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BSE SENSEX S&P CNX  CMP: INR634 TP: INR797 Buy 26,881 8,028 

Bloomberg RBXY IN 

Equity Shares (m) 423.3 

M.Cap. (INR b) / (USD b) 268.4/4.4 

52-Week Range (INR) 667/306 

1, 6, 12 Rel.Per (%) 4/14/32 
 

Financials & Valuation (INR Billion) 

Y/E MAR 2015E 2016E 2017E 

Sales* 127.0 124.2 140.7 

EBITDA* 28.4 16.6 20.9 

Adj. PAT 4.4 7.7 10.7 

RepEPS(INR)* 32.0 18.2 25.2 

Adj. EPS (INR) 10.3 18.2 25.2 

EPS Gr. (%) 11.1 76.0 38.5 

BV/Sh(INR) 104.0 116.6 136.0 

RoE (%) 30.8 15.6 18.6 

RoCE (%) 24.2 11.9 14.5 

Payout (%) 56.5 32.1 23.2 

Valuations       

P/E (x) 56.6 32.2 23.2 

P/BV (x) 5.6 5.0 4.3 
EV/EBITDA 
( ) 

22.5 17.8 14.0 

Div. Yield (%) 0.9 0.9 0.9 

* Estimates include upside from FTF 

opportunities 

 Strong beat led by gDiovan; marginal improvement in core margins QoQ 
 Ranbaxy’s (RBXY) 2QFY15 results were ahead of estimates led by contribution from 

gDiovan launch under 180-day exclusivity in the US. Sales grew 16% YoY to 
INR32.6b (10% beat), with buoyant sales in the US, while EBITDA quadrupled to 
INR8.7b (84% beat) and EBITDA margin was at 27% (v/s est. 16%). Reported PAT 
turned positive at INR4.8b (v/s est. INR2.7b). Profitability for gDiovan appears 
higher than the normal exclusive launches. 

 Revenue growth was primarily driven by gDiovan as the US witnessed 72% growth 
at INR13.5b (est. INR10.5b). Indian branded formulations grew 18% YoY to INR5.5b 
(6% beat), while the OTC business declined 13% to INR978m (25% miss). Apart from 
Europe (ex Romania) which grew 15% YoY, all other geographies such as Africa, CIS 
& Russia, Romania and LATAM/APAC reported negative growth during the quarter.  

 EBITDA margin expanded 20% to 27% (est. 16%), with higher contribution from the 
US, India and Europe and certain cost control measures adopted by the company.  

 Adjusted for one-off upside, core sales declined 8% YoY to INR25.6b. Core margins 
at 11% improved marginally QoQ. Adjusted PAT stood at INR1.5b.  

 Valuation and view: RBXY’s 2QFY15 reported results were largely driven by 
contribution of gDiovan in the US. Gradual improvement in core margins is in line 
with expectations. Over FY14-19E, we build core margin expansion of 780bp to 
18%, based on synergy benefits highlighted by SUNP. This assumes a sales CAGR of 
13% over the same period. We get a DCF value of INR774 for RBXY’s core business 
and add INR23/share from Para IVs to arrive at a SOTP-based target price of 
INR797, with a Buy rating. Key risks to our assumptions are integration challenges 
faced by SUNP and prolonged USFDA issues. 

 

 

Investors are advised to refer through disclosures made at the end of the Research Report. 
 



 

28 October 2014 2 
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Key takeaways from the call 
 US business quadrupled to INR13.5b largely driven by launch of gDiovan under 

180 day exclusivity. RBXY has achieved ~32% market share in gDiovan which is 
much lower than typical share in 180 day exclusivities as Novartis was 
aggressive in offering discounts. Absorica market share maintained at 20%, 
room to improve market share further. RBXY believes it has exclusivity for 
Nexium and Valcyte, and will launch these products upon approval. RBXY 
expects to see new launches in US over the next 6 months. 

 India formulation business grew 18% to INR5.5b with good recovery seen its 
anti infective and vitamin portfolio. RBXY is likely to grow this segment in mid 
teens.  

