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Pharma Investor Day: key highlights  
 

Summary 
 We recently hosted a Pharma Investor Day in Mumbai for institutional clients. Seven 

pharmaceutical companies participated. The domestic sales-growth story seems to be intact 
(the industry forecasts rates of about 12-14% YoY over the next three years). Almost all the 
domestic companies are renewing focus on second-, third- and fourth-tier towns in India. Most 
companies have increased their domestic sales forces and revised up their sales targets in 
new therapeutic areas.  

Pharaceuticals Sector: domestic market-share 
breakdown – 2009  

 Pharaceuticals Sector: domestic market-share  
breakdown – 2013E 
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 In the contract research and manufacturing services (CRAMS) segment, the sales of the India 

players over the past three-to-four quarters have been affected by innovators reducing 
inventory levels. We think there might be one, or at the most two, quarters of inventory de-
stocking ahead. High capex is incurred on the back of the fixed long-term contracts signed 
with innovators. Unlike the generics companies, CRAMS players usually spend on capacity 
expansion or new plants only when they have long-term contracts with assured sales every 
year. 
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The three most important charts in this report ... 

Pharmaceuticals Sector: domestic market-share breakdown – 2009 
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Pharmaceuticals Sector: domestic market-share breakdown – 2013E 
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Pharmaceuticals Sector: domestic sales of India companies 
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Sun Pharmaceutical Industries – (SUNP IN, Rs1,639.65, 1) six-
month target price: Rs1,685 

 Sun Pharmaceutical Industries (Sun) continues to rank first in therapies such as 
psychiatric, neurology, cardiology, orthopaedic and ophthalmology in terms of 
the number of prescriptions. The company expects domestic sales revenue to 
increase at a higher rate than for the industry as a whole.  

 Spending on R&D as a percentage of sales continues to be about 8%. 

 There is limited competition for the generic Protonix (pantaprazole) based on 
the price at which the authorised generic drugs sell.  

 The company believes that the issues with Caraco issues (related to US federal 
Drug Administration approval) will take some time to resolve. Some site 
transfers from Detroit have started, but are not significant. 

 Regarding the court case on Taro, Sun is awaiting the response from the 
Supreme Court of Israel. Taro has yet to restate its most recent audited numbers 
for 2006 and publish them.  

 Sun continues to look for acquisition opportunities. The management will give 
its guidance on the FY11 prospects after 4Q FY10. 

 
Torrent Pharmaceuticals – (Not rated)  

 The breakdown on Torrent Pharmaceutical’s (Torrent) revenue for FY09 was: 
CRAMS 10%, domestic business 40%, and international operations 50% (Brazil 
16%, Russia 4%, Heumann Pharma (Not listed) 16%, Europe 6%, the US 2%, 
and the rest of the world 6%).  

 The company has two manufacturing facilities (in Himachal Pradesh and 
Gujarat), and plans to set up two more (in Sikkim and Dahej, Gujarat). It plans 
capex of Rs6bn for the next three-to-four years (with Rs2.5-3bn to be spent on 
the formulations and the balance on active pharmaceutical ingredients  

 The EBITDA margin on the domestic business has been improving. The 
company is now focusing on second-tier towns, entering new therapy areas, and 
expanding existing therapies. 

 There has been an improvement in the international EBITDA margin for the  
past three-to-four quarters, due mainly to the improvement in the international 
operation.  

- Brazil – the market is valued at US$11bn. Torrent has 29% market coverage, 
and has a sales force of 250 people. The company plans to launch 40 new 
products by 2013-14; it currently markets 24 products. It expects the ramp-
up in sales to increase the EBITDA margin. 

- Mexico – the market is valued at US$10bn. Over the next five years, Torrent 
plans to launch 34 products, starting with 30-35 people and increasing this 
to 200. 

- Rest of the world – a total sales force of 263 (Sri Lanka 18%, Vietnam 13%, 
Africa 14%, the Philippines 19%, Southeast Asia 19%, Australia 5%, others 
12%). 

- US – the company currently markets eight products, and has a pipeline of 27 
abbreviated new drug applications (ANDA). 

- Heumann Pharma (Germany) – the workforce has been reduced to 66 from 
200, and 30% of the total production value has been moved to India. 

