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Table: Financial snapshot  (Rs mn) 

Year Revenue EBITDA EBITDA (%) Adj. PAT EPS (Rs) P/E (x) EV/EBITDA (x) RoE (%) RoCE (%) 

FY15 66,298 12,096 18.2 6,624 24.4 38.6 23.7 22.1 15.9 

FY16 76,340 14,822 19.4 7,671 27.2 34.6 20.0 21.1 18.0 

FY17E 92,723 21,803 23.5 12,563 44.5 21.1 13.5 26.2 25.0 

FY18E 105,925 24,872 23.5 14,002 49.6 19.0 11.7 23.7 27.3 
Source: Company; IDBI Capital Research 
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Glenmark Pharmaceuticals 
 Upside potential lies in strong NCE pipeline 

 

ANALYST MEET  

 UPDATE 

 

CMP Rs941 

Target Price Rs992 

Potential Upside/Downside +5% 

 

 

Relative to Sensex 

Summary  

Glenmark Pharmaceuticals (Glenmark) is a research-focused pharmaceutical company focusing on 
the discovery of new molecules (both NCE and biologics). Glenmark is one of the fastest-growing 
companies in the domestic formulation market. Management held an analyst meet to highlight 
their future growth initiatives, consistent with its earlier strategy to focus on specialty and 
innovative products in multiple markets and be present across the value chain. We have 
maintained our estimates with an ACCUMULATE rating and target price of Rs992, based on a 
target PER of 20x our FY18 EPS forecast. Any positive development in the NCE/NBE can provide 
further upside to our valuations as we have not factored any upside from R&D. Recent launch of 
gZetia on 12th Dec 2016 as a sole FTF could earn Glenmark as much as US$200-250 mn with its share 
as disclosed by the management, we had factored US$187 mn in our numbers. We have not 
factored any NCE licensing income in our forecasts. In our view, the key risk to our call: slower-than-
expected sales growth inthe domestic and regulated markets, free cash flow generation,delays in 
ANDA approvals, regulatory hurdles and unfavorable currency fluctuation. We believe Glenmark’s 
ability to reduce its debt (as promised to be funded from the revenues of gZetia) to be the key to 
improve its multiple. 

Ananlyst Meet Highlights 

 Largest NCE pipeline which is best in class  

Glenmark has fifteen in-licensing deals either completed or in advanced stage of discussion. 
The strategy to partner will continue to play a major role in Glenmark's blue print for growth 
as it will also support funding for its candidate in clinics. Management expects deals worth 
USD12bn would be completed with launches by FY18/ CY17. 

 R&D focused- Speciality and innovative products to drive the future growth  
US and India currently contribute 60% of sales while over next 3-5yrs management plans to 
drive 80% of the revenues from US, India, Europe and API with increased presence in complex 
generics backed by NME pipeline in advanced stage of development. Focused therapies being 
Oncology, Dermatology and Repiratory; Glenmark would grow on the back of internal 
capabilities and external partnerships. R&D is currently internally funded which account for 
~11% (~4-5% for innovative research) of sales. 

 Domestic market growing ahead of IPM; growth to continue 
Glenmark’s domestic market has grown at a CAGR of 20.4% over FY12-16 and growing ahead 
of the industry (IPM) and continues to see a similar growth pattern going forward. We 
forecast, for FY16-18E, Glenmark’s domestic sales to increase at a CAGR of 14% driven by the 
power brands and gaining market share in its OTC portfolio. Currently the OTC portfolio 
includes Vwashand Candid Powder, while the management believes one new product launch 
annually will drive the overall India growth. 

 Europe, the growth driver by launches in niche and complex generics 

Glenmark Europe business has grown at a CAGR of 24.3% over FY12-16and expect growing 
steadily with bulk of launches in FY18 especially in the niche and complex generics.  

 Valuation and view 

The stock has been trading within a PER range of 15-20x until mid FY13 however, the improved 
outlook resulted for a re-rating and stock trading at 35x, however now future launches seems 
priced in. Hence, we assign target PER of 20x lower than other diversified companies like 
Cadila and Lupin. 