 Other Markets: Europe grew 15% to INR2.3b while CIS, Africa, Romania, ASAP 
and LATAM declined 21%, 2%, 6%, 18%, and 12% respectively. Russian and 
African markets were affected by lower ARV sales while change in business 
model in APAC impacted growth in the region. Company filed for 64 products 
and got the approval for 38 products across markets. 

 Dewas & Toansa: The management indicated that it has resumed API supplies 
selectively for markets other than US, the financial impact of which will be 
reflected in subsequent quarters. API sales from Dewas and Taonsa to pick up 
for non US market in the current quarter.  

 Net debt stands at USD739m (v/s 846m in 1QFY15), while outstanding hedges 
stand at USD373m (down from USD470m last quarter). On an average, USD32m 
worth of hedges are expiring every month. 

 Remediation costs were slightly higher than 2.5% of sales recorded last 
quarter. No timelines on remediation were provided but first plant to come out 
of remediation would be Mohali 

 Core margins have improved very marginally q-q (implies very high profitability 
for Diovan). Further cost control can lead to core margin improvement over the 
next 2 years 
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Quarterly sales trend 

 
Source: Company, MOSL 

Quarterly EBITDA trend 

 
Source: Company, MOSL 

 
US sales: Bases sales impacted by regulatory issues 

 
Source: Company, MOSL 

OTC seeing a decline due to higher inventory in the channel 
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Source: Company, MOSL 

 
Revenue mix (INR m) 

 Geography 2QFY15 3QFY14 % YoY 

India 6,438 5,748 12.0 

Europe, CIS and Africa 8,607 9,065 -5.1 

Asia Pacific & Middle East 1,436 1,764 -18.6 

Latin America 612 698 -12.3 

USA 13,548 7,865 72.3 

Canada 605 888 -31.9 

Total Dosage 31,246 26,028 20.0 

API 935 1,474 -36.6 

Total Sales 32,181 27,502 17.0 

Source: Company 

Key comments 

 Revenue growth was primarily driven by gDiovan as 
US witnessed 72% growth at INR 13.5b (est 
INR10.5b).  

 Indian branded formulations grew 18% YoY to INR 
5.5b (6% beat) while the OTC business declined 13% 
to INR 978m (25% miss).  

 Apart from Europe (ex Romania) which grew 15% 
YoY, all other geographies –Africa, CIS & Russia, 
Romania and LATAM/ APAC - reported negative 
growth during the quarter. 

Notes: FY14 figures are 15 months due to change in accounting year from Dec to March, we assume all 
exclusivities to flow through in 2QFY15 



 

28 October 2014 4 

 

Ranbaxy Labs 

 
Steady core sales driven by growth across geographies 

 
Source: Company, MOSL 

US base business to revive aided by new launches  

 
Source: Company, MOSL 

 
India business to grow steadily; in line with market 

 
Source: Company, MOSL 

Profitability to improve with increasing scale 

 
Source: Company, MOSL 

 
RBXY’s SGA expenses highest among peers 

 
Source: Company, MOSL 

Core earnings to grow on a small base 

 
Source: Company, MOSL 

Notes: FY14 figures are 15 months due to change in accounting year from Dec to March, we assume all 
exclusivities to flow through in 2QFY15 
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Valuation and view 
 RBXY’s 2QFY15 reported results were largely driven by contribution of gDiovan 

in US. Gradual improvement in core margins is in line with expectations.  
 Over FY14-FY19, we build in core margin expansion of 780bp to 18% based on 

synergy benefits highlighted by SUNP. This assumes sales CAGR of 13% over the 
same period.  

 We get a DCF value of INR774 for core business of RBXY and add INR23/share 
from Para IVs to arrive at a SoTP based TP of INR797.  

 Key risks to our arguments are integration challenges faced by SUNP and 
prolonged USFDA issues. 

