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Ep—— We recently met the management of Torrent Pharma (TRP) to understand the outlook
of core segments in further details.
Bloomberg TRPIN m  We were enthused with TRP’s efforts to not only scale-up, but also improve
Equity Shares (m) 338 A (- q q .. .
profitability of the Curatio portfolio. Apart from enhancing its presence in derma
M.Cap.(INRb)/(USDb) 710.9/8.5 h it has fi d | drive b h ind hi
52-Week Range (INR) 2182 / 1446 therapy, it has firmed up levers to drive better-than-industry growth in
1,6, 12 Rel. Per (%) -3/5/16 prescription-led portfolio.
12M Avg Val (INR M) 612 M Following the initial success in the OTC program for the India market, TRP intends
Free float (%) 28.8 to scale up activities through new launches and marketing efforts.

. . B TRP has also strengthened its MR force and product launches to outpace the
Financials Snapshot (INR b)

Y/E MARCH FY23 FY24E FY25E Brazilian market and drive better margins as well.

Sales 95.8 108.4 124.6 M Following the clearance of the Dahej site by USFDA on the regulatory front, a
EBITDA 283 343 400 gradual uptick in the US generics business is anticipated.

Adj. PAT 126 170 224 m Compared to 10%/15%/10% sales/EBITDA/PAT CAGR over FY18-23, TRP is

EBIT Margin (%) 221 243 254 expected to deliver 14%/18%/29% sales/EBITDA/PAT CAGR over FY23-26, led by

EPS (INR)* 37.2 501 66.3 . ) . . R . .
EPS Gr. (%) 83 347 324 16% sales CAGR in branded generics (DF/Brazil), 11% sales CAGR in US generics,
BV/Sh. (INR) 183.1 2463 492.7 and 300bp margin expansion. We value TRP at 28x 12M forward earning to arrive
Ratios at a price target of INR2,160. We maintain a Neutral stance on limited upside from
Net D:E 09 05 04 the current levels.
RoE (%) 207 233 269
RoCE (%) 139 16.6 20.2 . R - a
Payout (%) ze8 361 36, DOmestic Fonu!a‘tlon (DF) - building multiple levers of
Valuations growth/profitability
P/E (x) 565 419 31.7 B TRP’sintensified efforts have boosted Curatio’s profitability from 25% (at the
EV/EBITDA (x) 268 212 182 time of acquisition) to 40%. Considering growth in existing brands and the
Div. Yield (%) 05 07 03 introduction of new ones, there is a potential to further enhance profitability
FCF Yield (% 27 37 36 -
leld (%) by an additional 200bp over the next 12M.

EV/Sales (x) 79 67 58 ] . . . .
* Cons. Adj. m  Unlike other therapies, the organic growth trajectory entails an extended
Shareholding pattern (%) gestation period. Hence, TRP expanded its presence in this therapy through
As On Sep-23 Jun-23 Sep-22 the M&A route, thereby acquiring Curatio.
Promoter 71.3 71.3 71.3 . L. .
Dl 3.0 83 95 M Given the robust prescription growth observed for specific products
Fil 132 128 114 (shelcal/Uni-enzyme/Tedibar) and strong brand recall, TRP has introduced
Others 7.6 7.6 7.9 these products into the OTC space. Currently, TRP deploys a field force of 230
Fil Includes deposit ipt . S

neludes depository receipts individuals for promotional activities. Anticipating a 16% CAGR, we forecast
Stock Performance (1-year) TRP’s sales to reach INR77b over FY23-26 within this segment.
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TRP has an MR team comprising 319 members dedicated to the Brazilian
market, primarily focusing on the CNS and cardio-diabetes segments.
Considering the sales of INR10b over the past 12M, the current MR productivity
stands at INR2.6m per month. Recent addition of 10-15 MRs will fortify the MR
force adequately to drive growth over the next 2-3 years.

The streamlined approval process is anticipated to facilitate the growth
momentum through new launches in Brazilian markets. Notably, the market
witnessed a 20% growth in 1HFY24. TRP aims to outperform the industry by at
least 300 basis points, driven by sustained marketing efforts and introduction of
new products. There is also a scope of adding newer therapies for the Brazilian
market. We expect 16% sales CAGR for TRP to reach INR14.3b in the Brazil
market over FY23-26.

Europe- New tender’s/OTC initiatives to support growth prospects

In addition to tender wins and generics business in EU, TRP has made
investments to develop its OTC business within the EU market. Presently, this
segment contributes 8% to the overall sales and TRP aims to escalate this to 15%
within a three-year period. TRP currently deploys a field force of around 20
individuals dedicated to promotional activities in the OTC segment.

US- Growth prospects revive with successful compliance

The overall investment in the oncology facility amounted to INR3b. From current
annualized US sales run-rate of USD146m, the scale-up of business from Dahej
and injectables is anticipated to drive US sales over the next two years. We
expect 11% sales CAGR in US generics to INR15.7b over FY23-26.

