03 July 2024 | Company update

Torrent Pharma

Focus on branded generics and profitability

In its FY24 annual report, Torrent Pharma (TRP) has highlighted strategic
themes that align with its short, medium and long-term goals: (1) improving
market share in core markets (India, Brazil, Germany, and the US); (2) investing
in growth engines (capabilities in EMs); (3) operational excellence (cost
competitiveness); (4) engaged and empowered stakeholders (productivity,
innovation); (5) deploying digital technologies (data analytics, emerging
technologies); and (6) taking responsible actions (carbon emissions and water
management). TRP will continue to focus on branded generic business growth
(~74% of sales), new launches, improvement of field force productivity, scale-
up of consumer healthcare business, cost competitiveness in generics (US and
Germany), and deleveraging the balance sheet, backed by strong cash
generation (net debt/ EBITDA improved to ~0.9x in FY24, from ~1.6x in FY23
and ~2.3x in FY20). We tweak our FY25/26E EPS and introduce FY27E EPS. We
roll forward TP of INR 3,010, based on a 38x Q1FY27E EPS (vs. INR 2,940 at 38x
FY26E), implying 22x Q1FY27E EV/EBITDA. Maintain ADD.

= India business (53% of sales) on a steady growth path: TRP continues to
focus on chronic and sub-chronic therapies (CVS, CNS, VNM, gastro, anti-
diabetic, gynaecology, and urology), which are high-growth categories. It
expects to gain market share in key sub-therapies. Also, it is focusing on
scaling up (1) the Curatio business through expanding coverage among key
prescriber segments (paediatricians and dermatologists) and cost synergy
execution and (2) consumer healthcare business where it has four products
Shelcal-500 (calcium supplement), Ahaglow (face wash gel), Unienzyme
(digestive enzymes) and Tedibar (baby bathing bar) and the focus is on
gaining traction through new channel activations, increasing distribution in
new towns and scaling up of the e-commerce business. Moreover, it intends
to expand its field force (~5,700 MRs) in core therapy areas to broaden doctor
coverage, prioritise focus brands, and introduce new products.

= Brazil (10% of sales) to maintain growth momentum: TRP expects to
outperform the market in the retail sector (retail market in Brazil to grow at
8-12%), driven by new product launches in branded and generic segments.
The company remains focused on expanding its portfolio, with plans to file
16 products (13 in CNS, anti-diabetes, CVS, and three in oncology therapy) in
FY25. As of FY24, it has commercialised 23 branded generics and 20 generic
products and has a field force of 321.

= Focus on raising profitability in the US (10% of sales): TRP’s US business
declined 10% YoY to USD 130 mn in FY24 due to a lack of new products and
price erosion on existing products. Its two plants Dahej and Bileshwarpura
(oral onco) received the USFDA clearance, and it expects launch momentum
to start from Q1FY25. It is focusing on cost competitiveness since it is looking
to rationalise select low-profitable products and third-party CMO tie-ups for
high-volume, low-value products.

Financial Summary

YE March (INR bn) FY21 FY22 FY23 FY24 FY25E FY26E FY27E
India sales (INR bn) 37 43 50 57 63 71 80
Net Sales 80 85 96 107 121 137 153
EBITDA 25 24 28 34 39 45 51
APAT 12 11 13 16 20 26 30
Diluted EPS (INR) 36.2 31.1 37.2 47.9 60.0 75.7 89.8
P/E (x) 77.9 90.7 75.9 58.9 47.0 37.3 314
EV / EBITDA (x) 40.2 40.7 35.2 29.3 25.3 21.6 18.8
RoCE (%) 18 17 20 22 27 32 36

NSTITUTS AL

\
ADD

CMP (as on 2 July 2024) INR 2,820

Target Price INR 3,010
NIFTY 24,124
EI]::I;NGES OLD NEW
Rating ADD ADD
Price Target ~ INR 2,940 INR 3,010
FY25E FY26E
EPS %
(1.3) (2.2)
KEY STOCK DATA
Bloomberg code TRP IN
No. of Shares (mn) 338
MCap (INR bn) / ($ mn) 954/11,436
6m avg traded value (INR mn) 692
52 Week high / low INR 2,980/1,771

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 57 214 48.0

Relative (%) 18) 109 253

SHAREHOLDING PATTERN (%)

Dec-23 Mar-24

Source: Company, HSIE Research

HSIE Research is also available on Bloomberg ERH HDF <GO> & Thomson Reuters

Promoters 71.25 71.25
FIs & Local MFs 721 7.26
FPIs 14.09 14.14
Public & Others 7.45 7.35
Pledged Shares - -
Source: BSE

Mehul Sheth

mehul.sheth@hdfcsec.com
+91-22-6171-7349

L Hore secuiies [AfS

Click. Invest. Grow. YEARS




L} HDFC sccuiies [RL
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= Steady growth in Germany (10% of sales): TRP continues to focus on cost-
efficiency efforts to improve its market share in the tender segment, launching
products that face patent expiries, expanding the non-tender segment and

developing its OTC business.

