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RESULT REVIEW Q3FY22
Cipla Limited
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RECOMMENDATION SNAPSHOT

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

Rs904 Rs612 Rs1055 17% BUY 725
*as on 25th Jan, 2022

About the Company:

Established in 1935, Cipla Limited (Cipla) is a global pharmaceutical company with a geographically diversified
presence, focused on responsible and sustainable growth through deep and wide portfolio coupled with strong
customer relationships across markets of India, South Africa, US and other key regulated and emerging markets. The
company is building long-term growth platforms in the regulated generics market and drug discovery research. It is
developing a comprehensive portfolio of respiratory products across varied dosage forms (MDI, DPI and nasal sprays)
for the regulated markets of the EU and the US. It has presence in over 80 countries with 1500+ products across
therapies with 50+ dosage forms through 46 manufacturing facilities around the world using cutting-edge technology.
Cipla is the 3rd largest Pharma company in India (IQVIA MAT Mar’19) and also 3rd largest in the private market in
South Africa (IQVIA MAT Mar’19). Dr. Yusuf Hamied is the Chairman and Mr. Umang Vohra is the CEO of the
company.

Results: Quick Glance

e The consolidated total operating income for the quarter grew by 6.0% to Rs54,789mn as compared to Rs51,680mn
in the same quarter last year

o The Ebitda margins dropped to 22.5% as against 23.8% in the same quarter last year

o The profits grew marginally by 0.7% to Rs7569mn as against Rs7516mn in the comparative quarter

e The EPS for the quarter stood at Rs9.03

Other Highlights:
Geographical Performance: The key markets continued to Exhibit 1: Revenue Breakup Q3FY22

demonstrate strong growth momentum in the quarter

e India: The overall business grew by 13% y-o-y led by sustained
momentum across core therapies and traction in flagship brands;
with a modest contribution from the Covid portfolio (~17%
decline on a sequential basis, likely foothold is expected in the
coming quarters considering the caseloads amidst the 3™ wave).
Trade generics business witnessed strong order inflows from
Tier-2, high growth across flagship brands and key therapeutic
areas. Consumer health business witnessed robust traction in
anchor brands & transitioned brands. The company launched
Spirofy- India’s first pneumotach based wireless Spirometer for
diagnosis of COPD and asthma

e South Africa: It continued the market beating growth in South Source: Company Presentation
Africa private business; where SAGA de-grew 4% y-o-y in USD terms, while SA private market grew by 16% y-o-y in
ZAR terms. Cipla is expanding the portfolio base with 9 launches across men’s health, cardio, diabetes, CNS,
infectious diseases, pain, cold & flu and vaccines

e US: It continued the market beating growth in South Africa private business; where SAGA de-grew 4% y-o-y in USD
terms, while SA private market grew by 16% y-o-y in ZAR terms. Cipla is expanding the portfolio base with 9
launches across men’s health, cardio, diabetes, CNS, infectious diseases, pain, cold & flu and vaccines

e Europe: 2 respiratory products have been filed in these markets

e Emerging Markets: The business maintained scale supported by strong DTM across geographies, steady double
digit growth in secondary terms during the quarter

e APl: Reported 27% drop on y-o-y basis; performance was attributed to momentary slowdown in orders from
developed markets

API, 3% Others, 1

Market share across therapies: The Chronic segment continues to rank #2. Respiratory Inhalation and Urology have
the numero uno position intact. The Cardiology segment ranks #5 in the market
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Plant Updates: For the Goa facility it is working with the USFDA to resolve all observations and awaiting a revert on
the same

Conference Call Highlights:

e The company has reported healthy performance driven by robust business of branded markets in India and South
Africa coupled with continued momentum in the US portfolio

e Despite the raw material cost headwinds, freight costs, offset by increased share of complex launches, the company
is well placed to close the year in-line with its internal guidance on the Ebitda front

e The branded generics business is on track to achieve its USD1bn mark via formidable franchise to be built in India.
Cipla launched 32 brands in 9MFY22

e Under the trade generics business, Cipla has launched 3 brands in Q3FY22, 10 in 9MFY22. These launches cater to
cardio, diabetic, thyroid and derma portfolio. The launch momentum is anticipated to continue even in FY23E

e Going forward, India business is anticipated to see growth in Rx, Gx and consumer business

e The US business clocked revenues of USD150mn attributed to growth witnessed in the respiratory and other
portfolio. The company has received an approval for Lanreotide injection 505(b)(2). Cipla anticipates the ramp up to
happen over the medium term. Lanreotide would be manufactured at the partners site and the partner is geared up
to help Cipla achieve the internal targets on the market share

