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Market Cap# Rs118.8bn/USD1.9bn Year to Dec 2011 2012 2013E 2014E*
Reuters/Bloomberg RANB.BO/RBXY IN Revenue (Rs mn) 101,614  124,597 115,130 139,873 

Shares Outstanding* (mn) 421.3 Net Income (Rs mn) 10,913  10,022 3,731 9,638 

52-week Range (Rs) 570/262 EPS (Rs) 25.6  23.5 8.8 22.6 
Free Float (%) 36.5 % Chg YoY (6.0) (8.2) (62.8) 158.3 

FII (%) 10.4 P/E (x) 11.0  12.0 32.2 12.5 

Daily Volume (US$/'000) 8,421 CEPS (Rs) 34.8  31.0 16.6 30.9 
Absolute Return 3m (%) (36.6) EV/E (x) 18.3  6.9 13.2 7.8 
Absolute Return 12m (%) (45.4) Dividend Yield (%) 0.0  0.0 0.0 0.7 
Sensex Return 3m (%) (6.6) RoCE (%) (33.5) 14.4 1.9 14.0 
Sensex Return 12m (%) 6.1 RoE (%) 25.8  28.8 9.2 21.7 
Note: * Excluding Nexium sales in 2014

 

Ranbaxy Laboratories BUY
 Upgrade from Add
US sales a positive surprise, but remedial costs 
continue to suppress EBITDA Rs282
Reason for report: Q2CY13 result review and recommendation change 

 

Equity Research 
August 8, 2013 
BSE Sensex: 18665 

Pharmaceuticals 

Target price Rs358 
 
Earnings revision  
(%) CY13E CY14E 
Sales ↑    4.3 ↑    8.1 
EPS ↓  40.9 ↓  25.1 
 
Target price revision 
Rs358 from Rs471 
 
I-Sec vs Bbg* consensus 
(%) FY14E FY15E 
Sales (3.1) 3.8 
Adj. PAT (64.4) (35.2) 
Source: *Bloomberg, I-Sec research 
 

Shareholding pattern 

    
Dec 
’12 

Mar 
’13 

Jun 
’13 

Promoters 63.5 63.5 63.5 
Institutional  
investors 21.2 20.6 20.7 
  MFs and UTI 2.2 2.2 2.5 
  Insurance Cos. 8.2 7.8 7.8 
  FIIs 10.7 10.6 10.4 
Others 15.4 15.9 15.8 

Source: BSE India 
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Ranbaxy Laboratories’ (Ranbaxy) Q2CY13 numbers were below our estimates 
with sales of Rs26.8bn (I-Sec: Rs27.6bn). While YoY sales were down 16.9% due 
to sales of generic Lipitor and Caduet in Q2CY12, the company’s base business 
grew more than 10% YoY. EBITDA margin dropped to 7.4% (I-Sec: 8.4%) for the 
quarter compared to 15.8% in Q2CY12 due to higher other expenses on account 
of remediation efforts. Adjusting for the forex loss on derivative position and
goodwill impairment of Rs4.9bn, the adjusted PAT of Rs22mn (mainly due to
higher interest cost) was lower than our estimate of Rs1.5bn. The company has 
maintained its sales guidance of Rs120bn (which includes sales from more than 
one first-to-file [FTF] opportunities) in CY13 and growing its base business by
over 10% YoY during the year. 
We have upgraded the stock to BUY from Add, with a revised SoTP target price of 
Rs358/share (previously Rs471/share) based on a target PER of 15x our CY14 EPS 
estimate plus a value of Rs18/share for limited-period upside products. We have 
raised our revenue estimates for CY13 and CY14 by 4.3% and 8.1% respectively to
factor higher exports, mainly from sales of Absorica in US. However, we have cut 
our Adjusted EPS estimates for CY13 and CY14 by 40.9% and 25.1% respectively
mainly due to continuing higher remedial expenses for the US FDA manufacturing
plants in India and higher interest costs. We continue to believe that remedial
costs for restoring the company’s Indian plants are suppressing the EBITDA
margin for the past two years and we expect some relief in CY14, which is the key
to improving the EBITDA margin. For CY12-14, we forecast sales CAGR of 5.9%,
mainly from volume growth in the emerging markets and new product launches in
the US. 
The key risks to our call are: lower-than-expected US sales growth, and slower 
retrieval of US FDA approvals on banned facilities, which would lead to further
delay in approval of products under the consent decree.  
Highlights of Q2CY13 result:  

