sales 2754.08 3035.62 -9.27 2892.44 -4.78
Total Expenditure 2349.12 2522.65 -6.88 2290.55 2.56
PBIDT (Excl OI) 486.08 572.06 -15.03 679.40 -28.45
PAT 295.32 568.47 -48.05 418.54 -29.44
PBIDTM% (Excl OI) 17.14 18.49 -7.30 22.88 -25.09
PBIDTM% 19.86 28.18 -29.52 24.25 -18.10
PATM% 10.42 18.37 -43.28 14.09 -26.05
Adj. EPS(Rs) 3.67 7.06 -48.02 5.20 -29.42