Source: Capitaline 

ACCUMULATE 

Nifty: 8,104; Sensex: 26,375 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Sector Pharmaceuticals 

Bloomberg/Reuters GNP IN/GLEN.BO 

Shares o/s (mn) 282 

Market cap. (Rsmn) 265,348 

Market cap. (US$ mn) 3,914 

3-m daily average vol. 59,020 

Key Stock Data 

52-week high/low  Rs993/672 

 -1m -3m -12m 

Absolute (%) 5 2 2 

Rel to Sensex (%) 4 10 0 

Price Performance 

Promoters 46.5 

FIIs/NRIs/OCBs/GDR 36.1 
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Non Promoter Corporate 2.5 

Public & Others 8.9 

Shareholding Pattern (%) 
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Analyst Meet Update – Glenmark Pharmaceuticals 

 
 Scale up in the US business 

The US business grew at a CAGR of 19% over FY12-16. Despite a continuing pricing pressure and 10%+ price 

erosion in the base business, we expect the US sales to grow at a CAGR of 34.1% from FY16-18E mainly led by 

new launches and new approvals. Glenmark has 110+ ANDA approved, 60+ filed and 75+inpipeline. Top 10% of 

the products account for 45% of sales while the Top20 accounts for 60%.  Glenmark is the sole FTF player for 

Zetia which was launched in Dec. 2016 which will be a cash generator over next 2-3quarters and thus support in 

reducing the debt. The near-term US pipeline seems strong (largely Derma) which will contribute substantially 

to earnings and profits. Immediate pipeline account for a market size of ~US$14.3 bn with products like generic 

Concerta/ Abraxane/ Suboxone/Nuraring/ Renegel/ Renvela/Vagifem/ Welchol. 

 Capex and Debt 

The company will also be investing US$100 mn annually for next three years to ramp up its manufacturing 

capabilities, focus on differentiated dosage forms and in-licensing of complex drugswhich would be through 

internal accruals. On 12 Dec. 2016, Glenmark launched gZetiathrough its US partner where the company 

expects about US$250 mn from the exclusive sales of this drug till late April 2017 when its patent expires whose 

proceeds it plans to use to retire its debt.  

 Improved profitability backed by sales mix 

With the launches in specialty and innovative products by 2025, the management has guided the EBITDA 

margins from the current levels of 20% to improve to ~23% by 2020 and further to ~25% by 2025. This 

improvement is would be based entirely on the sales mix. Management has guided for CAGR of 15-20% for its 

topline growth over the next 5 years period and also 30% contribution from the specialty and innovation 

segment in the total sales by 2025. 

Investment Rationale 

For FY16-18E, we forecast Glenmark’s total sales and earnings to increase at CAGRs of 17.8% and 35.1% 

respectively, mainly due to the company’s domestic business growing ahead of the industry and the US business 

being driven by launches in the niche segments mainly in segments like oral contraceptives (OC), dermatology, and 

controlled substances. We have not factored any NCE licensing income in our forecasts. Outlicensing income would 

improve cashflows and can add to the positive sentiment on the stock. Management has guided for CAGR of 15-20% 

topline growth over the next 5 years period. 

Table: Sales mix and EBITDA margin (%) 

 
FY13 FY14 FY15 FY16  FY17E FY18E CAGR FY16-18E 

Total 100 100 100 100 100 100 17.8 

India 27 25 26 28 26 26 14.0 

US   34 34 31 32 41 41 34.1 

Rest of the World (ROW) 16 16 12 12 10 10 10.3 

Europe 7 8 10 9 8 8 8.7 

Latin America 7 7 11 10 6 6 (5.6) 

API 9 9 9 9 8 8 17.8 

Outlicensing / Other revenues 1 1 0 1 0 - (100.0) 

EBITDA margin 20.3 21.0 18.2 20.0 23.8 23.5  

Source: Company; IDBI Capital Research 

 Improving domestic sales growth, focus on chronic care 

Glenmark is one of the fastest-growing companies in the domestic formulation market with a domestic ranking 

of 17th and 8 brands being a part of the top 300 brands. Glenmark’s domestic market has grown at a CAGR of 

20.4% over FY12-16 and growing ahead of the industry (IPM) and continues to see a similar growth pattern 

going forward. It has further strengthened its presence across the Dermatology, Cardiac, Anti-Diabetic, 