Valuation and View

While the earnings CAGR was moderate at 10% over the past five years, TRP
geared up to deliver 29% earnings CAGR over FY23-26 on the back of a)
increased MRs/additional marketing activities/OTC program for DF, b) product
launches/higher MR count for the BRAZIL market, c) building ANDA pipeline for
the US generics market.

We continue to value TRP at 28x 12M forward earnings to arrive at a price
target of INR2,160. We maintain our Neutral stance on the stock on limited
upside from current levels.
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Exhibit 1: Valuation snapshot of our coverage companies

Company Reco  MCap EPS (INR) EPS Gr. YoY (%) PE (x) EV/EBITDA (x) ROE (%)

(USDB) FY23 FY24E FY25E FY24E FY25E FY24E FY25E FY24E FY25E FY23 FY24E FY25E
Ajanta Pharma Buy 3.0 49.2 61.4 733 247 194 321 268 232 201 18.7 21.2 21.6
Alembic Pharma Neutral 1.7 21.9 286 33.8 31.0 18.2 26.6 22.5 16.5 13.8 8.3 12.1 12.9
Alkem Lab Neutral 6.6 106.0 149.2 173.0 40.7 159 312 269 266 23.0 143 18.4 18.5
Aurobindo Pharma Neutral 7.3 38.4 52.3 58.2 36.2 11.2 19.6 17.6 10.9 9.4 8.7 10.8 10.9
Biocon Neutral 3.5 6.2 7.2 13.1 14.9 82.5 33.9 18.6 13.5 9.7 5.7 4.7 8.3
Cipla Buy 11.7 37.8 47.4 53.4 25.7 12.5 25.8 22.9 15.6 13.5 13.3 14.6 14.3
Divi's Lab. Neutral 12.1 64.9 63.0 83.7 -2.9 330 594 447 420 333 14.1 12.5 15.1

Dr Reddy's Labs Neutral 11.5 2447 296.7 308.8 21.2 4.1 19.5 18.7 11.7 10.5 19.3 19.5 17.2
Eris Lifescience Neutral 1.5 27.8 33.7 347 21.4 2.7 27.2 26.5 17.0 14.0 18.6 19.6 17.4

Gland Pharma Buy 3.6 50.4 54.4 65.7 7.8 21.0 33.3 27.5 20.1 16.6 11.0 10.6 11.5
Glenmark Pharma  Neutral 2.6 13.2 246 393 86.2 59.8 31.6 19.8 10.8 9.0 4.0 7.0 10.1
Glaxosmit Pharma  Neutral 3.4 35.9 381 421 6.1 10.5 444  40.2 31.6 28.4 32.7 30.8 304
Granules India Buy 1.1 21.6 20.7 29.0 -4.1 40.0 18.8 13.4 10.7 8.2 19.3 16.3 19.2
Ipca Labs. Neutral 3.5 20.8 25.7 37.2 23.8  44.7 44.5 30.8 22.6 17.1 9.3 10.7 13.9
Laurus Labs Buy 2.4 14.8 9.1 16.9 -38.2 845 41.1 22.3 18.4 12.6 21.5 11.6 18.7
Lupin Sell 6.8 8.6 347 39.0 302.8 123 363 323 18.5 16.3 3.2 11.9 11.9
Solara Active PharmaBuy 0.1 -6.2 -9.4 4.8 Loss LP NM 69.6 15.1 11.1 -1.5 -2.3 1.2
Sun Pharma.lnds.  Buy 35.4 35.8 394 46.6 10.3 18.2 314 26.6 22.7 18.8 16.6 15.8 16.4
Torrent Pharma. Buy 8.7 37.2 50.1 66.3 347 324 419 317 216 184 20.7 23.3 26.9

Zydus LifeScience  Neutral 7.8 22.4 326 322 45.4 -1.1 19.4 19.7 12.4 12.2 13.3 17.3 14.7
Source: MOFSL, Company
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DF: building multiple levers of growth/profitability

B TRP has not only gained meaningful presence in dermatology therapy through Curatio,

but it has considerably improved the profitability of derma portfolio since acquisition.
B Additionally, initial success in OTC campaign would entail increased focus in scaling up
the OTC segment apart from outperforming industry in base therapies.
B Accordingly, we expect 16% sales CAGR in the DF segment over FY23-25.

Superior execution driving profitability of Curatio

m  Unlike growing organically where gestation period is long, TRP expanded its
presence in dermatology through acquisition of Curatio in Sept’22.

m  All the top 10 products have grown in double digits except Clinmiskin, Permite,
and Percile, supported by the volume growth, as per IMS.

m Tedibar, the largest brand of the Curatio, has reached annual sales of INR1.1b,
registering a 22% CAGR over the last four years, supported by double-digit
volume growth. Following the acquisition of Curatio, the flagship brand has
experienced remarkable growth, registering a robust increase in the mid-high
30s in terms of sales and achieving a double-digit volume growth.