= Debt reduction and return ratios improving: TRP has a leverage balance sheet
with a net debt reduction of ~INR 13.5 bn in FY24 leading to a net debt to EBITDA
of ~0.9x in FY24, down from ~1.6x in FY23 and ~2.3x in FY20—led by strong OCF
generation. Moreover, steady sales growth and sustained margin improvement (at
31.8% in FY24 from 29.7% in FY23) have led to a consistent improvement in the
return ratios.

India business — Focus area

®  Field force expansion: Expanding field force in core therapy areas to broaden
doctor coverage, prioritise focus brands, and introduce new products. Looking to
add new divisions to target smaller towns and reach previously uncovered
prescribers.

®  Brand building: Portfolio restructuring to provide room for the growth of sizeable
brands and strengthen brand building.

®  Curatio integration and scale-up: Maintaining growth momentum post-
acquisition. Expanding coverage in pediatric and dermatology specialties. Driving
operational efficiencies and integrating sales processes.

®  New product offerings and strategic alliances: Torrent Pharma has focused on
launching a significant number of new products in FY24. Notable launches include
Sitagliptin FDC, Linagliptin and its FDC in the anti-diabetic segment, Ferric
Carboxy Maltose in the gynaecology segment, and Lasmitidan in the CNS
segment. TRP had entered a partnership with Zydus to bring Saroglitazar to India.
In Jun24, TRP entered into a non-exclusive patent licensing agreement with
Takeda to commercialise Vonoprazan in India. Vonoprozan is a novel potassium-
competitive acid blocker (P-CAB), used for the treatment of acid related disorders
- Gastroesophageal Reflux Disease (GERD). TRP will market Vonoprazan under
its own trademark, Kabvie.

®  Scaling up consumer healthcare (CHC) and trade generics businesses: TRP
focused on gaining market share in areas with a lower presence. Initiatives include
expanding the CHC portfolio with brands like Shelcal, Unienzyme, Tedibar, and
Ahaglow, along with enhancing distribution and launching national media
campaigns. The trade generics business saw expansion with a network of ~4,000
stockists and dedicated teams.

Exhibit 1: Steady growth in India

I India formulations (INR bn) YoY growth % (RHS)
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Exhibit 2: TRP growth was largely price driven in last few quarters
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Source: IQVIA, HSIE Research, Note: *Price calculated as difference between Value and Volume

Exhibit 3: Steady growth in key therapies like CVS, gastro, and CNS

Torrent Ph. therapy YoY % % of :aylii FY20 FY21 FY22 FY23 FY24 Apr-24 May-24
Cardiac 27% 7% 10% 1% 9% 7% 12% 11%
Gastro Intestinal 17% 13% 9% 21% 16% 7% 11% 14%
Neuro / Cns 15% 6% 13% 12% 18% 9% 10% 7%
Vitamins/Minerals/Nutrients 10% 9% 15% 14% 17% 9% 10% 7%
Pain / Analgesics 8% 7% 2% 14% 17% 8% 8% 8%
Anti Diabetic 9% 19% 14% 9% 15% 13% 16% 14%
Derma 7% 9% -1% 21% 19% 12% 11% 6%
Anti-Infectives 3% -4% -17% 5% -8% 3% 5% 2%
Gynaec. 2% 16% 8% 27% 31% -1% 22% 20%
Urology 1% 5% -1% 9% 4% 1% 1% -5%
Torrent Ph. total 100% 8% 8% 11% 14% 8% 11% 9%

Source: IQVIA, HSIE Research

Exhibit 4: Gained share in therapies like gastro, CNS, and VMS; lost share in CVS