Respiratory and Oncology therapeutic segments. We forecast, for FY16-18E, Glenmark’s domestic sales to 

increase at a CAGR of 14% driven by the power brands (leverage on recently launched products like 

Teneligliptin and Digihaler) and gaining market share in its OTC portfolio. Currently the OTC portfolio includes 

Vwashand Candid Powder, while the management believes one new product launch annually will drive the 

overall India growth. 
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Figure: India sales to grow at a CAGR of 14% (FY16-18E) 

 
Source: Company; IDBI Capital Research 

 Better traction in the US 

The US business grew at a CAGR of 19% over FY12-16. Despite a continuing pricing pressure and 10%+ price 

erosion in the base business, we expect the US sales to grow at a CAGR of 34.1% from FY16-18E mainly led by 

new launches and new approvals. Glenmark has 110+ ANDA approved, 62+ filed (23 are PIV applications) and 

75+in pipeline. Top 10% products accounts for 45% of sales while the Top20 products accounts for 

60%.Glenmark is the sole FTF player for gZetia which was launched in Dec. 2016. Management expects deals 

worth US$12 bn would be completed with launches by FY18/ CY17 which includes gAbraxane, gNuvaring and 

gSuboxone.The near-term US pipeline seems strong (largely Derma) which will contribute substantially to 

earnings and profits. Product pipeline includes generic Concerta/ Abraxane/ Suboxone/ Nuraring/ Renegel/ 

Renvela/ Vagifem/ Welchol and 3 products in Respiratory segment account to the market size of ~US$14.3 bn. 

The future strategy for filing in US includes NDDS 505b2 NDAs (dermatology and respiratory) and novel 

innovative molecules from its own R&D stable. 

Table: Near-term US pipeline 

Brand Name API Name Size US$ bn 

Welchol colesevelam hydrochloride 0.6 

Renagel sevelamer hydrochloride 2.1 

Vagifem estradiol 0.4 

Concerta methylphenidate hydrochloride 1.8 

Abraxane paclitaxel 0.7 

Suboxone 
buprenorphine hydrochloride; 
naloxone hydrochloride 

1.6 

Nuvaring ethinyl estradiol; etonogestrel 0.8 

GSP101 - ~4.5 

GSP103 - ~1.0 

GSP104 - ~0.8 

Source: Company 
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Analyst Meet Update – Glenmark Pharmaceuticals 

 
Fig.: ANDA Filings (FY12-16) Fig.: ANDA Filings (FY17-21E) 

  

Source: Company Source: Company 

 Launches in Europe 

The European business sales have grown at a CAGR of 24.3% over FY12-16. Winning tenders is supporting the 

growth for the region, we expect the Europe sales to grow at a CAGR of 8.7% from FY16-18E on the back of new 

launches. Top 10 brands account to 43% of the total portfolio.Company plans to launch complex generics 

products in future e.g. gSeretide (DPI) for 15 countries with market size of USD700mn – launch expected in 

FY18.  

Table: Europe Portfolio of Products 

Segment Contribution Top Brands 

Top 10 43% 
Nebivolol, Perindopril, Aripipazole, Atovaquone, 
ProgyanilAtovaquone+Progyanil, Pregabalin, Quetiapine, 
Telmasartan, Ataralgin 

Top11-20 20%  

Top 21-30 11%  

Others 26% 
 

Source: Company 

 LATAM drag due to Venezuela issues 

LATAM revenues have grown at a CAGR of 26% over FY12-16. Venezuela continues to negatively impact the 

region with stoppage of sales from November 2015. Management believes ~US$45 mn was locked in cash 

unable to be repatriated to India. It is a challenge in the absence of a settlement, however, the other emerging 

markets were bouncing back. We expect sales to dip at a CAGR of -5.6% from FY16-18E. Management has 

guided a revival in this region and turn profitable from FY18 onwards. 

 API business driven by growth in developed markets 

Glenmark API business grew 21% CAGR over FY12-16 while the management has guided for a 16-18% CAGR 

growth in sales over the next 5 years on the back of 200+DMF filings, filing run-rate of 7-8 DMFs annually, focus 

on differentiated products and backward integration. 

