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CMP: 632| Target: Rs. 800| Upside: 28%| Market Cap: Rs. 510 bn|Face Value: Rs. 2
About the Company
a) Cipla continues to maintain its leadership in respiratory, paediatric and urology therapies.
Legacy brands continue to perform well.
b) In FY14, Revenues grew 26.7% YoY to Rs 24.3bn, led by robust performance in domestic
formulations.
c) Domestic formulations business in FY14 witnessed a growth of 19.3% YoY to Rs 9.1bn owing
to growth driven by anti-retroviral, anti-asthma and anti-allergic segments.
d) Despite the challenges, Cipla’s domestic branded generics business revenues in FY14 grew
15.5% versus industry growth of 9%.
e) Export formulations business in FY14 grew by 34.4% YoY to Rs 12.8bn, despite lack of
Lexapro sales, full quarter realisation of Cipla- Medpro acquisition and growth in antiretroviral, anti-asthma and anti-allergic segments.
f) European, International and API businesses also demonstrated very strong growth.
g) Expect operating leverage to pick up in 2HFY15E (post commencement of combination
inhalers). For FY15E, management has guided for 21-22% operating margins.
h) The Company has strengthened its position in India and South Africa. In both regions, it has
outperformed market growth and gained market share.
i) Its European, International and API businesses also demonstrated very strong growth. In the
past year, the Company completed the acquisition and integration of companies in South
Africa, Uganda and Croatia
j) The Company will further strengthen its position in India and South Africa (Africa contributes
25% of overall revenues), and build a front end presence in select international markets
k) In FY14, filed 60 products and received 13 approvals for the US market.
l) The Company’s focus will be on European respiratory launches and proactive exploration of
partnership opportunities to monetise its assets.
m) Cipla has agreed to market paediatric vaccines made by Serum Institute of India in Europe, in
a move that marks India's fourth-largest drugmaker's entry into the vaccines space.Financial
details of the deal with Serum Institute, one of India's largest makers of vaccines, were not
disclosed.
n) Cipla, which exports to over 170 countries, is working on expanding its presence in Europe, a
region that contributed 5.7 per cent to the company's total revenue in the year to March 2013.
o) As part of this strategy, Cipla has launched multiple respiratory products in Europe this year,
and launch of some key inhalers is expected in 2015. The Company’s management considers
vaccines as one of the critical components of its offering to European patients.
Outlook
With the global respiratory market expected to grow to US$50 billion by 2018 from current US$36
billion, Cipla would be able to generate about US$500 million in net profit over the next 5-7 years
from its respiratory portfolio
In the near term, the trigger will be the launch of asthama drug, Seretide, the generic version of
GSK's Advair (metered dose inhaler) in the UK in the current fiscal. The company had launched
Seretide in Sweden and Germany in September 2014 at half the price of the innovator drug and could
see an upside when it launches the drug in the UK.
There is a high probability of Cipla being the first generic company to launch Seretide in the UK given
that Mylan has filed for the same in December quarter of FY14 and it takes at least two and a half
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years as a norm to get approval in such markets. In fact, it was the launch of Seretide which has
made so bullish on the earnings of Cipla. The launch of the drug in the UK market is key given that it
is a US$400 million product which is more than half of the overall EU market size for the drug. The
launch of Advair (variations) coupled with Symbicort in various markets is expected to boost the
company's revenues and profits.
However, expect some bit of volatility in the company's margins and profits over the medium-term
given that it is in the midst of expanding its front-end operations in various global markets. The
recently concluded quarter is evidence of things that could come, going ahead.
Unlike the overseas markets where it is on an expansion phase, results of which will unfold over the
next few years, in India the company is on a strong wicket. The company's domestic business
continues to outperform the industry with a 20 per cent growth in the September 2014 quarter as
against 11 per cent by the industry. The 15-20 per cent growth has been on the back of new product
launches and marketing network of 7,500 medical representatives.
While the September quarter has been a disappointment, the management has indicated that the
second halfis expected to be better than the first on the back of strong India business growth,
respiratory product launches in Europe and increased institutional business as capacity constraints are
sorted out. Margins are expected to recover with full year FY15 margins at 21-22 per cent.
At CMP, the stock is trading at a P/E of 36x FY14 EPS. We recommend a “BUY” on the stock with a
price target of Rs. 800 (36x at street estimated FY16 EPS of Rs. 22.2) an upside of 28%, over a period
of 3 to 6 months.

Ajcon Global Services Ltd. research reports are also available on Bloomberg [AGSL<Go>]
[AGSL<Go>]
Email: research@ajcon.net Website: www.ajcononline.com

Stock Holding Disclosure under SEBI regulations:
a)
b)
c)
d)
e)

Analyst holding: Yes
Company holding: No
Directors holding: No
Group/Associates Position: No
Relationship with management: No

Disclaimer
The content in this research report has been prepared by Ajcon Global Services Ltd. and is meant for
the recipient for use as intended and not for circulation. The content in the research report should not
be research reported or copied or made available to others. The information contained herein is from
the public domain or sources believed to be reliable. While reasonable care has been taken to ensure
that information given is at the time believed to be fair and correct and opinions based thereupon are
reasonable, due to the very nature of research it cannot be warranted or represented that it is
accurate or complete and it should not be relied upon as decision such. Ajcon Global Services Ltd.
would not be responsible for any loss to the investors; they should verify all the fundamentals before
investing. Investors should not soley rely on the information contained in this research report and
must make investment decisions based on their own investment objectives, goals, risk profile,
financial position and based on their own analysis.. The securities discussed in this research report
may not be suitable for all investors. The recepients of this material should take their own professional
advice before acting on this information. Ajcon Global Services Ltd., its directors and employees, will
not in any way be responsible for the contents of this research report. This is not an offer to sell or a
solicitation to buy any securities.
Ajcon Global Services Ltd. proprietary trading and investment businesses may make investment
decisions that are inconsistent with the recommendations expressed herein. We and our affiliates,
officers, directors, and employees may: (a) from time to time, have long or short positions in Futures
and Options Segment, and buy or sell the securities in Cash market thereof, of company (ies)
mentioned herein or (b) be engaged in any other transaction involving such securities and earn
brokerage or other compensation or act as a market maker in the financial instruments of the
company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have
other potential conflict of interest with respect to any recommendation and related information and
opinions. The analyst for this research report certifies that all of the views expressed in this research
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 research report. Ajcon Global Services Ltd.,
may be considered as interested party in view of its relationship as the financial advisors and
consultants to some of the companies discussed in the research report.
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