Exhibit 2: All the top 10 brand of Curatio, except Permite, are driving the growth

Val rowth (9 Volume Growth (¥
Curatio brands MAT Oct'23 4 year alue Growth () 4 year eume growth (4
Sales (INR m) CAGR % 1 Year 3m im CAGR % 1Year 3M im

Tedibar 1076 22.3 34.0 37.2 37.9 14.6 15.1 13.7 14.3
Atogla 287 14.0 17.0 5.3 7.2 9.1 9.3 -4.2 -4.5
Spoo 150 11.7 10.9 0.8 1.0 8.6 4.8 -7.6 -7.5
Clinmiskin 102 -2.3 16.2 25.0 25.4 -7.8 5.2 10.7 14.3
Permite 93 1.5 -12.9 -26.0 -21.4 -1.7 -15.3 -16.6 -18.0
Perlice 89 0.1 2.5 -15.9 -5.6 -2.2 3.4 4.1 12.0
Acnemoist 86 26.1 41.5 33.6 52.6 18.8 31.3 221 39.5
Tracnil 84 28.1 6.9 -9.2 -7.8 24.5 2.4 -16.9 -15.6
Proanagen 83 21.0 8.5 -9.7 -15.5 125 4.1 -11.7 -11.2
B4 Nappi 81 20.6 19.7 22.0 26.5 15.5 9.8 6.2 9.7

Source: MOFSL, IQVIA

m  Trancil is the fastest growing brand, clocking a 42%/34% value growth over the
last 1 Yr/3M, supported by superior volume growth.

m  However, Permite/Clinmiskin/Perlice has underperformed compared to other
brands both in terms of value and volume growth.

Exhibit 3: For Curatio, growth was driven by price hike supported by volume growth over
past one year

MAT OCT'21 MAT OCT'22 MAT OCT'23

23.6

9.9
8.3

48 4.2 5.5
14 10 o5

Price Growth Volume Growth New Launches Growth

Source: MOFSL, IQVIA
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® In addition to volume, price has become an important lever of growth for the
Curatio portfolio for TRP.

m  TRP’s heightened efforts have resulted in enhancing Curatio’s profitability from
25% (at the time of acquisition) to 40%. Considering growth in existing brands
and the introduction of new ones, there exists a potential to further improve
profitability by 200bp over the next 12 months.

Cardiac is TRP’s biggest therapy, Superior performance in diabetes/gastro/CNS offset by moderate show in

contributing 27% to DF sales cardiology for base portfolio

m  TRP’s DF business (54% of 1HFY24 revenues) grew in line with IPM growth on
MAT Oct’23 basis. While on a reported basis, TRP’s DF sales grew 18% YoY for
12M ending Sep’23.

m  TRP delivered 18%/13.5%/12% YoY growth in anti-diabetes/CNS/Gastro-
intestinal over the past 12M as per IMS. Cardiac therapy registered moderate

27%

- 18% YoY growth of 9% over the past 12M.
15%
CARDIAC Exhibit 4: Superior performance on the back of Gastro/CNS/Pain
GASTRO INTESTINAL Share MAT Growth (%) 3mM* Oct'23
NEURO / CNS Total 100.0 11.5 10.5 16.4

VITAMINS/MINERALS/NUTRIENTS

Cardiac 26.5 9.2 7.8 13.4
= ANTI DIABETIC G | inal 17.5 12.0 12.4 18.4
 PAIN / ANALGESICS astro Intestina . . . .
= Others Neuro / Cns 14.6 135 11.3 18.6
Vitamins/Minerals/Nutrients 10.1 11.6 9.7 17.3
Anti-Diabetic 8.5 17.9 16.1 21.8
Pain / Analgesics 8.4 10.8 11.8 16.5

Source: MOFSL, IQVIA

m  TRP has registered a revenue CAGR of 6.5% over MAT Oct’20-23 due to superior
performance of Acute therapies (46% of DF sales), 270bp higher than IPM,
which is offset by underperformance in Chronic therapy (54% of DF sales),
180bp lower than IPM.

m  Over the past 12M, TRP’s acute/chronic therapies exhibited 11.7%/11.3% YoY
growth compared to 11%/12% at the industry level.

Exhibit 5: TRP has 54% of its sales from chronic therapies

Acute as % of total sales O MATVALUE GR Oct 23

18.4
148 . 14.9 1(5)-9 g 1000 O s
115 109 115 118 O o O s . 119 o 11.4 (o)
O o O O 8.5 o) 8.1 07 s 967 o O 85
(o] (o) ' 6.3 o
o (o}
484 553 400 65.4 83.0 37.9 351 460 639 69.1 59.1 94.5 72.9 56.6 67.8 69.7 439 52.0 589
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Source: MOFSL, IQVIA
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Shelcal franchise steering the growth for base portfolio

m  Shelcal (Calcium combinations) and Shelcal Xt is the largest brand franchise for
TRP with strong outperformance (10%/33% sales CAGR over MAT Oct’20-23)
against industry sales CAGR of 10%.

m The Chymoral Forte brand is one of TRP’s largest brands with a market share of
3.5%, spearheading growth in Pain therapy with 19% sales CAGR over MAT
Oct’20-23. Chymoral Forte has outperformed the IPM by 660bp over MAT
Oct’23.

m  Nexpro brand prescribed for acid reflux, peptic ulcer disease, and other
problems in the food pipe has also strongly outperformed the therapy. TRP has
clocked a sales CAGR of 21% for this brand compared with VMN industry CAGR
of 10% during MAT Oct’20-23. Currently, TRP has a 2.9% market share in
Nexpro.