 Large NCE pipeline but No value assigned due to inherently risky nature of business 

Glenmark has one of the best NCE pipelines in India, in our view. Glenmark has fifteen in-licensing deals either 

completed or in advanced stage of discussion while seven completed outlicensingsince 2004, with a cumulative 

US$219 mn received in terms of upfront and milestone payments. The strategy to partner will continue to play 

a major role in Glenmark's blue print for growth as it will also support funding for its candidate in 

clinics.Management expects deals worth US$12 bn would be completed with launches by FY18/ CY17 which 

includes gAbraxane, gNuvaring and gSuboxone. However, we do not assign any value to the company’s NCE 

pipeline, due to the inherently risky nature of the business. 
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Table: Out licensed molecules 

Year Molecule Company Details 

2004 Oglemilast Forest Labs  
Deal worth US$190 mn on Oglemilast US rights; received USD35mn as 

upfront and milestone payments  

2005 Oglemilast Teijin Pharma  
US$53 mn deal for Oglemilast Japan rights; Teijin Pharma made an upfront 

payment of USD6mn  

2006 Melogliptin Merck KGaA 

Deal worth US$250 mn in October 2006, Received a total payment of 

US$31 mn; due to reduced R&D focus on diabetes, Merck returned the 

molecule to Glenmark in April 2008; completed Phase IItrials and is ready 

to enter Phase III  

2007 GRC 6211  Eli Lilly  

Eli Lilly acquired the rights to a portfolio of TRPV1 antagonist molecules, 

Received an upfront payment of US$45 mn (development of the lead 

molecule GRC6211 has been stalled)  

2010 GRC 15300  Sanofi Aventis  

Received an upfront fee of US$25 mn for development and 

commercialisation rights of the first-in-class TRPV3 antagonist; Phase II 

trial did not meet the primary end point in May 2014 

2011 GBR 500  Sanofi Aventis  
First novel biologics out-licensing deal; upfront payment of US$50 mn; 

total deal size – US$613 mn 

2012 MPGES -1  Forest Labs  

For this, Forest made a US$6mn upfront payment, and provide additional 

US$3 mn for next phase work. Forest has the first right to refusal after 

Phase I completion  

2014 MPGES -1  Forest Labs  
Received US$4 mn as a milestone payment from Forest Lab. Until now 

received US$15 mn from Forest  

2014 GBR 500  Sanofi Aventis  

US$5 mn as a milestone payment from Sanofi. Total amount received 

from Sanofi is US$55 mn for VLA-2, Sanofi not pursuing this  as endpoint 

was not met , Glenmark to continue post Sanofi returns it and relicense 

post Q1FY17   

Source: Company; IDBI Capital Research 

Table: NME pipeline 

Compound Primary indication Target Detail 

GRC 27864 Chronic pain  mPGES-1 In Phase 2 

GRC 388xx Respiratory Undiscosed – COPD/IPF In pre-clinical 

GRC 301 Respiratory Steroid+AH In Phase 3 

GBR 304 Respiratory , COPD LAMA In Phase 2 

GBR 310 Respiratory Biosimilar (Asthama, CIU) In pre-clinical 

GBR 830  Dermatology 
OX40 Antagonist (Atopic 

Dermatitic)  
In Phase 2 

GBR 1302 Oncology indications 
HER2xCD3 (Breast cancer, 

Gastric cancer) 
In Phase 1 

GBR 1342 Oncology indications 
CD38xCD3 (Multiple 

Myeloma)  
In pre-clinical 

GBR 1372 Oncology indications 
EGFRxCD3 (Colorectal 

Cancer) 
In pre-clinical 

GBR 8383 Oncology indications OX40R Agonist In pre-clinical 

Source: Company; IDBI Capital Research 
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 R&D the lifeline for Glenmark 

Focus in R&D is in spending on complex and specialty pipeline. R&D expenses as a % of sales is expected to 

increase from 9-10% currently to 11%  and remain at 11% by FY18E/19E as some of the complex projects start  

maturing and reach clinics and ramp up in the ANDA filings. We believe 4-5% of sales would be earmarked for 

expenses for the innovative research. 