% of
Torrent Ph. therapy MS % FY24 FY20 FY21 FY22 FY23 FY24 Apr-24 May-24

sales
Cardiac 27% 8.5 8.2 7.5 7.5 7.3 7.3 7.4
Gastro Intestinal 17% 5.1 5.3 515 5.6 5.6 5.3 515
Neuro / Cns 15% 7.6 7.8 7.8 8.3 8.3 8.3 8.5
Vitamins/Minerals/Nutrients 10% 3.8 3.9 3.9 4.4 4.4 4.4 4.4
Pain / Analgesics 8% 3.6 3.7 3.5 3.6 3.6 4.5 4.7
Anti Diabetic 9% 2.7 2.8 29 3.1 33 34 35
Derma 7% 2.8 2.6 29 32 33 34 32
Anti-Infectives 3% 1.2 1.2 0.9 0.8 0.8 0.8 0.8
Gynaec. 2% 1.3 1.3 14 1.6 1.5 1.6 1.6
Urology 1% 1.3 1.2 1.1 1.0 0.9 0.7 0.7
Torrent Ph. total 100% 3.3 34 3.2 3.4 34 3.5 3.6

Source: IQVIA, HSIE Research
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Exhibit 5: Steady growth in the leading brands

% of  FY24
Torrent Ph. brands YoY Therapy FY24 sales FY20 FY21 FY22 FY23 FY24 Apr-24 May-24

sales (Rs bn)
Shelcal Vitamins/Minerals/Nutrients 6% 44 5% 18% 7% 15% 5% 8% 6%
Chymoral Pain / Analgesics 4% 3.1 10% 8% 16% 22% 15% 11% 11%
Nexpro-Rd Gastro Intestinal 3% 2.1 21% 19% 26% 20% 11% 12% 13%
Shelcal Xt Vitamins/Minerals/Nutrients 3% 2.2 50% 12% 41% 35% 25% 16% 11%
Nikoran Cardiac 3% 2.0 6% 15% 10% 15% 14% 15% 13%
Unienzyme Gastro Intestinal 2% 1.6 9% 17% 3% 13% 7% 23% 14%
Nebicard Cardiac 2% 14 10% 11% -1% 7% 6% 5% -3%
Losar Cardiac 2% 1.3 6% 12% -9% 6% 6% 7% 14%
Losar-H Cardiac 2% 1.2 -4% 7% -6% 0% 0% 1% 2%
Azulix-Mf Anti Diabetic 2% 1.1 14% 4% 4% 3% -6% -8% -8%
Top 10 brands 28% 20.3 12% 58% 10% 15% 10% 11% 9%

11-25 brands
26-50 brands
Above 50 brands
Torrent Ph. total

17% 12.8 13% 14% 10% 11% 8% 9% 8%
15% 10.7 16% 27% 13% 12% 5% 10% 11%
40% 29.8 4%  -17% 12% 15% 8% 11% 9%
100% 73.6 8% 8% 11% 14% 8% 11% 9%

Source: IQVIA, HSIE Research

Exhibit 6: Focus to improve field force productivity
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Source: Company, HSIE Research

Brazil business—Focus area

Accelerated product filings: Torrent Pharma has accelerated its product filings in
the past two years, with plans to launch these products in the coming years. This
strategy aims to sustain current growth and promote future growth in specific
therapeutic areas.

Expansion of generics business: Torrent Pharma's Gx business has shown robust
growth, surpassing market expectations. Currently, Torrent Pharma's Gx products
are available at 45,000 points of sale. The company aims to continue increasing its
market share and reach across points of sale.

Entering new therapies: In addition to expanding its existing business, the
company achieved significant milestones by entering new therapies and building
large brands. In FY24, the company marked its foray into oncology with its maiden
product filing and received approvals for seven derma products.

Page | 4
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Exhibit 7: Strong growth in Brazil business

I Brazil (INR bn) YoY growth % (RHS) ——CCYoY growth % (RHS)
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Source: Company, HSIE Research

US business—Focus area

The company gained significant market share in some of its specialised niche
products and the derma portfolio. Its supply chain connectivity proved
advantageous compared to the supply chain issues faced by competitors.

Identified low-cost CMOs for high-volume, low-value products. Also plugging in
new API vendors, which provides cost savings.

Rationalised the portfolio to reduce sales of low-profitability products. Products
were evaluated using marginal costs to ensure adequate margins were earned.

The company received the USFDA clearance for its Dahej facility has received
Establishment Inspection Report (EIR), which paves way for the new product
approvals. Its oncology facility has also received EIR, and the first product is
launched from this facility.

As of FY24, 34 ANDAs were pending approval with the USFDA, and 4 tentative
approvals were received. In FY24, 10 ANDAs were approved and 2 ANDAs were
filed.