- Europe – the company currently has a portfolio of 12 products, and plans to 
launch 30 that are going off patent. 
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Dishman Pharmaceuticals & Chemicals – (DISH IN, Rs215.6, 1) six-
month target price: Rs252 

 Dishman Pharmaceuticals & Chemical (Dishman) had sales of US$230m for 
FY09. For FY10, the company expects revenue to fall year-on-year due to 
inventory de-stocking among its customers and a reduction in contract sizes. It 
expects FY11 and FY12 revenue to rise year-on-year given increased revenue 
visibility, with larger contracts and as a result of product development. 

 Dishman plans to expand four API-manufacturing units, two in FY11 and two in 
FY12, with annual capex and maintenance capex of Rs1bn of Rs500m, 
respectively. The annual capex requirements will be met through a mix of 
internal sources and debt. The company expects commercial production at the 
new facilities to start in June 2010.  

 It expects a near-normal EBITDA margin for FY11. There may be an 
improvement in the EBITDA margin for FY12, following the new contracts the 
company expects with various innovators and given full commercial production 
at the new facilities.  

 Dishman expects its net debt of Rs7.9bn as at the end of December 2009 to rise 
to about Rs8.2bn at the end of FY11. The company is subject to Minimum 
Alternate Tax, and hence the tax rate will increase to 18% from FY11. However, 
it expects the credit for export-oriented units to offset the tax increase and lead 
to an effective tax rate of 10% for FY10 and FY11. This may rise marginally for 
FY12.  

 The current capacity utilisation is about 50%. The company forecasts revenue 
for the acquired Carbogen Amcis (CA) to decline by about 25% YoY for FY09, 
and by 5-7% YoY for FY10. The main reason for the declines is budget cuts by 
clients on R&D. Dishman expects most of the sales growth for FY10 to come 
from India.  

 
Piramal Healthcare – (PIHC IN, Rs412.8, 1) six-month target price: 
Rs425 

 The domestic business accounts for 50% of total company revenue. The 
company ranked third in terms of its share of the domestic-formulations market 
in India for January 2010. It focuses on nine therapeutic areas, including chronic 
(30%) and acute (70%) segments. It forecasts domestic sales to increase by 15-
17% YOY for FY11, higher than the growth rate the industry forecast for itself 
of 12-14% YOY. Piramal Healthcare (Piramal) expects its sales force to increase 
by 1,000 every three-to-four years: it is currently the biggest in the industry at 
4,000. The company will focus on its existing businesses, and not venture into 
new therapeutic areas. However, at some time in the future it may look at 
entering the female healthcare segment, and at domestic-brand acquisitions, but 
it has no plans for large acquisitions. 

 Piramal expects CRAMS revenue to total Rs9.5bn for FY10. The company 
plans to ramp up production at the Ahmedabad and Chennai early-phase 
manufacturing facilities and sell the UK plant, which it forecasts to increase the 
EBITDA margin by about 6% for FY11. The contract with Pfizer (PFE US, 
US$17.35, 3) has been renewed.  

 In the inhalation-anaesthetics market, Piramal expects to account for a 15% 
share of the addressable US market by the end of FY10.  

 Pathology and diagnostics: Piramal expects organic revenue growth of 18% 
YoY over the next one-to-two years, but to account for only 5% of consolidated 
revenue. Piramal is collaborating with a Japan blood-glucometer manufacturer 
to market the latter’s products in India. Piramal primarily operates in pathology 
and radiology labs in first-tier cities in India. 
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 The company has passed an enabling resolution for a proposal to raise Rs10bn. 
There is no intention or requirement to conduct the fund-raising exercise in the 
near future. As at the end of 3Q FY10, Piramal had long-term debt of Rs6.8bn, 
comprising a mix of foreign and domestic loans, and short-term debt of about 
Rs5bn, primarily a working-capital loan.  

 
Unichem Laboratories – (Not rated)  

 Unichem Laboratories (Unichem) is India’s 25th-largest formulations company 
(in terms of overall prescription generation, with a market share of 1.5%) About 
75% of its revenue comes from the domestic market, with 88% of its products 
not covered by price controls. It has a workforce of about 1,600 people and 
expects to add 700 over the next two years. 

