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Key highlights

m Netsales grew 17.6% YoY to INR15.4b (v/s our estimate of 13.6% YoY growth to INR14.9b). EBITDA grew 3% YoY
to INR2.7b (v/s our estimate of INR2.76b) due to absence of generic Lotrel sales in the US, and higher staff and other
expenses. Adjusted PAT grew 7% YoY to INR2.1b, in line with our estimate.

m  Topline growth was led by 61% growth in emerging market formulations (partly led by low base), 28% increase in
Japan revenue and 17% growth for India formulations. As expected, the formulations portfolio in the US and EU
regulated markets reported muted performance, with just 7% growth. US generics sales grew just 6.5%, impacted
by high base and lack of any major product launches. US branded sales have grown ~9%.

m  EBITDA grew 3% to INR2.7b (v/s our estimate of INR2.76b) while EBITDA margin contracted by 250bp to 17.5%
(v/s our estimate of 18.5%). EBITDA was impacted by absence of high margin generic Lotrel sales in the US, and
higher staff and other expenses.

m  Adjusted PAT grew 7% to INR2.1b, in line with our estimate.

Lupin is likely to witness gradual improvement in underlying fundamentals, led by an expanding US generics pipeline,
niche/Para-1V opportunities in the US, strong performance in emerging markets (including India), and sustained traction
in the Japanese business. We expect Lupin's core operations (excluding one-off upsides) to record 14-15% revenue
CAGR over FY11-13 despite the likely generic competition for Suprax in the US. We expect EPS of Rs22.3 for FY12 (up
15.5%) and Rs25.7 for FY13 (up 15.2%). Our estimates do not include potential Para-IV and OC upsides but take into
account the likely generic competition for Suprax (thus impacting FY13 EPS). Any out-of-court settlement for Suprax
patent litigation is likely to raise our earnings for FY13. The stock trades at 20.1x FY12E and 17.5x FY13E EPS, with
sustained RoE of 25-27%. Maintain Buy with a target price of Rs514 (20x FY13E EPS).

Cluarterly Performance {Consolidated) {Rs Million)
Y/E MARCH Fi1 Fi12 Fi 1 FY12E
10 20} 30 43 10 20E 30GE HIE
Het Sales 13121 14,051 14672 15,225 15,432 15,647 16,634 17071 57,063 64,784
oy Change (%) 2048 260 1648 185 17 E 114 134 124 204 135
Tatal Expenditure 10499 11,353 11,960 12598 12734 12784 13375 13,694 45410 52,590
EBITDA 2,622 2,693 2, M2 2,627 2,693 2,863 3,255 3377 10,659 12,194
Marging (%) 200 192 185 173 175 183 196 198 187 188
Depreciation 401 435 413 a07 471 434 4435 445 1,755 1,855
Interest a2 fatal =] =3 55 79 b= 91 325 304
Other Income 230 303 294 214 297 1,260 S84 19 1,341 2921
PET 2,370 2,478 2,516 2,556 2,426 3,556 3,265 3,609 8,920 12,857
Tax 350 27T 237 32 286 533 440 E149 1,168 1,928
Rate (%) 147 104 a4 122 1148 150 15.0 172 1148 150
Reported PAT 2,020 2,207 2,278 2,245 2140 3,304 3,057 3201 3,750 11,703
Minority Interest 57 a7 a8 16 29 B3 B3 o6 162 250
Recurring PAT 1,963 2150 2,240 2,229 21 2195 2,M3 2,905 3,582 9,913
Yoy Change (%) 401 341 395 1.1 .o 21 211 303 254 155
Marging (%) 150 153 153 146 136 140 16.3 17.0 150 153

E: MOSL Estimates
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Emerging markets and Japan lead growth
Net sales grew 17.6% YoY to INR15.4b (v/s our estimate of 13.6% YoY growth to
INR14.9b). EBITDA grew 3% YoY to INR2.7b (v/s our estimate of INR2.76b) due to
absence of generic Lotrel sales in the US, and higher staff and other expenses. Adjusted
PAT grew 7% YoY to INR2.1b, in line with our estimate.

Lupin

Topline growth was led by 61% growth in emerging market formulations (partly led by
low base), 28% increase in Japan revenue and 17% growth for India formulations. As
expected, the formulations portfolio in the US and EU regulated markets reported muted
performance, with just 7% growth. US generics sales grew just 6.5%, impacted by high
base and lack of any major product launches. US branded sales have grown ~9%.

