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Sector: Pharmaceuticals RESULT REVIEW Q3FY22 Declared On: 25 Jan 2022

Torrent Pharmaceuticals Limited

Please Turn Over

RECOMMENDATION SNAPSHOT

*CMP Initiation Price Target Potential Upside Recommendation MCap (Rsbn)

Rs3161 Rs2980 Rs3430 9% Hold 535

*as on 25th Jan, 2022

About the Company:

Incorporated in 1959, Torrent Pharmaceuticals Limited (Torrent Pharma) is a mid-sized generic player with a strong
presence in domestic and semi-regulated markets and growing presence in the regulated markets. It is ranked 8th in
the Indian Pharmaceuticals Market and is amongst the Top 5 in the therapeutics segments of Cardiovascular (CV),
Central Nervous System (CNS), and Vitamins Minerals Nutritionals (VMN). It is a specialty-focused company with 76%
of its revenues coming from India from chronic & sub-chronic therapies. It has presence in 40 countries and is ranked
No. 1 amongst the Indian Pharma companies in Brazil, Germany and Philippines. The company has 8 manufacturing
facilities (7 in India & 1 in the US), of which 5 are USFDA approved. With R&D as the backbone for its growth in
domestic and overseas market, Torrent Pharma has invested significantly in R&D capabilities with state-of-the-art
R&D infrastructure employing around 700+ scientists. The company has Mr. Samir Mehta as the Chairman.

Results: Quick Glance

e The total revenue for the quarter grew by 5.7%; Rs21,080mn as compared to Rs19,950mn in the same quarter last
year

o The EBITDA margin for the quarter under review stood at 25.5% as against 30.4% in the corresponding quarter of
last year

e The company reported a net profit of Rs2,490mn as against Rs2,970mn in the comparative quarter, essentially due
to the tax change that has happened during the year

e The EPS for the quarter under review stood at Rs14.8

e The company has announced an interim dividend of Rs25/- per equity share of Rs5/- each

Conference Call Highlights:

e The US base business price erosion impacted the revenues and performance during the quarter

¢ India Business: The revenues for the quarter came in at Rs10,720mn; growth of 15% on a y-o-y basis. The business
continues to be on a strong footing delivering significantly higher than market growth during the quarter. Growth
was driven by robust performance of top brands in all the focus therapies. Torrent reported a growth of 15% v/s the
IPM growth of 6% for Q3FY22. 16 brands of Torrent are a part of the top 500 in the IPM. The company continues to
foray its leadership in the chronic portfolio. For the quarter, the PCPM count stood at Rs9.9lakhs with an MR
strength of 3600. The company has indicated 400-500MR addition (half to be done in Q4FY22 and rest in Q1FY23)
(for the focus therapies, CV, CNS, gastro etc.; which would lead to 30-40% increase in coverage per division) The
breakup of India business growth reflected: 4.4% volume growth, 8% price and 3% new product launches. The
Trade generics business has stabilized with 2% to the total India business with the 1st phase of SKU launches done.
There were 10 new launches in Q3 across combination and extensions, and similarly in Q4, 10 more are expected of
which 2 have been already launched (Molnupiravir and Dydrogesterone)

International Business:

US Business: The revenues came in at Rs2,350mn; de-growth of 20%. The business was largely affected by the
higher than anticipated pricing pressure as well as prolonged delays in re-inspection of the US facilities on account
of the pandemic. In constant currency the sales were USD31mn. The sales were lower due to price erosion in the
base business and lack of new approvals pending re-inspection of facilities. The manufacturing facility at Levittown,
USA, was inspected by the USFDA during December, 2021 without any observation. As on December 31, 2021, 51
ANDAs were pending approval with USFDA and 7 tentative approvals were received. 2 ANDAs were approved
during the quarter. The company has initiated cost optimisation measures which should help the company get back
on track with respect to margins in the upcoming quarters. However, it believes that the share of the US business
would be in the decline mode unless fresh approvals are received. There are a few set of approvals with one of
them expected by Feb’22; Dapsone (Derma product) with USD135mn potential market with 2 players
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Conference Call Highlights (contd.):

e Brazil: revenues came in at Rs1,820mn v/s Rs1,730mn in Q3FY21; growth of 5%. In constant currency terms, the
growth witnessed was 8% at USD135mn. Growth was aided by market growth together with performance of top
brands and new launches. During the quarter, the company has launched a new division in the CNS segment. It has
launched Rivaroxaban molecule [brand name Acog], which has market size of ~USD800+ million. Strong momentum
is expected to continue in the growth

e Germany business: revenues came in at Rs2,370mn v/s Rs2,650mn in Q3FY21. Growth was impacted due to muted
market growth and increasing competition in the tender segment

e The one offs include the increase in the freight by 1% due Omicron surge led-disruption, which is expected to get
back to normal in a quarter or two. There was also 1% impact of failure to supply provisions made for the US
business of one of the products which is now discontinued. Manufacturing volumes were lower than planned which
led to under absorption of overheads, impacting the margins by 1%. The US generic pressure as well as under
absorption impacted the GM by ~2.4%. The GM are expected to get back on track by Q1FY23 with some reversal in
Q4FY22. The RM price increase also impacted the margins which was more towards the acute side

e For R&D spend, the company would stick to the historic levels of 6-7% of the overall revenues

e On the debt repayment, till date Rs7,500mn has been done with Rs9,000mn expected by March. For FY23 as well
similar figure of repayment is expected

Financials:
Performance (Q3FY22)