Figure: R&D expenses and as % of sales 

 
Source: Company; IDBI Capital Research  

Valuation and View 

During mid 2008-2009, the Glenmark stock traded mostly within a high PER range (20-40x) due to the high 

embedded value of its NCE business. During that time, its valuations remained high as the market expected more 

outlicensing deals. In our view, the collapse of the share price since the start of Q3FY09 has been due to investors’ 

lack of confidence in the company, due to it missing its non-NCE business guidance for FY09. After this the stock has 

been trading within a PER range of 15-20x until mid FY13. With improved sales mix and better earnings growth 

along with NCE outlicensing, the outlook improved taking the stock reaching a peak of 35x. Given the launch of 

gZetia in Dec. 2017, we believe the actual PER would trade marginally lower as key launches is already priced in. 

Hence, our assigned target is relatively lower at 20x much lower than other diversified companies like Cadila and 

Lupin. 

Figure: One year forward PER band 

 
Source: Company; IDBI Capital Research 

 Target PER of 20x on FY18E EPS forecasts 

We maintain an ACCUMULATE rating and target price of Rs992, based on a target PER of 20x.  However, we do 

not assign any value to the company’s NCE pipeline due to the inherently risky nature of the business.  

53 74 89 111 124

8.0
9.0 9.0

10.0
9.0

0.0

2.0

4.0

6.0

8.0

10.0

12.0

0

20

40

60

80

100

120

140

2012 2013 2014 2015 2016

R&D Expenses, USDmn, LHS R&D as a percent of sales, %, RHS

0

200

400

600

800

1,000

1,200

1,400

1,600

Dec/07 Dec/08 Dec/09 Dec/10 Dec/11 Dec/12 Dec/13 Dec/14 Dec/15 Dec/16

(R
s)

30x

25x

20x

15x



 

 

 

Analyst Meet Update – Glenmark Pharmaceuticals 

 

 

7 

 Key risks 

In our view, the key risk to our call is: slower-than-expected sales growth in the domestic and regulated 

markets, free cash flow generation, delays in ANDA approvals, regulatory hurdles and unfavorable currency 

fluctuation. We believe Glenmark’s ability to reduce its debt to be the key to look. 

About the Company 

Glenmark Pharmaceuticals was incorporated in 1977. Today, Glenmark is a research-focused pharmaceutical 

company. It focuses on the discovery of new molecules (Both NCEs and biologics). The company has branded 

generic-formulation interests in more than 95 countries, including India, Europe, Brazil and the rest of Latin 

America, Russia/Common wealth of Independent States, Africa and Asia. 

Table: Management snapshot 

Person Position 

Glenn Saldanha Chairman & MD 

Cherylann Pinto Director - Corporate Affairs 

Rajesh Desai Executive Director 

B. E. Saldanha Non-Executive Director 

D.R. Mehta Non-Executive Independent  Director 

Bernard Munos Non-Executive Independent  Director 

J.F. Ribeiro Non-Executive Independent  Director 

Dr. Brian W. Tempest Non-Executive Independent  Director 

Sridhar Gorthi Non-Executive Independent  Director 

Milind Sarwate Non-Executive Independent  Director 

Source: Company; IDBI Capital Research 

Figure: Shareholding pattern 

 

Source: Company; IDBI Capital Research 
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Financial Summary 
 

  Profit & Loss Account (Rs mn) 

Year-end: March FY15 FY16 FY17E FY18E 

Net sales 66,298 76,340 92,723 105,925 

Growth (%) 10.4 15.1 21.5 14.2 

Operating expenses (54,201) (61,518) (70,920) (81,053) 

EBITDA 12,096 14,822 21,803 24,872 

Growth (%) (4.2) 22.5 47.1 14.1 

Depreciation (2,600) (2,691) (2,966) (3,356) 

EBIT 9,496 12,130 18,837 21,516 

Interest paid (1,902) (1,789) (1,821) (1,619) 

Other income 219 356 807 138 

Pre-tax profit 5,943 10,047 17,823 20,035 

Tax  (1,190) (3,028) (5,261) (6,033) 