 The company expects sales to rise on the back of investments in its brands, and 
plans to increase the market share of the 18 brands it has currently. Unichem is 
looking at entering new segments – women’s healthcare, hospitals, OTC and 
nutrition, biologicals (it has already spent Rs600m on a biotech facility in Goa) 
– and is increasing its focus on acute therapy. Unichem is shifting its marketing 
focus from demand-push to demand-pull. The company is focusing on Class III 
and Class IV cities, and on generating prescriptions and ensuring supply at the 
retail level. It has strengthened its focus on the BRICS market – including 
Mexico, Korea, and Turkey. 

 It believes new strategies will improve its EBITDA margin. 

  The company plans to invest Rs600m (from internal sources) in its facility in 
Pithampur and an additional Rs800-900m for maintenance. 

 The international business accounts for 25% of total revenue. 

- It plans to focus on new products and new markets. 

- It will look at co-production/co-marketing arrangements (it has done this 
previously with AstraZeneca (Not rated), with cost-sharing clauses and 
production contracts of about five years. 

- Unichem hopes to reap the benefit of its investment in Niche Generics, UK 
(acquired in 2002). The company expects it to break even this year and start 
generating revenue from FY11. 

 It shifted a manufacturing facility to India from Ireland. 

 It retained a packaging facility in Ireland because of the approvals 
obtained by the facility. 

- The company plans to shift its focus from the UK, and explore the Turkey 
and Brazil markets (it is working on eight new products currently). 

- It has filed 15 ANDAs, seven of which have been approved so far (and 
expects to file 25 ANDA over the next two years). 
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Natco Pharma – (Not rated)  

 Revenue for FY09 amounted to Rs4.38bn.  

- The company entered the oncology segment in 2003 and manufactured 
products at one-tenth of the cost of the innovators. It expects this segment to 
continue to be a key driver of future sales and earnings growth. Natco 
Pharma (Natco) expects strong revenue growth from its oncology division 
over the next two-to-three years. The FY09 revenue for the division was 
Rs970m. 

- The company moved into the API segment in 1994, and it currently 
accounts for Rs1bn of revenue, with exports, mainly to Europe, accounting 
for about 95% of the total.  

 Natco has signed a contract for a basket of five drugs with an India company. 
The products under this collaboration include oral- and injectable-innovator 
products that are currently on the market. One of the products is paclitaxel, 
which is a generic version of Abraxane. 

 Natflu (for swine flu) has been launched. 
 
Suven Life Sciences  – (Not rated)  

 Suven LifeSciences (Suven) continues to focus on the CRAMS space, which 
accounted for 80% of the total revenue for FY09.   

 The outsourcing business is still facing pricing pressure. Suven believes the next 
five years will be very tough for innovations, because pharmaceuticals 
companies are reducing their spending on R&D programmes and are even 
scaling down R&D programmes in the final stages. 

 SUVN 502 (for Alzheimer’s/schizophrenia) is entering Phase IIa and two other 
new chemical entities are at the pre-clinical stage. 

 Suven has 35 product patents and 10 process patents.  

 The company has started in-house R&D programmes and has 13 molecules in 
the pipeline.  
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or reliance on this publication for any other purpose without our prior consent or approval is strictly prohibited. Neither Daiwa Securities Capital 
Markets Co. Ltd. nor any of its respective parent, holding, subsidiaries or affiliates, nor any of its respective directors, officers, servants and employees, 
represent nor warrant the accuracy or completeness of the information contained herein or as to the existence of other facts which might be significant, 
and will not accept any responsibility or liability whatsoever for any use of or reliance upon this publication or any of the contents hereof. Neither this 
publication, nor any content hereof, constitute, or are to be construed as, an offer or solicitation of an offer to buy or sell any of the securities or 
investments mentioned herein in any country or jurisdiction nor, unless expressly provided, any recommendation or investment opinion or advice. Any 
view, recommendation, opinion or advice expressed in this publication may not necessarily reflect those of Daiwa Securities Capital Markets Co. Ltd., 
and/or its affiliates nor any of its respective directors, officers, servants and employees except where the publication states otherwise. This research 
report is not to be relied upon by any person in making any investment decision or otherwise advising with respect to, or dealing in, the securities 
mentioned, as it does not take into account the specific investment objectives, financial situation and particular needs of any person. 
Daiwa Securities Capital Markets Co. Ltd., its parent, holding, subsidiaries or affiliates, or its or their respective directors, officers and employees from 
time to time have trades as principals, or have positions in, or have other interests in the securities of the company under research including 
derivatives in respect of such securities or may have also performed investment banking and other services for the issuer of such securities. The 
following are additional disclosures. 