Exhibit 8: Muted growth in US; to see gradual recovery from FY24
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Exhibit 9: ANDA filing and approval rate to improve
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Exhibit 10: Dahje plant out of the USFDA scrutiny

Jun-24

Torrent

Dec-23
May-23

Mar-23

Company Inspection Date Facility No. of observations  Facility Status

PAI - 5 obs of which 2 repeat obs from
Sep'22 inspection

Indrad 5 OAI (Jan'23) for 3 obs
4 obs (Apr'19)-> OAI (Aug'19) > WL
(Oct-19)

Bileshwarpura, Gujarat 5 (PAI) )

(oral-onco)

. EIR + VAI (Aug'23)
Dahej 2 OAI (Jul-19)
Bileshwarpura, Gujarat 1 (PAI) EIR (Jun'23)

(oral-onco)

Source: Company, HSIE Research, USFDA

Germany business — Focus area

Cost competitiveness and tender bidding strategies: Implementation of the cost
leadership program focusing on various parameters to improve competitiveness.
Ongoing efforts to enhance cost efficiency across several identified products, with
various stages of cost improvement implementation. Grow base business through
aggressive tender bidding.

Expansion in the generics market: The strategic approach includes identifying
portfolio gaps and off-patent products, sourcing them from in-house
manufacturing or external tie-ups and increasing coverage in the German generics
market.

OTC business expansion: Successful expansion of the OTC team, with a focus on
increasing pharmacy coverage and launching new OTC products to cater to
consumer needs and preferences.

Specialty channels and hospital expansion: Launch of the new combination
product as part of Generic Plus expansion, along with establishing contracts with
hospitals, buying groups, and institutional centres. Initiation of regulatory
procedures for injectable products, with the expected grant of marketing
authorisation by mid-2025. The company has taken initial steps to establish
relationships with hospital buying groups, laying the groundwork for the
introduction of injectables in the future.

Page | 6
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Exhibit 11: Growth recovery in Germany business
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Source: Company, HSIE Research

RoW business—focus area

®  Leverage the existing product pipeline to expand and reinforce its presence in

other growing markets. Venture into new markets by pivoting an already proven
business model and go-to-market strategies from existing markets.

® Incrementally invest in other existing and new markets to develop them as growth
engines in the medium to long term.

B Torrent Pharma has identified the Philippines, Mexico, Russia, Malaysia, the UK,
and LATAM as second-tier markets for incremental capital allocation and for
building them as growth engines in the long run.

