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Glenmark Pharmaceuticals Ltd 
Hiccups in Para-IV but base business remains strong 

Glenmark Pharma (GNP) has lost initial part of the Tarka case. The final verdict 
will take another 4-6 weeks. In worst case, NPV value of Tarka will get knocked 
off fromourtaget price. The impact will be less than 2%. However, reported 
earnings will fall by 7%/8%/6% in FY11e/12e/13e. No change in base business 
earnings though. We remain positive GNP on the back of improving base 
business. Any weakness in the stock price should be a buying opportunity. 
Reiterate Buy. 

Case Background:  

Tarka (Trandolopril+Verapamil) is an anti-hypertensive drug of Sanofi/Abbott. It 
had annual sales of USD 60 mn in US market. GNP had a Para-IV FTF on the 
drug and launched the generic version “at-risk” in l June 2010 (last week).  

The Verdict:  

The US court announced ruling on some parts of the case today. The initial 
verdict indicates that GNP will have to pay USD 16 mn penalty and obviously 
stop selling the generic version. The current verdict is not binding, final verdict 
will take 4-6 weeks.  

Earnings Impact:  

Our numbers consider generic Tarka sales of USD 16/18/15 mn and PAT of USD 
11/13/11 mn in FY11e/12e/13e respectively. If GNP discontinues generic  Tarka, 
it will reduce reported earnings by 7/8/6% in FY11e/12e/13e. There will be no 
impact on the base business earnings. 

Impact on the Target Price:  

We value limited period limited competition opportunities on NPV basis. We 
have valued Tarka at Rs 5.1 per share. If we knock off NPV of Tarka, the target 
price will be revised from Rs 415 to Rs 410 (less than 2%). 

Valuations:  

The stock is trading at a PER of 17.9x/13.8x FY12e/13e base business earnings. 
We have valued GNP on a SOTP basis: a)   base business at Rs 336 (15x Sept.’12 
earnings – a significant discount to frontline pharmacos given the balance sheet 
issues), b) the R&D deal with Sanofi at Rs 25 (probability adjusted NPV), c) the 
Zetia deal at Rs 17 (NPV) and d) other limited competition opportunities at Rs 12 
(NPV). We maintain our target price of Rs 415. 
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Recommendation interpretation 

Recommendation Expected absolute returns (%) over 12 months 

Buy More than 15% 

Hold Between 15% and –5% 

Sell Less than –5% 

Recommendation structure changed with effect from March 1, 2009 

 

 

Expected absolute returns are based on share price at market close unless otherwise stated. Stock recommendations are based on absolute upside (downside) and have a  
12-month horizon. Our target price represents the fair value of the stock based upon the analyst’s discretion. We note that future price fluctuations could lead to a temporary 

mismatch between upside/downside for a stock and our recommendation.  
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Disclaimer 

This document is NOT addressed to or intended for distribution to retail clients (as defined by the FSA). 
This document is issued by Religare Capital Markets plc (“RCM”) in the UK, which is authorised and regulated by the Financial Services Authority in connection with its UK 
distribution. RCM is a member of the London Stock Exchange. 

This material should not be construed as an offer or recommendation to buy or sell or solicitation of any offer to buy any security or other financial instrument, nor shall it, or 
the fact of its distribution, form the basis of, or be relied upon in connection with, any contract relating to such action or any other matter. The material in this report is based 
on information that we consider reliable and accurate at, and share prices are given as at close of business on, the date of this report but we do not warrant or represent 
(expressly or impliedly) that it is accurate, complete, not misleading or as to its fitness for the purpose intended and it should not be relied upon as such. Any opinion 
expressed (including estimates and forecasts) is given as of the date of this report and may be subject to change without notice.  

RCM, and any of its connected or affiliated companies or their directors or employees, may have a position in any of the securities or may have provided corporate finance 
advice, other investment services in relation to any of the securities or related investments referred to in this document. Our asset management area, our proprietary trading 
desks and investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this briefing note. 

RCM accepts no liability whatsoever for any direct, indirect or consequential loss or damage of any kind arising out of the use of or reliance upon all or any of this material 
howsoever arising.  Investors should make their own investment decisions based upon their own financial objectives and financial resources and it should be noted that 
investment involves risk, including the risk of capital loss. 

This document is confidential and is supplied to you for information purposes only. It may not (directly or indirectly) be reproduced, further distributed to any person or 
published, in whole or in part, for any purpose whatsoever. Neither this document, nor any copy of it, may be taken or transmitted into the United States, Canada, Australia, 
Ireland, South Africa or Japan or into any jurisdiction where it would be unlawful to do so. Any failure to comply with this restriction may constitute a violation of relevant 
local securities laws. If you have received this document in error please telephone Nicholas Malins-Smith on +44 (0) 20 7382 4479. 