Japan 
Daiwa Securities Capital Markets Co. Ltd and Daiwa Securities Group 
Daiwa Securities Capital Markets Co. Ltd and Daiwa Securities Group: Daiwa Securities Capital Markets Co. Ltd is a subsidiary of Daiwa Securities 
Group. 
Investment Banking Relationship 
Within the preceding 12 months, The Affiliates of Daiwa Securities Capital Markets Co. Ltd.* has lead-managed public offerings and/or secondary 
offerings (excluding straight bonds) of the securities of the following companies: China Zhongwang Holdings Ltd (1333 HK); Sundart International 
Holdings (2288 HK); China Automation Group (569 HK); China Kangda Food Co Ltd (834 HK); Glorious Property (845 HK); Tong Yang Life (082640 
KS); China Kangda Food Co Ltd (CKANG SP); Great Group Co., Ltd (GGH SP); Patel Engineering (PEC IN); Greens Holdings Ltd (1318 HK); China 
High Precision Automation Group (591 HK); Mingfa Group (846 HK); Fantasia Holding Group (1777 HK); Hontex International Holding (946 HK 
*Affiliates of Daiwa Securities Capital Markets Co. Ltd. for the purposes of this section shall mean any one or more of: 
• Daiwa Capital Markets Hong Kong Limited 
• Daiwa Capital Markets Singapore Limited 
• Daiwa Capital Markets Australia Limited 
• Daiwa Capital Markets India Private Limited 
• Daiwa-Cathay Capital Markets Co., Ltd. 
• Daiwa Securities Capital Markets Co. Ltd., Seoul Branch 

Hong Kong  
This research is distributed in Hong Kong by Daiwa Capital Markets Hong Kong Limited (“DHK”) which is regulated by the Hong Kong Securities and 
Futures Commission. Recipients of this research in Hong Kong may contact DHK in respect of any matter arising from or in connection with this 
research. 
Ownership of Securities 
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at http://www.daiwausa.com/report_disclosure.html. 
Investment Banking Relationship 
For “Investment Banking Relationship”, please visit BlueMatrix disclosure Link at http://www.daiwausa.com/report_disclosure.html. 
Relevant Relationship (DHK) 
DHK may from time to time have an individual employed by or associated with it serves as an officer of any of the companies under its research coverage. 
DHK market making 
DHK may from time to time make a market in securities covered by this research. 

Singapore 
This research is distributed in Singapore by Daiwa Capital Markets Singapore Limited and it may only be distributed in Singapore to accredited 
investors, expert investors and institutional investors as defined in the Financial Advisers Regulations and the Securities and Futures Act (Chapter 
289), as amended from time to time. By virtue of distribution to these category of investors, Daiwa Capital Markets Singapore Limited and its 
representatives are not required to comply with Section 36 of the Financial Advisers Act (Chapter 110) (Section 36 relates to disclosure of Daiwa 
Capital Markets Singapore Limited’s interest and/or its representative’s interest in securities). Recipients of this research in Singapore may contact 
Daiwa Capital Markets Singapore Limited in respect of any matter arising from or in connection with the research. 

Australia 
This research is distributed in Australia by Daiwa Capital Markets Stockbroking Limited and it may only be distributed in Australia to wholesale 
investors within the meaning of the Corporations Act. Recipients of this research in Australia may contact Daiwa Capital Markets Stockbroking 
Limited in respect of any matter arising from or in connection with the research. 
Ownership of Securities 
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at http://www.daiwausa.com/report_disclosure.html. 