Page | 7
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Exhibit 12: Revenue, EBITDA and PAT assumptions
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(INR mn) % of FY24 sales FY19 FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E
India 53% 32,340 35170 37,390 42,860 49,840 56,660 63,459 71,074 79,603
YoY growth 38% 9% 6% 15% 16% 14% 12% 12% 12%
Brazil 10% 6,890 7,150 6,300 7,420 9,350 11,260 13,287 15,546 18,033
YoY growth -3% 4% -12% 18% 26% 20% 18% 17% 16%
Other countries 11% 6,900 7,660 8,200 8810 10,600 11,889 13,554 15451 17,460
YoY growth 32% 11% 7% 7% 20% 12% 14% 14% 13%
Total branded generics 74% 46,130 49,980 51,890 59,090 69,790 79,809 90,300 1,02,071 1,15,096
YoY gl‘OWth 29% 8% 4% 14% 18% 14% 13% 13% 13%
us 10% 15890 15230 12,610 10,670 11,620 10,780 11,744 13,654 14,777
YoY growth 44% -4% -17% -15% 9% 7% 9% 16% 8%
US (USD mn) 227 215 170 143 145 130 140 161 174
YoY growth 33% -5% -21% -16% 1% -10% 8% 15% 8%
Germany 10% 10,090 9,470 10,380 9,660 9,280 10,740 12,136 13,714 15,360
YoY growth 17% -6% 10% -7% -4% 16% 13% 13% 12%
Contract manufacturing 5% 4,603 4,612 5,064 5,472 4,817 5,321 5,853 6,438 7,082
YoY growth 15% 0% 10% 8% -12% 10% 10% 10% 10%
Others 1% 15 101 102 189 695 628 660 693 727
YoY growth -81% 581% 1% 85% 268% -10% 5% 5% 5%
Total revenues 100% 76,728 79,393 80,046 85,080 96,202 1,07,278 1,20,693 1,36,570 1,53,042
YoY gl‘OWth 29% 3% 1% 6% 13% 12% 13% 13% 12%
Gross profit 54,531 57,724 58,582 60,660 68,850 80,416 90,640 1,02,700 1,15,240
Gross Margin (o/o) 71.1% 72.7% 73.2% 71.3% 71.6% 75.0% 75.1% 75.2% 75.3%
EBITDA 19,842 21,704 24,801 24,313 28,601 34,068 38,622 44,795 50,810
YoY growth 47% 9% 14% -2% 18% 19% 13% 16% 13%
EBITDA Margin (%) 25.9%  27.3%  31.0% 28.6% 29.7%  31.8%  32.0% 32.8% 33.2%
Adj PAT 7,145 9,533 12,257 10,526 12,574 16,217 20,303 25,614 30,390
YoY gl‘OWth 41% 33% 29% -14% 19% 29% 25% 26% 19%
Source: Company, HSIE Research, EBITDA/ PAT adjusted for forex and one-offs.
Exhibit 13: Key cash flow highlights
INR mn FY20 FY21 FY22 FY23 FY24
PBT 11,866 15,263 12,259 18,472 23,521
Operating Profit before WC 20,628 25,191 25,759 27,844 33,461
(Inc.)/Dec in working capital (3,858) (3,383) (3,519) (182) 4,181
Cash flow from operations after WC 16,770 21,809 22,240 27,662 37,642
Cash Taxes paid (2,840) (1,755) (4,210) (3,981) (4,981)
Net Cash from operating activities 13,929 20,054 18,030 23,681 32,661
Capex for purchase of property, plant, and equipment 4,068 3,352 2,026 5,739 4,328
Acquisition capex - - - 20,000 -
Total capex 4,068 3,352 2,026 25,739 4,328
Free cash flow 9,861 16,702 16,004 (2,058) 28,333
Free cash flow (ex-acquisition) 9,861 16,702 16,004 17,942 28,333
OCF as % of EBITDA 64% 81% 74% 83% 96%
Source: Company, HSIE Research
Page | 8
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Exhibit 14: Assets break-up: Tangible, intangible, and ROU
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INR mn FY20 FY21 FY22 FY23 FY24
Tangible
Gross block 40,297 41,656 44,443 43,788 50,882
Depreciation 12,118 14,079 18,692 17,521 19,488
Net tangible assets 28,179 27,578 25,751 26,267 31,394
CWIP tangible 5,766 7,439 5,443 6,882 2,808
CWIP as % of gross block 14.3% 17.9% 12.2% 15.7% 5.5%
Right of use of assets
Gross block 1,658 1,865 1,780 2,132 2,404
Depreciation 304 610 504 683 828
Net ROU 1,354 1,256 1,275 1,449 1,576
Intangible
Gross block 57,965 58,182 58,465 78,821 78,180
Depreciation 15,588 19,781 23,859 28,698 33,149
Net intangible assets 42,377 38,401 34,606 50,124 45,031
CWIP intangible 1,353 1,455 855 772 797
CWIP as % of gross block 2.3% 2.5% 1.5% 1.0% 1.0%
Total assets
Gross block 99,920 1,01,703 1,04,687 1,24,741 1,31,465
Depreciation 28,010 34,469 43,055 46,902 53,465
Net assets 71,910 67,234 61,632 77,840 78,001
CWIP 7,119 8,894 6,298 7,654 3,605
CWIP as % of gross block 7.1% 8.7% 6.0% 6.1% 2.7%
Source: Company, HSIE Research
Exhibit 15: Debt reduction over last few years
INR mn FY20 FY21 FY22 FY23 FY24
Gross debt 57,844 48,255 40,181 52,973 39,374
Lease liabilities = 487 516 713 845
Total debt 57,844 48,741 40,697 53,686 40,219
Cash and bank balance 6,667 6,035 4,034 5,715 8,390
Current investments 0 1,391 1,840 1,561 1,410
Total cash 6,667 7,426 5,874 7,276 9,801
Net debt 51,177 41,316 34,823 46,410 30,419
Gross debt to Equity 12 0.8 0.7 0.9 0.6
Net debt to Equity 1.1 0.7 0.6 0.7 0.4
Gross debt to EBITDA 2.7 2.0 1.7 19 12
Net debt to EBITDA 2.4 17 14 1.6 0.9
Source: Company, HSIE Research
Exhibit 16: Dividend history
Dividend history FY20 FY21 FY22 FY23 FY24
Payment of dividend (INR mn) 7,344 3,385 6,769 8,630 10,153
Dividend payout (as % of reported PAT) 72% 27% 87% 69% 61%
Dividend per share (INR) 22 10 20 25 30
Dividend Yield % 0.8% 0.4% 0.7% 0.9% 1.1%
Source: Company, HSIE Research
Page | 9
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Exhibit 17: Contingent liabilities