Exhibit 6: Chymoral Forte and Shelcal XT delivered superior performance over past 12M

MAT Oct'23 Growth (%)
Drug Therapy Value Growth Mkt Last Oct'23
(|NR m) (%) Share (%) 3M
Total 71,757 11.5 100.0 10.5 16.4
Shelcal VMN 4,310 7.6 34.1 3.1 9.7
Chymoral Pain / Analgesics 2,919 18.8 89.2 19.1 23.3
Shelcal Xt Gastro Intestinal 2,037 28.2 16.5 31.5 38.1
Nexpro-Rd VMN 1,990 16.4 28.3 13.2 20.1
Nikoran Cardiac 1,853 14.1 52.6 14.4 17.3
Unienzyme Gastro Intestinal 1,489 9.0 39.7 11.8 17.1
Nebicard Cardiac 1,363 9.0 54.2 6.9 12.6
Losar Cardiac 1,263 8.6 57.9 1.8 8.9
Veloz-D Cardiac 1,229 11.2 10.1 13.1 14.7
Azulix-Mf Anti Diabetic 1,189 -1.4 3.6 -4.7 -0.5
Source: MOFSL, IQVIA
Price/new launches continue to drive growth of base portfolio in DF
m The growth in revenues for TRP has been driven by consistent price growth and
new product launches. The price growth has been higher than IPM over the past
six quarters.
Exhibit 7: Volume growth lagging IPM - Volume Growth Exhibit 8: Price growth consistent - Price Growth
23.0 —O—TRP —O—IPM —O=TRP =O=PM 6
8.0 8.0 8.0 8.1

S| = y N S N ~ R N N 8 N N N
c Q (8] o c a o c Q 3] o c o o
= & & 2 2 & 4 : ¢ & 3 3 & 3
T = ! s S =
=z 2 3 3z =z z 5 : : : 3 z =z
Source: MOFSL, IQVIA Source: MOFSL, IQVIA
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Exhibit 9: New Products growth largely above IPM

Torrent Pharma

Exhibit 10: Total growth outpacing the IPM

New Product Growth
7.7

—O—TRP —O—IPM Total Growth —O—TRP —O—IPM

130 104
— — — ~ o~ o~ o~
— — — ~ o~ o~ o~ ~ ~ ~ o~ ~N ~N ~
o~ o~ o~ N o~ o~ o~ c a [8) < c o Q
c Q 8] . c Q o = [ GJ © > (] <D
s § & & 5 § & : f : I £ £ 3
S %2 5 3z 2 B 3 L R
Source: MOFSL, IQVIA Source: MOFSL, IQVIA

Consumer health segment, the next growth driver over long term

Considering strong growth on the prescription front for shelcal and strong brand
recall, TRP has also introduced this product in the OTC space.

In FY23, TRP forayed into the consumer health segment by introducing Shelcal-
500. To increase Shelcal sales, TRP has initiated campaigns aimed at raising
awareness about calcium needs.

TRP is witnessing strong traction in the sales of Shelcal-500 through digital
media, e-commerce engagements, and campaigns. Also, the company has
launched a National media campaign for Shelcal-500 by the end of 2QFY24.
Currently, the company has 230 individuals in its field force for promotional
activities in this segment.

Given that the firm is seeing significant growth in the media industry relative to
the non-media sector, TRP has launched more products in the OTC space,
including Tedibar, Unienzyme, and Ahaglow.

Focus on improving MR productivity
m  The MR productivity has increased from INR4.9L PCPM in FY18 to INR7.6 PCPM

in FY23.
After a rationalization of MRs in FY21, there has been a subsequent 52%
increase in MRs over FY21-24 till date.

Exhibit 11: 41% YoY increase in the number of MRs in FY23

Number of MRs —O—PCPM (INR Lac/Month/MR)
9.2

8.7

4000 4350 4000 3600 3900 5500

FY18 FY19 FY20 FY21 FY22 FY23

Source: MOFSL, Company
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m  We anticipate the MR productivity to improve further going forward with
sustained brand recall and enhanced benefits from marketing activities by MRs.

Well-placed to outperform industry with 16% sales CAGR over FY23-25

m  DF sales registered a 16% CAGR to INR50b over FY18-23, compared to industry
growth of 10.4% during a similar period. Particularly for 1HFY24, TRP delivered
9.3% YoY growth compared to industry growth of 9.3%.

m  Through a strategic partnership with Boehringer Ingelheim, TRP is strengthening
its position in the cardiovascular and diabetes markets. It is also diversifying its
business by entering the gynaecology and urology segments.

