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Share price performance 

52-week high/low (Rs) 655/386  
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Robust Quarter: ‘Buy’ maintained 

In Q3FY07, Lupin Limited (Lupin) reported revenues of Rs4.9bn 
and net profit of Rs560mn, an increase of 15.5% and 26.8% 
YoY respectively. This growth was primarily driven by a 31% 
growth in formulation sales. Increase in formulation sales to 
the developing markets (including India) and high-margin 
exports to regulated markets (US and EU) expanded the 
company’s operating profit margins by 260bps YoY and by 
30bps QoQ.  

On account of better than expected results, we are increasing 
our FY08E EPS estimate by 2.7% to Rs38. Currently, the stock 
is quoting at FY08E PER of 15.1x. Hence, we maintain our ‘Buy’ 
recommendation on the stock with a price target of Rs646, an 
upside of 12.3% from CMP. 

 

 Formulation sales drive topline: Lupin reported sales of 
Rs4.9bn during Q3FY07, an increase of 15.5% YoY. This 
increase was driven by a 31% growth in formulation 
sales. Export revenues from advanced markets (US & 
EU) increased by 28% to Rs851mn, driven mainly by 
suprax sales that increased by 105% YoY from US$ 
3.7mn to US$ 7.6mn. In Q3FY07, Lupin secured two 
ANDA approvals for Trandolapril tablets and Sertraline 
HCL tablets. API sales from the developing markets, 
however, declined 8% YoY. 

 Improving operating margins: Operating margins 
increased by 260bps YoY and 30bps QoQ. This increase 
was mainly driven by higher revenues from the regulated 
markets and increase in finished dosage sales to the 
developing markets (including India).  

 Product filings increase R&D spend:  In Q3FY07, Lupin 
filed two ANDAs, two DMFs and four MAAs (EU). This 
resulted in a high R&D expenditure of Rs316mn i.e 6.4% of 
sales. In Q3FY07, anti-migraine NCE molecule moved into 
phase III clinical trials; thus showing Lupin’s focus on 
product development and R&D capabilities.  

 Cefdinir- Key trigger for FY08E: Lupin is the only generic 
company to win FDA approval for the launch of generic 
Cefdinir capsules. Cefdinir (Omnicef) is a brand of Abbott 
Laboratories, (IMS brand sales US$543mn) used for 
treating bacterial infections. It is available in capsule and 
suspension forms. Lupin’s DMF filing was the first one in  
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September 2004. Till date, Lupin is the only company that has got an USFDA 
approval. We believe that Lupin will be the only generic player in Cefdinir on 19 
May 2007, when the patent expires.  

 Valuations:  Currently, Lupin is trading at a PER of 15.1x FY08E. Lupin’s stable 
and growing formulations business, increased contribution from the 
developing markets, scaling up of its generic portfolio in the regulated markets 
(US and EU) and out-licensing opportunities arising from its NCEs strengthen 
our view further. Hence we maintain our ‘Buy’ recommendation on the stock 
with price target of Rs646. 

   Table 1. Quarterly result table 

Rs mn Q3FY07 Q2FY07 QoQ (%) Q3FY06 YoY (%)

Net Sales 4929.3 4839.1 1.9 4269.0 15.5

Other income from operations 37.7 46.8  

Expenditure 4174.1 4123.3 1.2 3693.2 13.0

  (%) of net sales 84.7 85.2  86.5

(Increase)/ decrease in stock -153.2 -276.7 -44.6 -44.4 245.0

Raw material consumed 2313.9 2470.3 -6.3 2072.9 11.6

  (%) of net sales 46.9 51.0  48.6

Staff cost 494.6 516.5 -4.2 383.2 29.1

  (%) of net sales 10.0 10.7  9.0
Manufacturing & Other 
Expenses 1518.8 1413.2 7.5 1281.5 18.5

  (%) of net sales 30.8 29.2  30.0

EBITDA 792.9 762.6 4.0 575.8 37.7

  (%) of net sales 16.1 15.8  13.5

Depreciation 120.7 112.4 7.4 100.8 19.7

EBIT 672.2 650.2 3.4 475.0 41.5

  (%) of net sales 13.6 13.4  11.1

Interest 88.7 93.1 -4.7 78.7 12.7

Other Income 144.9 171.0 -15.3 96.1 50.8

PBT 728.4 728.1 0.0 492.4 47.9
Provision for tax(including 
deferred tax) 168.2 209.6 -19.8 50.5 233.1

Tax Rate (%) 23.1 28.8 5.7 10.3

PAT 560.2 518.5 8.0 441.9 26.8

NP Margin (%) 11.4 10.7  10.4

Equity 803.3 803.1  401.4

EPS (Rs.) 7.0 6.5  5.5
    Source: IISL research, company 
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Financials 