Contingent liabilities INR mn) FY20 FY21 FY22 FY23 FY24
Estimated amount of contracts remaining unexecuted on capital 2448 2015 3,766 1682 4176
account (net of advances)

Disputed demand of income tax for which appeals have been 15 15 15 16 16
preferred

Disputed employee state insurance contribution liability under E.S.I. 141 148 155 161 168
Act, 1948

Disputed demand of goods and service tax/ excise 1,048 972 1,008 1,220 1,289
Disputed demand of local sales tax and C.S.T 3 3 2 2 2
Disputed demand of stamp duty 34 34 34 34 34
Disputed cases at labour court/ industrial court 52 55 71 73 63
Disputed bonus liability under Payment of Bonus (Amendment) Act,

5 3 3 3 3
2015
Total 3,746 3,243 5,054 6,190 5,751
Contingent liabilities as % of net worth 8% 6% 8% 10% 8%
Source: Company, HSIE Research
Exhibit 18: PE chart
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Exhibit 19: EV/ EBITDA chart
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Financials (Consolidated)
Profit & loss (INR mn)

March FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E
Net sales 77,800 78,862 84,188 94,637 1,05,623 1,20,693 1,36,570 1,53,042
Other operating income 1,593 1,183 892 1,565 1,655 0 0 0
Total operating income 79,393 80,046 85,080 96,202 1,07,278 1,20,693 1,36,570 1,53,042
Cost of goods sold -21,669 -21,464 -24,420 -27,352 -26,862 -30,053 -33,869 -37,801
Gross profit 57,724 58,582 60,660 68,850 80,416 90,640 1,02,700 1,15,240
Gross margin (%) 73 73 71 72 75 75 75 75
Total operating expenses -36,020 -33,781 -36,348 -40,429 -46,740 -52,019 -57,906 -64,431
EBITDA 21,704 24,801 24,313 28,421 33,677 38,622 44,795 50,810
EBITDA margin (%) 27.3 31.0 28.6 29.5 31.4 32.0 32.8 33.2
Depreciation -6,544 -6,578 -6,622 -7,066 -8,083 -8,186 -8,369 -8,552
EBIT 15,160 18,223 17,691 21,355 25,594 30,436 36,426 42,258
Net interest -4,507 -3,529 -2,551 -3,334 -3,536 -2,772 -1,637 -901
Other income 386 249 270 451 579 731 786 851
Profit before tax 11,038 14,943 10,564 18,472 23,521 28,396 35,575 42,208
Total taxation -1,619 -2,744 -4,487 -6,019 -6,957 -8,093 -9,961 -11,818
Tax rate (%) 15 18 42 33 30 29 28 28
Profit after tax 9,420 12,199 6,076 12,452 16,564 20,303 25,614 30,390
Minorities 0 0 0 0 0 0 0 0
Profit/ Loss associate co(s) 0 0 0 0 0 0 0 0
Adjusted net profit 9,533 12,257 10,526 12,574 16,217 20,303 25,614 30,390
Adj. PAT margin (%) 12 16 13 13 15 17 19 20
Net non-recurring items 715 262 -2,754 -122 347 0 0 0
Reported net profit 10,247 12,519 7,772 12,452 16,564 20,303 25,614 30,390
Balance sheet (INR mn)

March FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E
Paid-up capital 846 846 846 1,692 1,692 1,692 1,692 1,692
Reserves & surplus 47,386 57,526 58,683 60,288 66,869 75,094 85,442 97,702
Net worth 48,232 58,372 59,530 61,981 68,562 76,786 87,135 99,394
Borrowing 43,661 48,741 40,697 53,686 40,219 32,228 22,736 13,245
Other non-current liabilities 1,539 670 2,445 4,556 8,342 8,428 8,513 8,600
Total liabilities 1,40,097 1,40,747 1,30,998 1,50,119 1,50,606 1,54,459 1,58,839 1,65,305
Gross fixed assets 99,920 1,01,703 1,04,687 1,24,741 1,31,465 1,35,315 1,39,165 1,43,015
Less: Depreciation -28,010 -34,469 -43,055 -46,902 -53,465 -61,547 -69,812 -78,260
Net fixed assets 71,910 67,234 61,632 77,840 78,001 73,769 69,354 64,755
Add: Capital WIP 7,119 8,894 6,298 7,654 3,605 3,597 3,597 3,597
Total fixed assets 79,030 76,128 67,930 85,494 81,606 77,366 72,951 68,353
Total Investment 21 1,811 2,263 1,988 1,728 1,728 1,728 1,728
Inventory 21,482 26,812 24,623 22,296 22,791 26,150 29,969 33,584
Debtors 16,493 15,234 16,325 19,438 18,443 21,457 24,658 28,058
Cash & bank 6,667 6,035 4,034 5,715 8,390 9,039 9,595 12,379
Loans & advances 59 51 44 42 56 62 67 72
Current liabilities 46,665 32,964 28,327 29,896 33,483 37,018 40,454 44,066
Total current assets 49,832 53,862 51,124 51,756 54,730 62,380 70,709 81,285
Net current assets 3,167 20,898 22,797 21,860 21,246 25,362 30,255 37,219
Other non-current assets 7,794 5,533 7,086 7,506 9,162 9,605 10,070 10,559
Total assets 1,40,097 1,40,747 1,30,998 1,50,119 1,50,606 1,54,459 1,58,839 1,65,305

Source: Company, HSIE Research
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Cash flow (INR mn)

March FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E
Profit before tax 11,038 14,943 10,564 18,472 23,521 28,396 35,575 42,208
Depreciation & Amortisation -6,544 -6,578 -6,622 -7,066 -8,083 -8,186 -8,369 -8,552
Chg in working capital -3,858 -3,383 -3,519 -182 4,181 -3,997 -4,777 -4,727
CF from operations 13,929 20,054 18,030 23,681 32,661 26,845 30,401 34,643
Capital expenditure -4,068 -3,352 -2,026 -25,739 -4,328 -3,850 -3,850 -3,850
CF from investing 1,986 -4,494 -1,966 -24,153 -1,679 -3,858 -3,850 -3,850
Equity raised/ (repaid) 0 0 0 0 0 0 0 0
Debt raised/ (repaid) -4,510 -5,429 -10,330 4,232 -12,360 -7,992 -9,491 -9,491
Dividend paid -7,344 -3,385 -6,769 -8,630 -10,153 -12,182 -15,368 -18,234
CF from financing -15,490 -16,508 -17,811 774 -27,796 -22,945 -26,497 -28,626
Net chg in cash 425 -949 -1,747 302 3,185 42 54 2,167
Key ratios

March FY20 FY21 FY22 FY23 FY24 FY25E FY26E FY27E
OPERATIONAL

FDEPS (INR) 28.2 36.2 31.1 37.2 479 60.0 75.7 89.8
CEPS (INR) 49.6 56.4 42.5 57.7 72.8 84.2 100.4 115.1
DPS (INR) 21.7 10.0 20.0 25.5 30.0 36.0 454 53.9
Dividend payout ratio (%) 71.7 27.0 87.1 69.3 61.3 60.0 60.0 60.0
GROWTH

Net sales (%) 43 1.4 6.8 12.4 11.6 14.3 13.2 12.1
EBITDA (%) 94 14.3 (2.0) 16.9 18.5 14.7 16.0 13.4
Adj net profit (%) 33.4 28.6 (14.1) 19.5 29.0 252 26.2 18.6
FDEPS (%) 33.4 28.6 (14.1) 19.5 29.0 25.2 26.2 18.6
PERFORMANCE

RoE (%) 19.8 23.0 17.9 20.7 24.8 27.9 31.3 32.6
RoCE (%) 16.6 18.4 17.1 19.6 221 26.6 31.6 36.0
EFFICIENCY

Asset turnover (x) 0.8 0.8 0.8 0.8 0.8 0.9 1.0 1.1
Sales/ total assets (x) 0.6 0.6 0.6 0.7 0.7 0.8 0.9 0.9
Working capital/ sales (x) 0.1) 0.1 0.2 0.2 0.1 0.1 0.1 0.1
Receivable days 77 71 71 75 64 65 66 67
Inventory days 136 177 148 120 113 116 119 120
Payable days 130 137 101 90 104 107 109 109
FINANCIAL STABILITY