Exhibit 12: Expect sales to register 16% CAGR over FY23-25

Domestic business (INR b) —O—YoY Growth (%)
37.6

19.8 23.5 32.3 35.2 37.4 42.9 49.8 58.3 67.6

FY17 FY18 FY19 FY20 Fy21 FY22 FY23 FY24E FY25E

Source: MOFSL, Company

m  Further, it is strengthening its position in Derma through Curatio and expanding
its presence in the cosmetic derma segment. Additionally, TRP is well positioned
to capture the market share through high potential molecule and innovative
products.

B We expect the growth for TRP to be driven by continued price increases, volume
growth on the back of MR additions, and new launches. Accordingly, we expect
16% CAGR sales growth for DF to INR68b over FY23-25.
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Recovery in EU/specialty play in Brazil to fuel growth
over long term

TRP has been a consistent outperformer in Brazil on account of superior execution.
Interestingly, the industry growth has also picked up over the past two years on
account of faster product approvals.

This supported with increased MR base is expected to further bolster the outlook of
TRP in the Brazilian market.

Germany business has been flat over FY15-22, while in FY23, the revenue declined due
to supply chain issue, loss of tender, and pricing erosion. However, new tender wins,
new launches, and expansion of the OTC segment might aid recovery in business.

We expect that the combined Brazil, Europe, and ROW market to have ~13% sales
CAGR over FY23-25 on the back of new launches and increase in market share.

Specialty branded business to pave the path of growth in Brazil

m  The market is evenly spread across the innovator, branded generics and
generics-generic, however, due to lower penetration of insurance and spend by
government toward healthcare, the branded generic market is growing faster
than other markets.

m  TRP has outpaced the Brazilian market in Constant Currency (CC) terms
particularly in FY19-21. However, in INR terms, the TRP registered a decline due
to currency headwinds.

m  Over the past two years, the TRP showed better growth than the market
because of new launches, higher MR productivity, and major brands such as
Rosuvastatin, Donepezil, Desvenlafaxine, and Rivaroxaban steadily gaining
market share. Currency tailwinds further supported growth in INR terms.

B In 1HFY24, TRP outperformed the market by 100bp in CC terms, while in INR
terms, it grew 20%.

Exhibit 13: TRP has outperformed Brazilian market in CC Exhibit 14: ...but currency depreciation impacted growth in
terms... INR terms over FY19-21
Torrent growth % (CC terms) ==O=Brazil Industry growth % Torrent growth % (INR terzn;s(:
15.0 14.0 177
12.0 11.0 05
>0 12.0
10.0 89 10.1 95 g g 20%_
-2.9
8.0
Y19 Y20 Fy21 Fy22 V23 1HFY24 FY19 FY20 Fy21 FY22 FY23  1HFY24
Source: MOFSL, Company Source: MOFSL, Company

m  The new launches are anticipated to boost TRP’s expansion in this market due to
ease in clearance process. It expects to outperform industry by at least 300bp
on the back of consistent marketing initiatives and new launches.

® In addition to adding new therapies, TRP plans to introduce four more products

in 2HFY24. With a monthly output of INR2.6m per month, TRP now employs 319
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MRs in Brazil. It believes that this sales force will be adequate for growth over

the next two to three years.
Accordingly, we expect the revenue to clock a 16% CAGR over FY23-25 to reach

INR12.5b.

Steady revival of the Germany business

The Germany business was flat over FY15-22 and further deteriorated in FY23.
Particularly, in 1HFY23, sales was affected by loss of high value tenders.

The Covid disruptions led to the decline in sales in FY22.

The decline in sales during FY20 was attributed to the up-gradation of SOP
documents, which led to challenges in product supply specifically in Germany.

Exhibit 15: Germany sales declining from FY19 onwards in constant currency terms

Germany revenues (EURO M) YoY Growth (%)

9.7 8.6

4.0 3.0 3.1

-1.2
-3.6 -3.9

-10.3 8.9

119 107 110 121 125 120 119 114 104 49

FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23  1HFY24

Source: MOFSL, Company

However, TRP has exhibited high single-digit growth in constant currency terms
in the Germany segment, led by new tender wins.

New tenders are expected to bolster further growth 4QFY24 onwards.
Additionally, TRP is focusing on cost optimization to improve competitiveness in
tender business and new launches in non-tender business.

TRP has made investments to develop its OTC business within the EU market.
Presently, this segment contributes 8% to the overall sales and TRP aims to
escalate this to 15% within a three-year period. TRP currently deploys a field
force of around 20 individuals dedicated to promotional activities in the OTC
segment.

We expect TRP to deliver a 13% CAGR to reach INR12.7b from FY23-25 based on
new tenders and product launches.