 North America sales in Q2CY13 stood at Rs8,516mn, up 23.6% QoQ primarily 
driven by its strong performance of Absorica, which increased its market share to 
14% compared to 9.4% on 29-Apr’13. The company’s market share in Actos stood 
at 24%, while the recently launched desvenlafaxine has not gained market share.  

 India: Ranbaxy’s India sales at Rs5,426mn were up by 0.7% YoY, impacted by the 
New Pharma Pricing Policy (NPPP), trade concerns and slow growth in the anti-
infectives market. NPPP should impact domestic formulation sales by about 8%.  
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Q2CY13 result highlights 

• Net sales at Rs26.8bn were lower than our estimate of Rs27.6nm. Sales were 
down 16.9% YoY in Q2CY13 due to exclusivity sales of generic Lipitor and Caduet 
in Q2CY12; however, on a like-to-like basis, sales were up more than 10% YoY. 
For CY13, the company has maintained its sales guidance of Rs120bn. 

− North America sales in Q2CY13 stood at Rs8,516mn, down 42.1% YoY 
(down 44% YoY in constant forex) due to exclusivity sales in Q2CY12. 
However, on a QoQ basis, sales grew by 23.6%, primarily driven by strong 
performance of Absorica, which increased its market share to 14% from 9.4% 
on 29-Apr’13. Ranbaxy’s market share in Actos stood at 24%, while the 
recently launched desvenlafaxine (an NDA for Pristiq) has seen lower-than-
expected market share.  
During Q2CY13, Ranbaxy filed one ANDA in the US. Through 2009, it has filed 
30 ANDAs from the US FDA-approved Mohali and Ohms facilities of which 
eight are Para IV opportunities with branded sales of about USD6bn. The 
company will focus on filing products in niche segments like oral 
contraceptives and dermatology.  

North America sales 
Quarter Sales (USD mn) Comments 
Jun-11 95 No exclusivity sales 
Sep-11 103 No exclusivity sales 
Dec-11 387 About 1 month Lipitor sales 
Mar-12 416 Lipitor sales 
Jun-12 255 About 2 months Lipitor sales 
Sep-12 167 Sales of Actos and Evoxac 
Dec-12 160 Sales of Actos and launch of Absorica 
Mar-13 127 Sales of Actos and Absorica 
Jun-13 151 Absorica sales, Actos exclusivity ends 

Source: Company data, I-Sec research 
 

− In India, the company’s sales grew 0.7% YoY to Rs5,426mn, impacted by the 
New Pharma Pricing Policy (NPPP), trade concerns and slow growth in the 
anti-infectives market. The NPPP should impact domestic formulation sales by 
about 8%. 

− In Europe, while east Europe and CIS registered 4.9% YoY growth (0% YoY 
growth in constant forex) to Rs3.3bn driven by Romania and Russia, western 
Europe declined by 27.7% (down 31%YoY in constant forex) to Rs2bn due to 
slowdown in markets like France, the UK and Italy. Germany grew but  was on 
the back of the low-margin tender business. 

− Asia-Pacific and Latam sales grew by 15.6% YoY (up 13%YoY in constant 
forex) to Rs2.1bn due to launch of atorvastatin during the quarter in Australia. 
Latam growth of 34.8% YoY was driven by Brazil. The company is setting up a 
greenfield facility in Malaysia. 