Profit & Loss Balance Sheet
In Rs million FY05 FY06 FY07E FY08E In Rs million FY05 FY06 FY07E FY08E
Net sales 12,611.4 16,954.0 20,211.3 23,779.5 Equity capital 401.4 401.4 803.1 803.1
YoY (%) 34.4 19.2 17.7 Preference capital 0.0 0.0 0.0 0.0
Total expenses 11,277.2 14,718.4 17,284.1 19,666.1 Reserves 4,492.4 5,831.4 6,929.7 8,985.4
Inc/dec in stock 1.1 (483.0) (345.7) (320.9) Net worth 4,893.8 6,232.8 7,732.8 9,788.5
Raw material cost 6,439.9 8,742.2 10,018.0 11,126.5
Staff cost 1,329.1 1,689.6 1,943.0 2,234.5 Total borrowings 4,572.1 9,249.0 4,701.6 5,095.1
Power and fuel cost 622.9 746.0 883.8 1,046.5 Deferred tax 934.6 939.0 1,028.0 1,157.7
Other manufacturing expens 634.7 765.0 881.3 1,005.6 Total liabilities 10,400.5 16,420.8 13,462.4 16,041.3
Other expenses 2,249.5 3,258.6 3,903.6 4,573.9
EBIDTA 1,334.2 2,235.6 2,927.2 4,113.5 Gross block 7,346.6 8,561.3 10,061.3 11,361.3
YoY (%) 67.6 30.9 40.5 Less: Acc. depreciation 1,717.7 2,095.6 2,561.3 3,087.4
EBIDTA (%) 10.6 13.2 14.5 17.3 Net block 5,628.9 6,465.7 7,500.0 8,273.9
Other income 234.1 741.0 701.1 754.0 CWIP 698.1 252.1 100.0 100.0
PBIDT 1,568.3 2,976.6 3,628.3 4,867.5
Interest 282.5 312.8 380.6 288.1 Investments 26.4 28.0 1.2 919.2
Gross profit 1,285.8 2,663.8 3,247.6 4,579.4 Current assets 7,189.2 13,674.4 10,389.8 11,681.8
Depreciation 336.2 408.8 465.7 526.0 Inventories 2,614.7 3,429.1 4,019.5 4,457.5
PBT and extra ordinary 949.6 2,255.0 2,781.9 4,053.3 Debtors 2,549.5 3,111.6 3,686.4 4,364.8
Extra ordinary items 0.0 0.0 0.0 0.0 Cash 270.7 4,774.2 324.4 500.0
PBT 949.6 2,255.0 2,781.9 4,053.3 Loans and advances 1,754.3 2,359.5 2,359.5 2,359.5
(-) Tax 27.4 521.3 687.1 1,001.2 Current liabilities 2,747.9 3,162.7 3,588.7 3,993.8
Tax/ PBT 2.9 23.1 24.7 24.7 Provisions 394.2 836.7 939.8 939.8
PAT 922.2 1,733.7 2,094.8 3,052.2 Net current assets 4,047.1 9,675.0 5,861.3 6,748.2
Adjusted net profit 922.2 1,733.7 2,094.8 3,052.2 Miscellaneous expenses 0.0 0.0 0.0 0.0
YoY (%) 88.0 20.8 45.7 Total assets 10,400.5 16,420.8 13,462.4 16,041.3

Key Ratios Cash Flow
FY05 FY06 FY07E FY08E In Rs million FY05 FY06 FY07E FY08E

EPS (Rs) 23.0 43.2 26.1 38.0 Net profit 922.2 1,733.7 2,094.8 3,052.2
CEPS (Rs) 31.2 54.1 33.0 46.2 Depn and w/o 336.2 408.8 465.7 526.0
Book value (Rs) 121.9 155.3 96.3 121.9 Deferred tax (7.2) 28.0 89.0 129.7
Dividend per share (Rs) 7.4 7.4 7.4 7.4 Change in working cap (289.2) (1,124.4) (636.1) (711.3)
Debt-equity (x) 0.9 1.5 0.6 0.5 Other income 0.0 0.0 0.0 0.0

Operating cash flow 962.0 1,046.1 2,013.4 2,996.6
ROCE 10.5 11.8 19.8 24.1
ROE 18.8 27.8 27.1 31.2 Other income 0.0 0.0 0.0 0.0

Capex (1,280.9) (799.6) (1,347.9) (1,300.0)
Valuations Investments 0.0 (1.6) 26.8 (918.0)
PE (x) 25.0 13.3 22.0 15.1 Investing cash flow (1,280.9) (801.2) (1,321.1) (2,218.0)
Cash PE (x) 18.4 10.6 17.4 12.4

Dividend (298.2) (297.5) (595.1) (595.1)
Price/book value (x) 4.7 3.7 6.0 4.7 Fresh equity (37.8) (97.2) 0.3 (401.4)
Dividend yield 1.3 1.3 1.3 1.3 Debt 624.0 4,676.9 (4,547.4) 393.5
Market cap/sales 1.8 1.4 2.3 1.9 Financing cash flow 288.0 4,282.2 (5,142.2) (603.0)
EV/sales (x) 2.2 1.6 2.5 2.1 Others 0.0 (23.6) 0.0 0.0
EV/EBDITA (x) 20.5 12.3 17.3 12.3 Net change in cash (30.9) 4,503.5 (4,449.8) 0.0

Opening cash 301.6 270.7 4,774.2 324.4
Closing cash 270.7 4,774.2 324.4 500.0
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Disclaimer Clause 
 
This report has been prepared by the Research Department of IL&FS Investsmart Securities Limited (IISL). 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. This report has been produced independently of the company, and forward looking statements, opinions and expectations 
contained herein are entirely those of IISL and given as part of its normal research activity and not as a Manager or Underwriter or any Offering or as an agent of 
the Company or any other person. Accordingly, if the Company should at any time commence an Offering of securities, any decision to invest in any such Offer or 
invitation to subscribe for or acquire securities of the Company must be based wholly on the information contained in the Final Prospectus issued or to be issued 
by the Company in connection with any such Offer or invitation and not on the contents hereof. This document is for information purpose only. Descriptions of any 
company or companies or their securities mentioned herein are not intended to be complete and 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. IISL, 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 the shares and bonds, changes in the currency rates, diminution in the NAVs reduction in the dividend or income, etc 
IISL 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. 
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 IISL or its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently send or has 
reached any individual in such country, especially, USA the same may be ignored and brought to the attention of the sender. This document may not be 
reproduced, distributed or published for any purpose without prior written approval of IISL. 
Foreign currency denominated securities, if any,  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 