India 
This research is distributed in India by Daiwa Capital Markets India Private Limited which is regulated by the Securities and Exchange Board of India. 
Recipients of this research in India may contact Daiwa Capital Markets India Private Limited in respect of any matter arising from or in connection 
with this research. 

Taiwan 
This research is distributed in Taiwan by Daiwa-Cathay Capital Markets Co., Ltd and it may only be distributed in Taiwan to institutional investors or 
specific investors who have signed recommendation contracts with Daiwa-Cathay Capital Markets Co., Ltd in accordance with the Operational 
Regulations Governing Securities Firms Recommending Trades in Securities to Customers. Recipients of this research in Taiwan may contact 
Daiwa-Cathay Capital Markets Co., Ltd in respect of any matter arising from or in connection with the research. 

United Kingdom 
This research report is produced by Daiwa Securities Capital Markets Co., Ltd and/or its affiliates and is distributed by Daiwa Capital Markets Europe 
Limited in the European Union, Iceland, Liechtenstein, Norway and Switzerland. Daiwa Capital Markets Europe Limited is authorised and regulated 
by The Financial Services Authority (“FSA”) and is a member of the London Stock Exchange, Chi-X, Eurex and NYSE Liffe. Daiwa Capital Markets 
Europe Limited and its affiliates may, from time to time, to the extent permitted by law, participate or invest in other financing transactions with the 
issuers of the securities referred to herein (the “Securities”), perform services for or solicit business from such issuers, and/or have a position or effect 
transactions in the Securities or options thereof and/or may have acted as an underwriter during the past twelve months for the issuer of such 
securities. In addition, employees of Daiwa Capital Markets Europe Limited and its affiliates may have positions and effect transactions in such 
securities or options and may serve as Directors of such issuers. Daiwa Capital Markets Europe Limited may, to the extent permitted by applicable 
UK law and other applicable law or regulation, effect transactions in the Securities before this material is published to recipients. 
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This publication is intended for investors who are not Retail Clients in the United Kingdom within the meaning of the Rules of the FSA and should not 
therefore be distributed to such Retail Clients in the United Kingdom. Should you enter into investment business with Daiwa Capital Markets Europe’s 
affiliates outside the United Kingdom, we are obliged to advise that the protection afforded by the United Kingdom regulatory system may not apply; 
in particular, the benefits of the Financial Services Compensation Scheme may not be available. 
Daiwa Capital Markets Europe Limited has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict 
management policy is available at http://www.uk.daiwacm.com/about-us/corporate-governance-and-regulatory. Regulatory disclosures of 
investment banking relationships are available at http://www.daiwausa.com/. 

Germany 
This document has been approved by Daiwa Capital Markets Europe Limited and is distributed in Germany by Daiwa Capital Markets Europe 
Limited, Niederlassung Frankfurt which is regulated by BaFin (Bundesanstalt fuer Finanzdienstleistungsaufsicht) for the conduct of business in 
Germany. 

Dubai 
This document has been distributed by Daiwa Capital Markets Europe Limited, Dubai Branch. Related financial products or services are intended 
only for professional clients and no other person should act upon it. Daiwa Capital Markets Europe Limited is duly licensed and regulated by the 
Dubai Financial Services Authority. 