− Africa and Middle East sales grew by 6.3% YoY (up 9% YoY in constant 
forex) to Rs2.8bn, on the back of branded generic sales in Africa. 

− API and others grew by 36% YoY (up 31% YoY in constant forex) to Rs2.3bn. 
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• EBITDA margin dropped to 7.4% in Q2CY13 (from 15.8% in Q2CY12 mainly 
because of exclusivity for Lipitor and Caduet in Q2CY12). Other expenses were 
high on account of expenses related to the consent decree and should improve 
once these expenses taper off in CY14. 

• Adjusted PAT stood at Rs22mn – down 96% YoY. There was a forex loss of 
Rs3.7bn on derivates in Q2CY13 compared to a forex loss of Rs6bn in Q2CY12. 
Ranbaxy has also impaired goodwill amounting to Rs1.2bn from its France 
susbidiary. 

• Derivative exposure was down to USD860mn in Q2CY13 from USD960mn in 
Q1CY13. Maturity stood at USD35mn/month.  

• Net debt stood at USD727mn after the payment of USD500mn towards settlement 
with DoJ. About 60% of this would be USD-denominated with the denominated in 
INR. 

• On the regulatory front, the consent decree is progressing satisfactorily while 16 
national level regulatory agencies inspected company’s facilities.  

 

Table 1: Q2CY13 performance 
(Rs mn, year ending December 31) 

 Q2CY13 Q2CY12 % YoY chg Q1CY12 %  QoQ chg 
Net Sales 26,835 32,285 (16.9) 25,006 7.3 
EBITDA 1,996 5,113 (61.0) 1,906 4.7 
Other income 354 (1,807) (119.6) 267 32.3 
PBIDT 2,350 3,306 (28.9) 2,173 8.1 
Depreciation 763 783 (2.5) 797 (4.2) 
Interest 1,591 1,649 (3.5) 525 203.0 
PBT (4) 875 (100.5) 852 (100.5) 
Tax  311 683 (54.4) 353 (11.9) 
Tax effect on EO (402) (420)   (98)   
Adjusted PAT 22 557 (96.0) 537 (95.9) 
Extra ordinary income/ (exp.) (4,863) (5,994) (18.9) 818 (694.2) 
Reported PAT (5,242) (5,857) (10.5) 1,258 (516.9) 
EBITDA margins (%) 7.4 15.8   7.6   
Source: Company data, I-Sec research 
 

Revise CY13-CY14 sales and earnings estimates  

We have raised our revenue estimates for CY13 and CY14 by 4.3% and 8.1% 
respectively to factor higher exports mainly from sales of Absorica in the US. However, 
we have cut  our Adjusted EPS estimates for CY13 and CY14 by 40.9% and 25.1% 
respectively mainly due to continuing higher remedial expenses for the US FDA 
manufacturing plants in India and higher interest costs  

Table 2: Earnings revision 
 CY13E CY14E 
Total sales (Rs mn)   
Sales – new 112,477 136,461 
Sales – old 107,834 126,188 
Change (%) 4.3 8.1 
    
EPS (Rs)   
EPS – new 8.8 22.6 
EPS – old 14.8 30.2 
Change (%) (40.9) (25.1) 

Source: I-Sec research 
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Financial summary 
Table 3: Profit and Loss statement 
(Rs mn, year ending December 31) 