7 December 2023
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Incremental opportunity in ROW market

®  During FY17-22, the ROW market has registered a 13% CAGR (10% of the total
sales), primarily attributed to robust brand positioning strategies and successful
launches of new products.

Exhibit 16: Sales expected to register 13% CAGR from FY23-25

RoW Business —O—YoY Growth (%)

58.3

4.8 5.2 6.9 7.8 8.2 8.7 10.2 11.2 12.8

FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24E FY25E

Source: MOFSL, Company

B ROW markets is a mix of regulated and semi-regulated markets comprising of
Russia, CIS, South East Asia, Asia Pacific, Africa, Middle East, and Central
America. TRP’s product in the therapeutic areas of diabetic, Cardiac, and CNS
are promoted and supported by the sales and support team of over 450 people.

B Management is focusing on the ROW market as the next engine growth driver
for the future, on the back of new launches and market share gain.

m  We expect revenue CAGR of 12% to reach INR12.8b, aided by the introduction
of new products, market share gain, and expansion into new geographical
markets.
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US: Growth prospects revive with successful compliance

US sales have declined 86% on a compounded basis over FY17-FY23.
With compliance in place at the Dahej plant, we anticipate a gradual increase in the
approval of pending ANDAs.

m  Additionally, the upcoming launch of the new oncology facility and the expansion of
product offerings into injectables, creams, and ophthalmic products are expected to
significantly enhance growth prospects.

TRP continues to implement efforts to resolve regulatory issues at the Indrad site.
Accordingly, we expect US sales to have ~10% sales CAGR over FY23-25.

US business to pick up gradually due to new approvals from Dahej and onco

facility

m  TRP’s US business deteriorated and reduced to USD138m in FY23 from
USD201m in FY17, due to compliance issues and severe price erosion in the base
portfolio.

m Having said this, despite lack of potential approvals and increased intensity of
price erosion, TRP has maintained its annual sales run-rate of USD140m over the
past two years. It garnered USD68m sales in 1HFY24.

m  While working to resolve the regulatory issues, TRP has filed around 55 products
over the last five years.

B TRP expects the approval pace to improve with compliance in place at the Dahej
plant.

Exhibit 17: US sales to register a CAGR of 10% over FY23-25

US Revenues (USDm) ==O=YoY Growth (%)

34.2

5.5 15.2

158 -8.9 1179  -165 2.8

-51.2
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FY17 FY18 FY19 FY20 Fy21 FY22 FY23 FY24E FY25E

Source: MOFSL, Company

m  TRP has invested ~INR3b in oncology facility. It has received approval from the
European authority and USFDA and is preparing for commercialization of the
products.

®  From the current run rate of USD138m on annualized basis, management is
focusing on injectables, ophthalmic, creams and ointments, and oncology
products to further scale up the US revenue over the next two years.

m  Accordingly, we expect TRP to deliver ~10% sales CAGR over FY23-25 to
usD168m.
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Exhibit 18: Valuation snapshot of all the domestic players

Company Reco MCap EPS (INR) EPS Gr. YoY (%) PE (x) EV/EBITDA (x) ROE (%)
(USDB) FY23 FY24E FY25E FY24E FY25E FY24E FY25E FY24E FY25E FY23 FY24E FY25E
Ajanta Pharma Buy 3.0 49.2 614 733 24.7 19.4 321 26.8 23.2 20.1 18.7 21.2 21.6
Alembic Pharma Neutral 1.7 21.9 28.6 33.8 31.0 18.2 26.6 22.5 16.5 13.8 8.3 12.1 12.9
Alkem Lab Neutral 6.6 106.0 149.2 173.0 40.7 15.9 31.2 26.9 26.6 23.0 14.3 18.4 18.5
Aurobindo Pharma Neutral 7.3 38.4 52.3 58.2 36.2 11.2 19.6 17.6 10.9 9.4 8.7 10.8 10.9
Biocon Neutral 3.5 6.2 7.2 13.1 14.9 82.5 33.9 18.6 13.5 9.7 5.7 4.7 8.3
Cipla Buy 11.7 37.8 47.4 534 25.7 12.5 25.8 22.9 15.6 13.5 13.3 14.6 14.3
Divi's Lab. Neutral 12.1 64.9 63.0 83.7 -2.9 33.0 59.4 447 42.0 333 14.1 12.5 15.1
Dr Reddy's Labs Neutral 11.5 244.7 296.7 308.8 21.2 4.1 19.5 18.7 11.7 10.5 19.3 19.5 17.2
Eris Lifescience Neutral 1.5 27.8 33.7 347 214 2.7 27.2 26.5 17.0 14.0 18.6 19.6 17.4
Gland Pharma Buy 3.6 50.4 54.4  65.7 7.8 21.0 333 27.5 20.1 16.6 11.0 10.6 11.5
Glenmark Pharma  Neutral 2.6 13.2 246 393 86.2 59.8 31.6 19.8 10.8 9.0 4.0 7.0 10.1
Glaxosmit Pharma Neutral 3.4 35.9 38.1 421 6.1 10.5 444  40.2 31.6 28.4 32.7 30.8 30.4
Granules India Buy 11 21.6 20.7 29.0 -4.1 40.0 18.8 13.4 10.7 8.2 19.3 16.3 19.2
Ipca Labs. Neutral 3.5 20.8 25.7 37.2 23.8 447 44.5 30.8 22.6 17.1 9.3 10.7 13.9
Laurus Labs Buy 2.4 14.8 9.1 16.9 -38.2 845 41.1 22.3 18.4 12.6 215 11.6 18.7
Lupin Sell 6.8 8.6 347 39.0 302.8 123 36.3 323 18.5 16.3 3.2 11.9 11.9
Solara Active PharmaBuy 0.1 -6.2 9.4 4.8 Loss LP NM 69.6 15.1 11.1 -1.5 -2.3 1.2
Sun Pharma.Inds. Buy 35.4 35.8 394 46.6 10.3 18.2 314 26.6 22.7 18.8 16.6 15.8 16.4
Torrent Pharma. Buy 8.7 37.2 50.1 66.3 34.7 324 419 31.7 21.6 184  20.7 23.3 26.9