United States 
This report is distributed in the U.S. by Daiwa Securities America Inc. (DSA). It may not be accurate or complete and should not be relied upon as 
such. It reflects the preparer’s views at the time of its preparation, but may not reflect events occurring after its preparation; nor does it reflect DSA’s 
views at any time. Neither DSA nor the preparer has any obligation to update this report or to continue to prepare research on this subject. This report 
is not an offer to sell or the solicitation of any offer to buy securities. Unless this report says otherwise, any recommendation it makes is risky and 
appropriate only for sophisticated speculative investors able to incur significant losses. Readers should consult their financial advisors to determine 
whether any such recommendation is consistent with their own investment objectives, financial situation and needs. This report does not recommend 
to U.S. recipients the use of any of DSA’s non-U.S. affiliates to effect trades in any security and is not supplied with any understanding that U.S. 
recipients of this report will direct commission business to such non-U.S. entities. Unless applicable law permits otherwise, non-U.S. customers 
wishing to effect a transaction in any securities referenced in this material should contact a Daiwa entity in their local jurisdiction. Most countries 
throughout the world have their own laws regulating the types of securities and other investment products which may be offered to their residents, as 
well as a process for doing so. As a result, the securities discussed in this report may not be eligible for sales in some jurisdictions. Customers 
wishing to obtain further information about this report should contact DSA: Daiwa Securities America Inc., Financial Square, 32 Old Slip, New York, 
New York 10005 (telephone 212-612-7000). 
Ownership of Securities 
For “Ownership of Securities” information please visit BlueMatrix disclosure Link at http://www.daiwausa.com/report_disclosure.html. 
Investment Banking Relationships 
For “Investment Banking Relationships” please visit BlueMatrix disclosure link at http://www.daiwausa.com/report_disclosure.html.  
DSA Market Making 
For “DSA Market Making” please visit BlueMatrix disclosure link at http://www.daiwausa.com/report_disclosure.html. DSA made a market in securities 
or ADRs of the following issuers at the time this report was published. 
Research Analyst Conflicts 
For updates on “Research Analyst Conflicts” please visit BlueMatrix disclosure link at http://www.daiwausa.com/report_disclosure.html. The principal 
research analysts who prepared this report have no financial interest in securities of the issuers covered in the report, are not (nor are any members 
of their household) an officer, director or advisory board member of the issuer(s) covered in the report, and are not aware of any material relevant 
conflict of interest involving the analyst or DSA, and did not receive any compensation from the issuer during the past 12 months except as noted: no 
exceptions. 
Research Analyst Certification 
For updates on “Research Analyst Certification” and “Rating System” please visit BlueMatrix disclosure link at 
http://www.daiwausa.com/report_disclosure.html. The views about any and all of the subject securities and issuers expressed in this Research 
Report accurately reflect the personal views of the research analyst(s) primarily responsible for this report (or the views of the firm producing the 
report if no individual analysts[s] is named on the report); and no part of the compensation of such analyst(s) (or no part of the compensation of the 
firm if no individual analyst[s)] is named on the report) was, is, or will be directly or indirectly related to the specific recommendations or views 
contained in this Research Report. 

The following explains the rating system in the report as compared to relevant local indices, based on the beliefs of the author of the report.  
"1": the security could outperform the local index by more than 15% over the next six months. 
"2": the security is expected to outperform the local index by 5-15% over the next six months. 
"3": the security is expected to perform within 5% of the local index (better or worse) over the next six months. 
"4": the security is expected to underperform the local index by 5-15% over the next six months. 
"5": the security could underperform the local index by more than 15% over the next six months. 

Additional information may be available upon request. 

Japan - additional notification items pursuant to Article 37 of the Financial Instruments and Exchange Law 
(This Notification is only applicable where report is distributed by Daiwa Securities Capital Markets Co. Ltd.) 
If you decide to enter into a business arrangement with us based on the information described in materials presented along with this document, we 
ask you to pay close attention to the following items.  
 In addition to the purchase price of a financial instrument, we will collect a trading commission* for each transaction as agreed beforehand with 

you. Since commissions may be included in the purchase price or may not be charged for certain transactions, we recommend that you confirm the 
commission for each transaction.  

 In some cases, we may also charge a maximum of ¥ 2 million (including tax) per year as a standing proxy fee for our deposit of your securities, if 
you are a non-resident of Japan.  

 For derivative and margin transactions etc., we may require collateral or margin requirements in accordance with an agreement made beforehand 
with you. Ordinarily in such cases, the amount of the transaction will be in excess of the required collateral or margin requirements.  

 There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in 
interest rates, exchange rates, stock prices, real estate prices, commodity prices, and others. In addition, depending on the content of the 
transaction, the loss could exceed the amount of the collateral or margin requirements.  

 There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by us.  
 Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such 

experts as certified public accountants.  
* The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on 
current market conditions and the content of each transaction etc.  

When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take 
responsibility for your own decisions regarding the signing of the agreement with us.  

Corporate Name:  Daiwa Securities Capital Markets Co. Ltd.  
 Financial instruments firm: chief of Kanto Local Finance Bureau (Kin-sho) No.109  

Memberships:  Japan Securities Dealers Association, Financial Futures Association of Japan  
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