 CY11 CY12 CY13E CY14E*
Dosage forms 91,650 113,476 103,605 126,628 
APIs 7,928 9,053 8,872 9,833 
Net Sales 99,578 122,529 112,477 136,461 
Other Op. Income 2,036 2,068 2,653 3,412 
Total Revenues 101,614 124,597 115,130 139,873 
YoY Growth (%)  
(On  Net Sales) 16.7 23.0 (8.2) 21.3
Total Op. Exp. 94,557 106,958 105,603 124,607 
EBITDA 7,057 17,640 9,527 15,266 
Margin (%) (on Net Sales) 7.1 14.4 8.5 11.2
YoY Growth (%) (69.0) 149.9 (46.0) 60.2
Depreciation, Amortisation 
and Impairment 3,940 3,202 3,340 3,538 
EBIT 3,117 14,437 6,187 11,728 
Other Income 2,077 2,907 1,887 2,797 
Interest 768 3,036 3,393 2,022 
PBT 4,426 14,308 4,681 12,503 
Tax  1,969 2,939 1,240 2,626 
Tax Rate (%) 44.5 20.5 26.5 21.0
Minority Interest 163 282 210 240 
Adjusted PAT 10,913 10,022 3,731 9,638 
Net Margin (%)  
(on Net Sales) 11.0 8.2 3.3 7.1
EO Items  
(including Tax on EO) (31,291) (1,860) (4,044) 0 
Tax on extraordinary items 8,620 (1,065) 500 0 
Reported PAT (28,997) 9,228 (813) 9,638 
Source: Company data, I-Sec research 
 

Table 4: Balance sheet 
(Rs mn, year ending December 31) 

 CY11 CY12 CY13E CY14E*
Paid up Capital 2,110 2,115 2,115 2,115 
Reserves & Surplus 26,584 38,729 37,916 46,556 
Total Equity 28,694 40,843 40,031 48,671 
Minority Interest 810 890 1,334 2,001 
Total Debt 40,327 48,462 35,159 33,282 
Capital Employed 69,831 90,195 76,524 83,954 
Current Liabilities 87,294 74,325 72,061 84,884 
Total Liabilities. 157,124 164,520 148,585 168,838 
Net Fixed Assets 50,573 52,156 53,322 54,519 
Deferred tax assets 375 357 169 161 
Investments 982 790 632 506 
Inventory 26,107 27,314 26,372 31,118 
Debtors 30,053 20,368 23,142 28,077 
Other Current Assets 18,398 17,531 16,014 19,010 
Cash and Equivalents 30,637 46,004 28,933 35,447 
Total Cur. Assets 105,195 111,217 94,461 113,652 
Total Assets 157,124 164,520 148,585 168,838 
Source: Company data, I-Sec research  
 
Note: *Excluding Nexium sales in 2014 

 

Table 5: Cashflow statement 
(Rs mn, year ending December 31) 
 CY11 CY12 CY13E CY14E*
PBT (Adj. for Extraordinary 
items) (26,865) 12,449 637 12,503 
Depreciation 3,940 3,202 3,340 3,538 
Net Chg in WC 25,625 (3,623) (2,580) 147 
Others (2,117) (2,921) (1,053) (2,617)
CFO 583 9,107 345 13,570 
Capex (5,219) (4,802) (4,506) (4,735)
Net Investments made 4,002 192 158 126 
CFI (1,216) (4,611) (4,348) (4,608)
Change in Share capital (81) 287 0 0 
Change in Debts (3,021) 8,135 (13,303) (1,878)
Div. & Div Tax 3 0 0 (997)
Others 1,725 2,449 235 427 
CFF (1,375) 10,871 (13,068) (2,448)
Total Cash Generated (2,008) 15,368 (17,072) 6,514 
Cash Opening Balance 32,644 30,637 46,004 28,933 
Cash Closing Balance 30,637 46,004 28,933 35,447 
Source: Company data, I-Sec research 
 

Table 6: Key ratios 
(Year ending December 31) 
 CY11 CY12 CY13E CY14E*
Adjusted EPS (Rs) 25.6 23.5 8.8 22.6 
YoY growth (%) (6.0) (8.2) (62.8) 158.3 
Cash EPS (Rs) 34.8 31.0 16.6 30.9 
EBITDA – core (%) 7.1 14.4 8.5 11.2 
Net-profit margin (%) 11.0 8.2 3.3 7.1 
Net debt to equity(x) 0.3 0.1 0.2 net cash 
  