Zydus LifeScience  Neutral 7.8 22.4 326 322 45.4 -1.1 19.4 19.7 12.4 12.2 13.3 17.3 14.7
Source: MOFSL, Company

Exhibit 19: P/E chart Exhibit 20: EV/EBITDA chart
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Source: MOFSL, Company, Bloomberg Source: MOFSL, Company, Bloomberg
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Story in charts

Torrent Pharma

Exhibit 21: Expect Formulations CAGR of 14% over FY23-25

Exhibit 22: Expect EBITDA margin expansion of 260bp over
FY23-25

Formulations (INR b) CRAMS (INR b) EBITDA (INRb)  —O—EBITDA Margin (%)
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Source: Company, MOFSL

Exhibit 23: Expected 16.5% DF sales CAGR over FY23-25

Source: Company, MOFSL

Exhibit 24: US revenue to pick up from FY24 onwards
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Exhibit 25: Expect ~16% Brazil sales CAGR over FY23-25

Source: Company, MOFSL

Exhibit 26: Expect ~13% Europe sales CAGR over FY23-25
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Financials and valuations

Torrent Pharma

Income Statement (INRm)
Y/E March FY19 FY20 FY21 FY22 FY23 FY24E FY25E
Net Sales 76,100 79,390 80,050 85,080 95,820 1,08,356 1,24,570
Change (%) 26.8 43 0.8 6.3 12.6 13.1 15.0
EBITDA 19,490 21,700 25,010 24,310 28,288 34,349 39,987
Margin (%) 25.6 27.3 31.2 28.6 29.5 31.7 32.1
Depreciation 1,985 2,346 2,374 6,620 7,070 8,051 8,360
EBIT 17,506 19,354 22,636 17,690 21,218 26,297 31,627
Int. and Finance Charges 5,040 4,510 3,580 2,550 3,330 3,774 1,827
Other Income - Rec. 570 1,220 570 1,970 850 1,350 1,550
PBT before EO Expense 13,036 16,064 19,626 17,110 18,738 23,873 31,350
EO Expense/(Income) 3,220 0 160 4,850 267 0 0
PBT after EO Expense 9,816 16,064 19,466 12,260 18,471 23,873 31,350
Current Tax 1,260 1,620 2,740 4,490 6,110 6,922 8,902
Deferred Tax 0 0 0 0 0 1 2
Tax 1,260 1,620 2,740 4,490 6,110 6,923 8,904
Tax Rate (%) 9.7 10.1 14.0 26.2 32.6 29.0 28.4
Reported PAT 8,556 14,444 16,726 7,770 12,361 16,950 22,447
Adj PAT 7,228 9,496 12,680 11,617 12,581 16,950 22,447
Balance Sheet (INR m)
Y/E March FY19 FY20 FY21 FY22 FY23 FY24E FY25E
Equity Share Capital 850 850 850 850 1,692 1,692 1,692
Total Reserves 46,390 47,390 57,530 58,680 60,288 81,676 81,676
Net Worth 47,240 48,240 58,380 59,530 61,980 83,368 83,368
Deferred liabilities -3630 -4330 -4210 -4940 -5440 -5440 -5440
Total Loans 48,540 44,080 36,450 40,180 52,970 37,970 30,970
Capital Employed 92,150 87,990 90,620 94,770 1,09,510 1,15,898 1,08,898
Gross Block 99,848 1,02,918 1,02,848 1,04,548 1,27,128 1,29,628 1,32,631
Less: Accum. Deprn. 17,558 24,098 30,678 37,298 44,368 52,419 60,779
Net Fixed Assets 82,290 78,820 72,170 67,250 82,760 77,209 71,852
Capital WIP 4,790 7,120 8,710 6,720 8,330 8,330 8,330
Investments 50 40 440 440 450 450 450
Curr. Assets 50,380 50,070 55,220 51,650 53,140 70,918 75,919
Inventory 19,350 21,480 26,810 24,620 22,300 22,871 26,609
Account Receivables 14,360 16,490 15,230 16,330 19,440 22,755 27,405
Cash and Bank Balance 8,160 6,660 6,040 4,030 5,710 19,068 15,034
Loans & Advances 8,510 5,440 7,140 6,670 5,690 6,224 6,871
Curr. Liability & Prov. 45,360 48,060 45,920 31,290 35,170 41,009 47,653
Account Payables 38,330 40,490 37,910 23,490 27,300 31,319 35,780
Provisions 7,030 7,570 8,010 7,800 7,870 9,689 11,872
Net Current Assets 5,020 2,010 9,300 20,360 17,970 29,909 28,266
Appl. of Funds 92,150 87,990 90,620 94,770 1,09,510 1,15,898 1,08,898
E: MOFSL Estimates
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Ratios