e As a 3-year target, the US business is expected to add incremental revenues of ~USD300-500mn by FY25E

e The total ANDAs and NDAs as on 31 Dec, 2021 stands at 257, bifurcated as 167 approved, 18 tentatives and 72
under approval radar

e Advair: It is under review and Cipla is awaiting a revert from the FDA

e Abraxane: in process of furnishing further data to the FDA. The market is assumed to be limited on account of
supply constraints faced by both the generic and innovator players; however over a longer horizon, Abraxane is a
good bet

e For the Emerging markets, the China manufacturing plant set-up has been completed and initial set of batches have
been undertaken

e The board has approved the transfer of (i) India based US business undertaking to Cipla BioTec Ltd- CBL (effective
date of transfer completion: 30th June, 2022 or date as per mutual agreements) and (ii) Consumer business
undertaking to Cipla Health Ltd- CHL (effective date of transfer completion: 31st March, 2022 or date as per mutual
agreements), both of these under the slump sale basis. The consideration proceeds subject to final considerations
stands as: CBL at Rs14000mn and CHL at Rs800mn

e Near term strategies: From a near to medium term outlook, Cipla remains confident in terms of additional launches
in the coming quarters. Focus would continue in chronic and acute therapeutic areas, innovative consumer wellness
franchise in India, growing the anti-diabetic and injectables space

¢ Financials:

=Gross margins would response to the pipeline of complex launches in the coming quarters

=The effective tax rate stands at 28% for the quarter

—=The total R&D spend stood at Rs2620mn. Cipla’s priority projects are on track and the management anticipates an
increase in the R&D spend as and when the respiratory assets move towards the clinical trials. R&D as a percentage
of sales would be ~7-7.5%

=As on 31* Dec, 2021, total debt stood at 720mn rands, working capital position as: USD58mn, South Africa: 137mn
rands and Australia: AUD5mn

=ROIC expansion at 17-20% levels over the long term (FY25E target)
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Financials:
Performance (Q3FY22)

Q3FY22 Result (Rs mn) Dec-21 Dec-20 y-0-y Sept-21 q-0-q 9MFY22 | 9MFY21 y-0-y FY22E
[Total Revenue 54789 51687 6.0% 55198 (0.7%) 165030 145531 13.4% 214634
EBITDA 12310 12309 0.01% 12262 0.4% 38031 34562 10.0% 48937
Other Income 913 869 5.00% 607 50.5% 2169 2059 5.4% 2747
Interest 207 479 (56.8%) 380 (45.6%) 883 1333 (33.8%) 1110
Depreciation 2475 2484 (0.4%) 2531 (2.2%) 7616 7825 (2.7%) 11048
Exceptional Items 0 0 - 0 - (1246) 0 - (1246)
[Tax 2952 2690 9.7% 2838 4.0% 8627 7605 13.4% 10672
:;ZZ;:tTSbefm shareof [ 590 7525 0.9% 7120 6.59% | 21828 | 19858 | 9.9% | 27608
Share of associates (21) (9) - (29) - (68) (88) - (269)
Net Profit 7569 7516 0.7% 7092 6.7% 21760 19770 10.1% 27339

Outlook and Recommendations:

The company has reported better than expected results on the back of strong performance in India and the US
markets. Portfolio execution in branded markets of India & South Africa and strong respiratory traction driving the US
generic franchise to a multi-quarter high quarter were key drivers. India business growth seems muted due to the
high base last year due to Covid related sales. However, as compared to the expectations, the overall business grew
led by the sustained momentum across core therapies and traction in the flagship brands. Thereby, the strong growth
in the India business can be the rationale for future prospects. For the US growth, Albuterol and Arformoterol inhaler
generics are regularly gaining market share, strengthening the company's US contribution. The respiratory portfolio
continued to contribute to the traction. FY23 is awaited to meaningful launches by the company, like Abraxane, a
meaningful asset on the long-term basis. Where the two key markets of India and US put up a good show, there was
some disappointment across the South African, Sub- Saharan and Cipla Global Access business during the quarter. On
the margins, they were impacted by higher other expenses and R&D spend; which was however partially offset by the
lower staff cost. The higher taxes led to the decline in the overall profits for the quarter. Going forward, the
management is pretty confident of meeting its guidance (22% Ebitda margins) for the year. Also, the important step
in complex generics through the first 505(b)(2) further strengthens the hold in the US franchise. Overall we feel that
the company has been working on its key market growth by capitalizing on the emerging opportunities and gearing
up for key launches going forward. We maintain our positive stance on the company and recommend Buy on the
stock for target of Rs1055.
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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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