Effective tax rate (%) 20.0 30.1 29.5 30.1 

Net profit 4,753 7,021 12,563 14,002 

Adjusted net profit 6,624 7,671 12,563 14,002 

Growth (%) (7.3) 15.8 63.8 11.5 

Shares o/s (mnnos) 272 282 282 282 

 

 Balance Sheet (Rs mn) 

Year-end: March FY15 FY16 FY17E FY18E 

Net fixed assets 33,284 39,650 43,184 46,328 

Investments 365 350 350 350 

Current assets 53,495 59,287 63,382 67,332 

Inventories 12,690 15,678 19,103 20,986 

Sundry Debtors 25,118 24,926 30,276 34,587 

Cash and Bank 7,759 8,692 3,712 1,158 

Loans and advances 7,743 9,875 10,171 10,476 

Total assets 87,144 99,287 106,916 114,010 

      

Shareholders' funds 30,003 42,702 53,285 64,810 

Share capital 271 282 282 282 

Reserves & surplus 29,732 42,420 53,002 64,528 

Total Debt 38,047 39,928 32,928 25,928 

Secured loans 34,523 32,007 27,007 22,007 

Unsecured loans 3,523 7,921 5,921 3,921 

Other liabilities (6,933) (9,073) (9,361) (9,721) 

CurrLiab&prov 26,029 25,732 30,068 32,995 

Current liabilities 25,442 25,100 29,416 32,324 

Provisions 587 633 652 671 

Total liabilities 57,143 56,587 53,635 49,202 

Total equity & liabilities 87,144 99,287 106,916 114,010 

Book Value (Rs) 110 151 189 230 
 

Source: Company; IDBI Capital Research 

 Cash Flow Statement (Rs mn) 

Year-end: March FY15 FY16 FY17E FY18E 

Pre-tax profit 5,943 10,047 17,823 20,035 

Depreciation 1,883 2,498 2,966 3,356 

Tax paid (2,981) (5,169) (5,548) (6,393) 

Chg in working capital (1,010) (5,224) (4,736) (3,572) 

Cash flow from operations (a) 3,834 2,153 10,505 13,426 

Capital expenditure (4,208) (8,864) (6,500) (6,500) 

Chg in investments (34) 15 - - 

Cash flow from investing (b) (4,242) (8,849) (6,500) (6,500) 

Equity raised/(repaid) 0 11 - - 

Debt raised/(repaid) 4,856 1,881 (7,000) (7,000) 

Dividend (incl. tax) (635) (679) (1,981) (2,476) 

Chg in minorities (134) 1 - - 

Other financing activities (3,946) 6,415 (5) (5) 

Cash flow from financing (c) 141 7,629 (8,986) (9,481) 

Net chg in cash (a+b+c) (267) 933 (4,981) (2,554) 
 

 Financial Ratios 

Year-end: March FY15 FY16 FY17E FY18E 

Adj EPS (Rs) 24.4 27.2 44.5 49.6 

Adj EPS growth (%) (7.3) 11.6 63.8 11.5 

EBITDA margin (%) 18.2 19.4 23.5 23.5 

Pre-tax margin (%) 9.0 13.2 19.2 18.9 

ROE (%) 22.1 21.1 26.2 23.7 

ROCE (%) 15.9 18.0 25.0 27.3 

Turnover & Leverage ratios (x)     

Asset turnover (x) 0.8 0.8 0.9 1.0 

Leverage factor (x) 2.8 2.6 2.1 1.9 

Net margin (%) 10.0 10.0 13.5 13.2 

Net Debt / Equity (x) 1.0 0.7 0.5 0.4 

Working Capital & Liquidity ratio     

Inventory days 70 75 75 72 

Receivable days 138 119 119 119 

Payable days 138 119 123 118 

 Valuation 

Year-end: March FY15 FY16 FY17E FY18E 

P/E (x) 38.6 34.6 21.1 19.0 

Price / Book value (x) 8.5 6.2 5.0 4.1 

PCE (x) 27.7 25.6 17.1 15.3 

EV / Net sales (x) 4.3 3.9 3.2 2.7 

EV / EBITDA (x) 23.7 20.0 13.5 11.7 

Dividend Yield (%) 0.2 0.2 0.6 0.8 
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         Notes 
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Key to Ratings 
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