PER (x) 11.0 12.0 32.2 12.5 
EV/EBITDA core (x) 18.3 6.9 13.2 7.8 
PBR (x) 4.1 2.9 2.9 2.4 
EV/sales (x) 1.3 1.0 1.1 0.9 
  
RoCE (%) (33.5) 14.4 1.9 14.0 
RoE (%) 25.8 28.8 9.2 21.7 
RoIC (%) 6.7 27.3 (13.0) 18.3 
  
Book value (Rs) 69.2 97.9 97.1 118.9 
DPS(Rs) 0.0 0.0 0.0 2.0 
Dividend payout (%) (0.0) 0.0 0.0 8.8 
Dividend yield (%) 0.0 0.0 0.0 0.7 
  
Asset-turnover (sales/invested 
capital) 2.0 3.0 2.5 2.7 
Average collection days 83 74 69 67 
Avg. inventory days (on opex) 93 91 93 84 
Source: Company data, I-Sec research 
 



 
 
 

Ranbaxy Laboratories, August 8, 2013 ICICI Securities 

 

 
5

 

 

 

 

 
 

This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, 
Inc. (Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are 
as follows: Address: 10 Collyer Quay, #37-16 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com, 
Rishi_agrawal@icicisecuritiesinc.com. 

 

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research 
reports and no charges are levied for providing research reports to such investors." 

 
New I-Sec investment ratings (all ratings based on absolute return) 
BUY: >15% return; ADD: 5% to 15% return; REDUCE: Negative 5% to positive 5% return; SELL: < negative 5% return 

 

ANALYST CERTIFICATION  
We /I, Kartik Mehta, CA; Gagan Borana, PGDM; research analysts and the authors of this report, hereby certify that all of the views expressed in this research report 
accurately reflect our personal views about any and all of the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be 
directly or indirectly related to the specific recommendation(s) or view(s) in this report. Analysts aren't registered as research analysts by FINRA and might not be an 
associated person of the ICICI Securities Inc.   
Disclosures: 
ICICI Securities Limited (ICICI Securities) and its affiliates are a full-service, integrated investment banking, investment management and brokerage and financing 
group.  We along with affiliates are leading underwriter of securities and participate in virtually all securities trading markets in India.  We and our affiliates have 
investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department.  Our research 
professionals provide important input into our investment banking and other business selection processes.  ICICI Securities generally prohibits its analysts, persons 
reporting to analysts and their dependent family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts 
cover. 
The information and opinions in this report have been prepared by ICICI Securities 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 ICICI Securities. While we would endeavour to update the 
information herein on reasonable basis, ICICI Securities, its subsidiaries and associated companies, their directors and employees (“ICICI Securities and affiliates”) 
are under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from 
doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable 
regulations and/or ICICI Securities policies, in circumstances where ICICI Securities is acting in an advisory capacity to this company, or in certain other 
circumstances. 
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 may 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. ICICI Securities 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 and needs of specific recipient. This may not be taken in substitution for the exercise of independent 
judgement by any recipient. The recipient should independently evaluate the investment risks. The value and return of investment may vary because of changes in 
interest rates, foreign exchange rates or any other reason. ICICI Securities and affiliates accept no liabilities 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. 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.    
ICICI Securities and its affiliates might have managed or co-managed a public offering for the subject company in the preceding twelve months. ICICI Securities and 
affiliates might have received compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for 
services in respect of public offerings, corporate finance, investment banking or other advisory services in a merger or specific transaction. It is confirmed that Kartik 
Kartik Mehta, CA; Gagan Borana, PGDM; research analysts and the authors of this report have not received any compensation from the companies mentioned in the 
report in the preceding twelve months. Our research professionals are paid in part based on the profitability of ICICI Securities, which include earnings from 
Investment Banking and other business.  
ICICI Securities or its subsidiaries collectively 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.   
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director or advisory board member of the companies mentioned in the report. 
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