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India Pharmaceuticals 
Budget F09 – Beneficial 
Impact 
 

Budget F09 announcements will benefit the Indian 
pharmaceutical sector, we believe.  Sun, Ranbaxy and 
Glaxo are our top picks in the larger caps and 
Wockhardt and Lupin in the mid cap names.  We are 
Underweight Cipla and Biocon and Equal-weight DRL. 

What's new:  Sharp excise duty cut (16% to 8%, clear 
positive), 125% weighted deduction on research 
out-sourcing (minor positive), 5 year tax holiday (80IB) 
for new hospitals (conditions apply), dilution of indirect 
taxes on life-saving drugs (minor positive), fortification of 
rural healthcare delivery (longer-term positive) and 
continuing budgetary support for AIDS/polio were the 
key announcements relevant to the healthcare sector. 

Disappointment - As expected, the government did not 
grant extension of tax benefits for EOU (Export Oriented 
Units, Section 10A/B) by 1-2 years, which otherwise 
sunsets in March 2009.   

Impact - Of the announcements, excise duty cut (for 
domestic sales) will have the biggest impact, in our view.  
The beneficial impact will be moderated by 1) price 
controlled products (all benefits to be passed on to the 
consumers), 2) incremental facilities moving to excise 
duty free zones (Baddi, Sikkim, Jammu etc) and 3) 
market forces (if a few players pass on the benefits to 
the customers, most others will have to follow suit).  
Pure plays on the domestic market (such as Glaxo, 
Aventis) will benefit the most, we believe. 

EPS Impact - Most companies we talked to were unsure 
of the extent of the benefits of the duty cuts, but most 
agreed that they will retain some savings and pass on 
the rest to end-customers.  Assuming 40% of the excise 
benefits are retained by our coverage companies, we 
expect the following impact on F09 EPSe – Glaxo (up 
4.5%), Aventis (4%), Lupin (2.5%), Biocon (2%), Cipla 
(2.5%), DRL (1.9%), Sun (1.7%), Wock (1.6%) and 
Ranbaxy (1.5%). 

Morgan Stanley does and seeks to do business with 
companies covered in Morgan Stanley Research. As 
a result, investors should be aware that the firm may 
have a conflict of interest that could affect the 
objectivity of Morgan Stanley Research. Investors 
should consider Morgan Stanley Research as only a 
single factor in making their investment decision. 
Customers of Morgan Stanley in the US can receive 
independent, third-party research on companies 
covered in Morgan Stanley Research, at no cost to 
them, where such research is available. Customers 
can access this independent research at 
www.morganstanley.com/equityresearch or can call 
1-800-624-2063 to request a copy of this research. 
For analyst certification and other important 
disclosures, refer to the Disclosure Section, 
located at the end of this report. 
+= Analysts employed by non-US affiliates are not registered pursuant to NASD/NYSE rules
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responsibility for its contents) and/or Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z, regulated by the Monetary Authority of 
Singapore, which accepts the responsibility for its contents), and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration number 
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and their affiliates (collectively, "Morgan Stanley"). 
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Analyst Certification 
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that they have not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this 
report: Sameer Baisiwala. 
Unless otherwise stated, the individuals listed on the cover page of this report are research analysts. 
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Important US Regulatory Disclosures on Subject Companies 
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GlaxoSmithKline Pharma, Jubilant Organosys Limited, Lupin Ltd., Ranbaxy Laboratories, Sun Pharmaceutical Industries, Wockhardt Limited. 
Within the last 12 months, Morgan Stanley has provided or is providing investment banking services to, or has an investment banking client 
relationship with, the following company: Aventis (India), GlaxoSmithKline Pharma, Jubilant Organosys Limited, Lupin Ltd., Ranbaxy Laboratories, 
Sun Pharmaceutical Industries, Wockhardt Limited. 
Within the last 12 months, Morgan Stanley has either provided or is providing non-investment banking, securities-related services to and/or in the past 
has entered into an agreement to provide services or has a client relationship with the following company: Aventis (India). 
An employee or director of Morgan Stanley India Company Private Limited is a director of Ranbaxy Laboratories. 
The research analysts, strategists, or research associates principally responsible for the preparation of  Morgan Stanley Research have received 
compensation based upon various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues and 
overall investment banking revenues. 
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions. 
STOCK RATINGS 
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infer the contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as investment advice. An investor's 
decision to buy or sell a stock should depend on individual circumstances (such as the investor's existing holdings) and other considerations. 
Global Stock Ratings Distribution 
(as of January 31, 2008) 
For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside 
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  Coverage Universe Investment Banking Clients (IBC)

Stock Rating Category Count % of     Total Count
% of     Total 

IBC
% of Rating 

Category

Overweight/Buy 1048 44% 333 45% 32%
Equal-weight/Hold 986 41% 308 42% 31%
Underweight/Sell 346 15% 98 13% 28%
Total 2,380  739   
 
Data include common stock and ADRs currently assigned ratings. An investor's decision to buy or sell a stock should depend on individual 
circumstances (such as the investor's existing holdings) and other considerations. Investment Banking Clients are companies from whom Morgan 
Stanley or an affiliate received investment banking compensation in the last 12 months. 
Analyst Stock Ratings 
Overweight (O or Over) - The stock's total return is expected to exceed the total return of the relevant country MSCI Index, on a risk-adjusted basis 
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More volatile (V) - We estimate that this stock has more than a 25% chance of a price move (up or down) of more than 25% in a month, based on a 
quantitative assessment of historical data, or in the analyst's view, it is likely to become materially more volatile over the next 1-12 months compared 
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with the past three years.  Stocks with less than one year of trading history are automatically rated as more volatile (unless otherwise noted). We note 
that securities that we do not currently consider "more volatile" can still perform in that manner. 
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months. 
Analyst Industry Views 
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the 
relevant broad market benchmark, as indicated below. 
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant 
broad market benchmark, as indicated below. 
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant 
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Industry Coverage:India Pharmaceuticals 

Company (Ticker) Rating (as of) Price (02/29/2008)

Sameer Baisiwala, CFA 
Aventis (India) (AVPH.BO) O (07/06/2005) Rs942.3
Biocon Ltd (BION.BO) U (10/24/2005) Rs446.3
Cipla Ltd. (CIPL.BO) U (04/13/2006) Rs207.25
Dr. Reddy's Lab (REDY.BO) E (05/14/2007) Rs582.65
GlaxoSmithKline Pharma 
(GLAX.BO) 

O (06/05/2006) Rs1,109.4

Lupin Ltd. (LUPN.BO) O (10/03/2006) Rs555.6
Ranbaxy Laboratories (RANB.BO) O (04/30/2007) Rs445.75
Sun Pharmaceutical Industries 
(SUN.BO) 

O (09/27/2004) Rs1,225.9

Wockhardt Limited (WCKH.BO) O (02/26/2007) Rs336.8
Kang-Ho Chong, CFA 
Dishman Pharmaceuticals & 
Chemicals Ltd (DISH.BO) 

O (07/03/2007) Rs291.4

Jubilant Organosys Limited 
(JUBO.BO) 

O (07/03/2007) Rs357.6

Stock Ratings are subject to change. Please see latest research for each company. 
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