Total debt/ equity (x) 0.9 0.9 0.7 0.9 0.6 0.4 0.3 0.1
Net debt/ equity (x) 0.8 0.8 0.6 0.8 0.5 0.3 0.1 0.0)
Current ratio (x) 1.1 1.6 1.8 1.7 1.6 1.7 1.7 1.8
Interest cover (x) 34 5.2 6.9 6.4 7.2 11.0 22.3 46.9
VALUATION

PE (x) 100.2 77.9 90.7 75.9 58.9 47.0 37.3 31.4
EV/ EBITDA (x) 45.7 40.2 40.7 35.2 29.3 25.3 21.6 18.8
EV/ Net sales (x) 12.7 12.6 11.8 10.6 9.3 8.1 71 6.2
PB (x) 19.8 16.4 16.0 154 13.9 12.4 11.0 9.6
Dividend yield (%) 0.8 04 0.7 0.9 1.1 1.3 1.6 1.9
Free cash flow yield (%) 1.0 1.7 1.7 0.2) 3.0 24 2.8 3.2

Source: Company, HSIE Research

Page | 12



H} HDFC securities 2{ )
Click. Invest. Grow. YEARS

Torrent Pharma: Company update
INSTITUTIONAL RESEARCH

Price Movement

Torrent Pharma
3100
2900
2700
2500
2300
2100
1900
1700 - Rating Criteria
1500 - BUY: >+15% return potential
g 8 & & & g 3 JF 3 I3 F 3 ADD: +5% to +15% return potential
2 2 § 8 3 & &5 2 & & § B REDUCE: -10% to +5% return potential
SELL: >10% Downside return potential

Page | 13



G worc s JU1
TOI’I’eI‘lt Pharma: Company update Click. Invest. Grow. YEARS
INSTITUTIONAL RESEARCH

Disclosure:

I, Mehul Sheth, MBA author and the name subscribed to this report, hereby certify that all of the views expressed in this
research report accurately reflect our views about the subject issuer(s) or securities. SEBI conducted the inspection and
based on their observations have issued advise/warning. The said observations have been complied with. 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.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company.
Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or
more in the subject company at the end of the month immediately preceding the date of publication of the Research Report.
Further Research Analyst or his relative or HDFC Securities Ltd. or its associate does have/does not have any material
conflict of interest.

Any holding in stock - NO

HDEFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must
not be used as a singular basis of any investment decision. The views herein are of a general nature and do not consider
the risk appetite or the particular circumstances of an individual investor; readers are requested to take professional advice
before investing. Nothing in this document should be construed as investment advice. Each recipient of this document
should make such investigations as they deem necessary to arrive at an independent evaluation of an investment in
securities of the companies referred to in this document (including merits and risks) and should consult their own advisors
to determine merits and risks of such investment. The information and opinions contained herein have been compiled or
arrived at, based upon information obtained in good faith from sources believed to be reliable. Such information has not
been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy,
completeness or correctness. All such information and opinions are subject to change without notice. Descriptions of any
company or companies or their securities mentioned herein are not intended to be complete. HSL is not obliged to update
this report for such changes. HSL has the right to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by,
any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such
distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject
HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the
same should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or
published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could
have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such as
ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be
considered to be taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or
other financial instruments. This report should not be construed as an invitation or solicitation to do business with HSL.
HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail
and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position
in, and buy or sell the securities of the 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 an advisor or lender/borrower to such company(ies) or may have any other
potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages
sustained due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation
in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or
income, etc.

Page | 14



G worc s JU1
TOI’I’eI‘lt Pharma: Company update Click. Invest. Grow. YEARS
INSTITUTIONAL RESEARCH

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks,
securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities from
time to time or may deal in other securities of the companies / organizations described in this report. As regards the
associates of HSL please refer the website.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might
have been mandated by the subject company for any other assignment in the past twelve months.

HSL or its associates might have received any 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 managing or co-managing public offerings,
corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third
party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have any
material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not based
on any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued other
reports that are inconsistent with and reach different conclusion from the information presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served
as an officer, director or employee of the subject company. We have not received any compensation/benefits from the
subject company or third party in connection with the Research Report.

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the
Research team and all its activities are segregated from Research activities. The proprietary desk operates independently,
potentially leading to investment decisions that may deviate from research views.

HDEC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp.
Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400

HDEFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEL, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg.
No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI
Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before
investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.

HDEC Securities

Institutional Equities

Unit No. 1602, 16th Floor, Tower A, Peninsula Business Park,
Senapati Bapat Marg, Lower Parel, Mumbai - 400 013

Board: +91-22-6171-7330 www.hdfcsec.com

Page | 15