Y/E March FY19 FY20 FY21 FY22 FY23 FY24E FY25E
EPS 21.4 28.1 37.5 34.3 37.2 50.1 66.3
Cash EPS 31.1 49.6 56.4 42.5 57.4 73.9 182.0
BV/Share 139.6 142.5 172.5 175.9 183.1 246.3 492.7
DPS 9.0 16.0 11.2 10.3 11.2 15.0 19.9
Payout (%) 43.0 45.1 27.4 54.0 36.8 36.1 36.1
Valuation (x)

P/E 98.3 74.8 56.1 61.2 56.5 41.9 31.7
Cash P/E 67.4 42.3 37.2 49.4 36.6 28.4 11.5
P/BV 15.0 14.7 12.2 11.9 11.5 8.5 4.3
EV/Sales 9.9 9.4 9.3 8.8 7.9 6.7 5.8
EV/EBITDA 38.5 34.5 29.6 30.7 26.8 21.2 18.2
Return Ratios (%)

RoE 15.5 19.9 23.8 19.7 20.7 23.3 26.9
RoCE 16.4 19.7 21.3 14.9 13.9 16.6 20.2
RolC 18.9 22.7 26.0 16.4 16.0 20.4 26.2
Working Capital Ratios

Asset Turnover (x) 0.8 0.9 0.9 0.9 0.9 0.9 1.1
Fixed Asset Turnover (x) 0.9 1.0 1.1 1.2 1.3 1.4 1.7
Debtor (Days) 65 71 72 68 68 71 73
Inventory (Days) 93 99 122 106 85 77 78
Working Capital Turnover (Days) -15 -21 15 70 47 37 39
Leverage Ratio (x)

Interest Cover Ratio 3.5 4.3 6.3 6.9 6.4 7.0 17.3
Debt/Equity 1.0 0.9 0.6 0.7 0.9 0.5 0.4
Cash Flow Statement (INR m)
Y/E March FY19 FY20 FY21 FY22 FY23 FY24E FY25E
Oper. Profit/(Loss) before Tax 11,794 18,410 17,634 18,880 25,540 31,925 39,710
Interest/Dividends Recd. 8,005 2,207 3,400 6,890 2,300 2,424 277
Direct Taxes Paid -2,812 -2,840 -1,760 -4,210 -3,980 -6,923 -8,904
(Inc)/Dec in WC 994 -3,858 -3,370 -3,530 -180 1,252 -2,392
CF from Operating incl EO Expense 17,981 13,918 15,904 18,030 23,680 28,678 28,692
(inc)/decin FA -6,605 -4,028 -3,340 -1,970 -4,150 -2,500 -3,003
Free Cash Flow 11,376 9,890 12,564 16,060 19,530 26,178 25,689
(Pur)/Sale of Investments 4,192 2,513 -1,150 -10 -20,000 0 0
CF from Investments -2,413 -1,516 -4,490 -1,980 -24,150 -2,500 -3,003
(Inc)/Dec in Debt -5,013 -3,129 -9,220 -8,140 12,430 -4,442 -21,342
Interest Paid -5,034 -4,854 -3,610 -2,580 -3,030 -2,424 -277
Dividend Paid -3,097 -7,185 -3,380 -6,770 -8,630 -6,120 -8,105
CF from Fin. Activity -13,145 -15,490 -12,354 -13,616 770 -12,819 -29,724
Inc/Dec of Cash 2,424 -3,088 -940 2,434 300 13,358 -4,035
Opening Balance 7,020 9,401 6,618 6,040 4,030 5,710 19,068
Add/(less) Forex in Cash/Cash eq -43 306 362 -4,444 1,380 0 0
Closing Cash and Cash Eq. 9,401 6,618 6,040 4,030 5,710 19,068 15,034
Bank balances* -1,241 42

Total Cash and Cash Eq. 8,160 6,660 6,040 4,030 5,710 19,068 15,034

Investment in securities market are subject to market risks. Read all the related documents carefully before investing
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