  
RBXY: Financial Snapshot & valuation methodology

Particulars
FY15E FY16E FY17E FY18E FY19E

Core sales 105,300     124,150     140,665     160,358     182,808     
   YoY growth (%) -20.6 17.9 13.3 14.0 14.0
Core EBITDA 13,163        16,600        20,909        25,657        32,906        
   Margin (%) 12.5 13.4 14.9 16.0 18.0
Core PAT 4,380          7,709          10,680        15,280        20,679        
   YoY growth (%) 11.1 76.0 38.5 43.1 35.3
Target multiple for teminal value 24
Terminal value 485,960     
Discount factor for 3 years @14% 0.6750
DCF value of base business 328,009     
Per share value of base business 775             
DCF value of FTFs 23               
Total intrinsic value for RBXY 797

Ranbaxy
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Ranbaxy Labs: an investment profile 
Company description 
Ranbaxy is a leading global generic company with global 
revenues of over USD2b. The company has established a 
direct presence across the world in key markets like US, 
UK, Germany, France and Brazil. Around 40% of its 
revenues come from the developed markets of the US 
and Europe while emerging markets contributes about 
55% of revenues. The company's fully integrated 
operations give it a cost advantage, which along with its 
aggressive foray into lucrative markets places it several 
notches above its peers in India. 
 
Key investment arguments 
 One of the largest generic pipeline, coupled with a 

wide product basket and presence across different 
geographies, to ensure sustained growth, despite 
growing competition. 

 Strong distribution presence in key global markets 
and fully-integrated operations make it well placed 
to ride the generics wave.  

 Monetization of FTF opportunities should augur 
well.  

 
Key investment risks 
 Stiff competition from other Indian players and 

aggressive counter strategies by innovator 
companies will continue in the foreseeable future. 

  Delay in improving the profitability of the base 
business and forfeiture of important FTFs 
resulting in large loss of profits. 

 
Recent developments 
 Launch of exclusive copy of gDiovan in US 

 
Valuation and view 
 Over FY14-FY19, we build in core margin 

expansion of 780bp to 18% based on synergy 
benefits highlighted by SUNP.  

 This assumes sales CAGR of 13% over the same 
period. We get a DCF value of INR774 for core 
business of RBXY and add INR23/share from Para 
IVs to arrive at a SoTP based TP of INR797. 
 

Sector view 
 Differentiated portfolio in regulated markets and 

emerging markets would remain the key sale and 
profit drivers in the medium term. Japan is 
expected to emerge as the next growth driver. 

 We are overweight on companies that offer a 
pragmatic mix of normal, low-competition and 
patent challenge opportunities in the US and 
presence in key emerging markets. 

Comparative valuations 
  Ranbaxy DRL Cipla 
P/E (x) FY15E 56.6 21.1 25.8 
 FY16E 32.2 18.3 19.1 

P/BV (x) FY14E 5.6 4.2 3.2 
 FY15E 5.0 3.5 2.8 

EV/Sales (x) FY14E 2.5 3.1 3.1 
 FY15E 2.5 2.7 2.6 

EV/EBITDA (x) FY14E 22.5 13.6 15.3 

 FY15E 17.8 11.6 11.7 

 

EPS: MOSL forecast v/s consensus (INR) 
 MOSL Consensus Variation 
 Forecast Forecast (%) 

FY15 10.3 25.2 -59.1 

FY16 18.2 22.8 -20.3 

 
Target price and recommendation 
Current  Target   Upside Reco. 
Price (INR) Price (INR)  (%) 

  634 797 25.7 Buy 

 

Shareholding pattern (%) 
 Sep-14 Jun-14 Sep-13 

Promoter 63.4 63.4 63.5 

DII 8.4 8.1 9.0 

FII 14.5 14.8 13.2 

Others 13.7 13.7 14.3 

Note: FII Includes depository receipts 

Stock performance (1-year) 
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Financials and valuations 
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Disclosures 
This research report has been prepared by MOSt to provide information about the company(ies) and sector(s), if any, covered in the report and may be distributed by it and/or its affiliated company(ies). This 
report is for personal information of the select recipient and does not construe to be any investment, legal or taxation advice to you. This research report does not constitute an offer, invitation or inducement to 
invest in securities or other investments and Motilal Oswal Securities Limited (hereinafter referred as MOSt) is not soliciting any action based upon it. This report is not for public distribution and has been 
furnished to you solely for your general information and should not be reproduced or redistributed to any other person in any form. This report does not constitute a personal recommendation or take into 
account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, investors should consider whether it is suitable 
for their particular circumstances and, if necessary, seek professional advice. The price and value of the investments referred to in this material and the income from them may go down as well as up, and 
investors may realize losses on any investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. 
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contents.  
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