Q3FY22 Result (Rs mn) Dec-21 Dec-20 y-0-y Sept-21 g-o-q 9MFY22 | 9MFY21 y-o-y FY22E
[Total Revenue 21080 19950 5.7% 21370 (1.4%) 63790 60680 5.1% 85877
EBITDA 5380 6070 (11.4%) 6600 (18.5%) 18750 19030 (1.5%) 25763
Other Income 480 80 - 510 (5.9%) 1390 180 - 1651
Interest 620 910 (31.9%) 710 (12.7%) 2010 2850 (29.5%) 2818
Depreciation 1670 1670 - 1680 (0.6%) 5000 4930 1.4% 6701
Exceptional Items 0 0 - 0 - 0 0 - 0
[Tax 1080 600 80% 1560 (30.8%) 4180 2150 94.4% 5905
Net Profit 2490 2970 (16.2%) 3160 (21.2%) 8950 9280 (3.6%) | 11990

Outlook and Recommendations:

The company has reported flat sales with hit on the profits majorly led by the pull down by the US business. The
pricing pressure as well as the lack of new approvals and pending facility re-inspections has led to the drop in US
revenues. However, the company remains hopeful on the prospects of the US business once the re-inspections
happen and the pending product approvals start flowing in. On the other hand, the domestic business grew by 15%
higher than the IPM growth of 6% for the quarter. This should continue further with the addition of MRs to happen
going forward. While Brazil witnessed an uptick in revenues led by the market growth with performance of top
brands and new launches; Germany business was impacted due to muted market growth and increasing competition
in the tender segment. The impact on the gross as well as operating margins is attributed to the one offs elaborated
above which should settle majorly by Q1FY23. Thereby, the company is hoping for a pick up in the US business, with
India and Brazil continuing to show strong growth prospects. However, we have lowered our estimates to factor in
the sharp reduction in the price realisation of certain products (Nebivolol/Sartans) in the US, prolonged delays in new
approvals due to regulatory issues at Indrad/Dahej, and increased competition in the German business. We maintain
a Hold on the stock for a target of Rs3430.
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DISCLAIMERS AND DISCLOSURES-

Progressive Share Brokers Pvt. Ltd. and its affiliates are a full-service, brokerage and financing group. Progressive Share Brokers Pvt. Ltd. (PSBPL) along with its affiliates are participants in
virtually all securities trading markets in India. PSBPL started its operation on the National Stock Exchange (NSE) in 1996. PSBPL is a corporate trading member of Bombay Stock Exchange
Limited (BSE), National Stock Exchange of India Limited (NSE) for its stock broking services and is Depository Participant with Central Depository Services Limited (CDSL) and is a member of
Association of Mutual Funds of India (AMFI) for distribution of financial products.

PSBPL is SEBI registered Research Analyst under SEBI (Research Analysts) Regulations, 2014 with SEBI Registration No. INHO00000859. PSBPL hereby declares that it has not defaulted with any
stock exchange nor its activities were suspended by any stock exchange with whom it is registered in last five years. PSBPL has not been debarred from doing business by any Stock Exchange /
SEBI or any other authorities; nor has its certificate of registration been cancelled by SEBI at any point of time.

PSBPL offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about
the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views
expressed in this report.

Other disclosures by Progressive Share Brokers Pvt. Ltd. (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with reference to the subject company (s)
covered in this report-:

- PSBPL or its associates financial interest in the subject company: NO
- Research Analyst (s) or his/her relative's financial interest in the subject company: NO

- PSBPL or its associates and Research Analyst or his/her relative's does not have any material conflict of interest in the subject company. The research Analyst or research entity (PSBPL) has not
been engaged in market making activity for the subject company.

- PSBPL or its associates actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research
Report: NO

- Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication
of Research Report: NO

- PSBPL or its associates may have received any compensation including for brokerage services from the subject company in the past 12 months. PSBPL or its associates may have received
compensation for products or services other than brokerage services from the subject company in the past 12 months. PSBPL or its associates have not received any compensation or other
benefits from the Subject Company or third party in connection with the research report. Subject Company may have been client of PSBPL or its associates during twelve months preceding the
date of distribution of the research report and PSBPL may have co-managed public offering of securities for the subject company in the past twelve months.

- The research analyst has served as officer, director or employee of the subject company: NO

PSBPL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Our sales people, traders, and other
professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary
trading and investing businesses (if any) may make investment decisions that may be inconsistent with the recommendations expressed herein. In reviewing these materials, you should be
aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important
information regarding our relationships with the company or companies that are the subject of this material is provided herein. This report is not directed to, or intended for distribution to or
use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution publication, availability or use would be contrary
to law or regulation or which would subject PSBPL or its group companies to any registration or licensing requirement within such jurisdiction. If this document is sent or has reached any
individual in such country, especially, USA, the same may be ignored. Unless otherwise stated, this message should not be construed as official confirmation of any transaction. None of the
material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of PSBPL. All
trademarks, service marks and logos used in this report are trademarks or registered trademarks of PSBPL or its Group Companies. The information contained herein is not intended for
publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise
expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before
investing in Indian Securities Market. In so far as this report includes current or historic information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Terms & Conditions:

This report has been prepared by PSBPL and is meant for sole use by the recipient and not for circulation. The report and information contained herein is strictly confidential 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 PSBPL. The report
is based on the facts, figures and information that are considered true, correct, reliable and accurate. The information is obtained from publicly available media or other sources believed to be
reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All
such information and opinions are subject to change without notice. The report is prepared solely for informational purpose and its at the discretion of the clients 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. PSBPL will not treat recipients as
customers by virtue of their receiving this report.

Registered Office Address: Compliance Officer:

Progressive Share Brokers Pvt. Ltd, Mr. Shyam Agrawal,

122-124, Laxmi Plaza, Laxmi Indl Estate, Email: compliance@progressiveshares.com,
New Link Rd, Andheri West, Contact No.:022-40777500.

Mumbai—400053, Maharashtra

www.progressiveshares.com | Contact No.:022-40777500.
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