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Company details

Price target: Rs460

Market cap: Rs99,091 cr

52-week high/low: Rs679 / 350

NSE volume: (No of shares) 105 lakh

BSE code: 524715

NSE code: SUNPHARMA

Sharekhan code: SUNPHARMA

Free float: (No of shares) 109 cr

Price chart

Shareholding pattern

Price performance

Stock Update
One-off impacts Q4, Regulatory overhang remains

(%) 1m 3m 6m 12m

Absolute -10.6 -6.3 -16.0 -10.8

Relative to Sensex -12.1 -15.4 -25.1 -22.5

Sun Pharmaceutical Industries

Reco: Hold  |  CMP: Rs413

Key points

 �  Weak performance due to one-offs: Sales for 
the quarter grew by 2.3% to Rs 7163.9 crore (2% 
below estimate). Operating profit declined by 
36.5% to Rs 1068.8 crore (34% below estimate). 
OPM declined by 921 bps to 14.9%. Adjusted 
profit de-grew by 51.1% to Rs 775.1 crore (18% 
below estimate). Weak performance was due to 
the  one-time impact of ~Rs 1085 crores related 
to change in distribution for India business.  

 �  Business outlook remains stable: Sun Pharma 
continues to invest significantly for building a 
specialty franchise in the US, which is gaining  
traction slowly. The company stated that Ilumya 
has started gaining traction and Cequa launch 
is expected in upcoming months in the US. 
Management guidance for FY2020 is as follows: 
1) Sales to grow at low-to-mid digit teens (on 
reported FY2019 sales number); 2) R&D to be in 
range of 8-9%; 3) Capex to be $200 million for 
FY2020 and 4) Tax rate to increase progressively 
in the upcoming years. With better product mix 
and cost control measures, the management 
expects margin expansion over the next two 
years. 

 �  Maintain Hold with lower PT of Rs 460: We 
expect Sun Pharma to report sales and profit 
CAGR of 20% and 38% over FY2019-FY2021 on 
account of growth across all business verticals. 
However, taking into account the one-time sales 
impact of FY2019 and increased tax rate for 
the upcoming years, we have revised our sales 
downward and earnings estimates by 7%/5% 
and 12%/7% respectively for FY2020/FY2021 
respectively. Also, the outcome of investigation 
related to pricing issues taken up by DoJ (Dept. 
of Justice, USA) and that of SEBI investigation 
will continue to weigh on the stock. We maintain 
Hold recommendation on the stock with lowered 
PT of Rs 460. 

 �  Key Risk: Any delay in product launches or 
change in pharma policy or regulations in US 
can impact our earnings estimates severely. Any 
adverse outcome of Litigations/ investigations 
also poses a threat to our outlook in the near 
term.
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Valuation Rs cr

Particulars FY2018 FY2019 FY2020E FY2021E

Net sales 26488.8 29065.9 34051.2 41841.8

OPM (%) 21.2% 21.7% 24.0% 26.0%

Adj. PAT 3111.4 3879.8 5428.7 7375.1

EPS (Rs) 13.0 16.2 22.6 30.7

PER (x) 31.8 25.5 18.3 13.4

EV/Ebidta (x) 17.9 16.3 11.1 7.7

P/BV (x) 2.6 2.4 2.1 1.9

Mcap/sales 3.7 3.4 2.9 2.4

ROCE (%) 9.2 10.0 12.5 15.4

RONW (%) 8.1 9.4 11.7 13.9
Source: Sharekhan Research

Results Rs cr
Particulars Q4FY2019 Q4FY2018 YoY % Q3FY2019 QoQ %
Total sales 7,163.9 6,977.1 2.7 7,740.2 -7.4

Expenditure 6,095.1 5,293.6 15.1 5,587.3 9.1

Operating profit 1,068.8 1,683.5 -36.5 2,152.9 -50.4

Other Income 281.5 302.8 -7.0 193.1 45.8

EBITDA 1,350.3 1,986.2 -32.0 2,346.0 -42.4

Interest 150.0 155.4 -3.4 144.8 3.6

Depreciation 454.1 455.2 -0.3 471.1 -3.6

PBT 746.2 1,375.6 -45.8 1,730.1 -56.9

Taxes -28.8 -210.2 -86.3 270.9 -110.6

Adjusted PAT 775.1 1,585.9 -51.1 1,459.2 -46.9

MI+OCI+Excep Item 139.2 243.4  217.3  

Reported PAT 635.9 1,342.5 -52.6 1,241.9 -48.8

EPS 2.6 5.6  5.2  

Margins   BPS  BPS

OPM % 14.9 24.1 -921 27.8 -1290

EBIDTA % 18.8 28.5 -962 30.3 -1146

PATM  % 8.9 19.2 -1037 16.0 -717

Tax rate % -3.9 -15.3 1142 15.7 -1952
Source: Sharekhan Research

Geography-wise Sales Break-up Rs cr
Particulars Q4FY2019 Q4FY2018 YoY % Q3FY2019 QoQ %
Formulations 6523.1 6357.3 2.6 7201.0 -9.4

India 1101.3 1962.6 -43.9 2235.3 -50.7

US 3123.8 2371.6 31.7 2605.9 19.9

Emerging Market 1219.9 1279.4 -4.6 1461.8 -16.5

ROW 1078.0 743.7 45.0 898.1 20.0

API 483.7 332.4 45.5 426.1 13.5

Others 37.4 21.3 75.3 29.6 26.3

Total 7044.3 6711.0 5.0 7656.7 -8.0

Other Op Inc 119.66 266.1 -55.0 83.5 43.3

Total Sales 7163.92 6977.10 2.7 7740.19 -7.4
Source: Company
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