Sales mix (INR m)

1QFY12 1QFY11 YoY (%) 4QFY11 QoQ (%)
Total India Sales 5,556 4,724 17.6 4,101 35.5
% of sales 36.0 35.8 26.5
APIs 587 482 21.8 676 -13.2
Formulations 4,969 4,242 17.1 3,425 451
Total Regulated Market Sales 7,167 6,419 11.6 8,014 -10.6
% of sales 46.4 48.7 51.7
APIs** 154 154 -0.3 161 -4.6
Formulations 7,013 6,265 11.9 7,853 -10.7
Total Un-regulated Market Sales 2,710 2,048 32.3 3,180 -14.8
% of sales 17.6 15.5 20.5
APIs** 1,362 1,211 12.4 1,659 -17.9
Formulations** 1,348 837 61.1 1,522 -11.4
Others** 0 0 207.2 N.A.
Gross Sales 15,432 13,191 17.0 15,502 -0.5
* MOSL estimates Source: Company/MOSL

EBITDA in line with estimate

EBITDA grew 3% to INR2.7b (v/s our estimate of INR2.76b) while EBITDA margin
contracted by 250bp to 17.5% (v/s our estimate of 18.5%). EBITDA was impacted by
absence of high margin generic Lotrel sales in the US, and higher staff and other expenses.
Adjusted PAT grew 7% to INR2.1b, in line with our estimate.

Trend in EBITDA margins

EBITDA (Rs m) EBITDA Margin (%)
20.0
19.2
18.5
173 17.5
2,698 2,712 2,698
2,622 2,627
1Q 2Q 3Q 4Q 1Q
FY11 FY12
Source: Company/MOSL
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Lupin: US business ramp-up

Lupin

While the management has not given any official guidance, it expects to sustain past
growth momentum. In FY 11, the company clocked 20% topline and 27% EPS growth. It
has guided strong growth in 2HFY12, led by recovery of growth in the US generics
business (driven by new launches) and sustained double-digit growth for Japan and India
formulations businesses.

Niche/patent challenge product launches in US to continue

Lupin has differentiated itself from other generic companies by launching at least one
low-competition product in the US every year for the past few years. We believe this
trend is likely to continue, with the potential launch of 2-3 such products in FY12 (Fortamet,
Femcon, and Geodon) and commercialization of its oral contraceptive and ophthalmology
products from FY13.

Lupin has already made 25-30 filings in the oral contraceptive segment as a part of its
strategy to exploit niche and low-competition segments. To further strengthen this portfolio,
it is planning to file products in the ophthalmology and dermatology segments in FY12.
Overall, the company has a strong pipeline of 101 ANDAs pending approval, of which 15
are FTFs with four likely to be granted sole 180-day exclusivity while the remaining are
eligible for shared 180-day exclusivity.

Branded Sales (US$ m) 170 Generic Sales (US$ m) 341
145
308 306
127 133
227
186
74
140
40
FYo8  FY09  FY10  FYll  FY12E  FY13E Fryos  Fy09  FY10  Fvll  FY12E  FY13E

Source: Company/MOSL

Better positioned to exploit the Japanese market

Given its entry in the Japanese generics market through the Kyowa acquisition (in FY08),
Lupin is better positioned to exploit the emerging opportunity in this market. It has recorded
18% CAGR in Japan revenues for FY09-11, led mainly by new launches and volume
growth, despite the price reductions mandated by the government in FY11. The company
expects to launch 6-7 new products in Japan during FY12 as well, of which it has already
launched four products in 1QFY12. We forecast a 17% CAGR for Lupin's Japanese
business over FY11-13.
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Lupin
Lupin: US business ramp-up
Japan Formulation Sales (INR M) —o— Grow th (%)
302.7 8,573
7,454
6,212
5,341

4,424

1,098
20.7 16.3 20.0 15.0

FY08 FY09 FY10 FY11 FY12E FY13E

Source: Company/MOSL

Traction in domestic formulations to continue

Lupin has been driving strong growth in its domestic formulations business in the past
three years (18% revenue CAGR for FY09-11), led mainly by entry into new therapeutic
segments, expansion of field force and gradually increasing penetration in tier-11 towns
and rural areas. These initiatives have been supported by aggressive pace of new launches
of 40-50 products/line-extensions per year. The company expects to continue with this
pace of new launches and has guided for sustaining growth momentum in the coming
years as well. We model in 18% CAGR over FY11-13 for Lupin's domestic formulations
revenue.

Lupin: US business ramp-up

India Formulation Sales (INR M) —o— Grow th (%)
26.1
20.2 19.4
: 18.0
16.4 —— * 1%0
9,496 11,412 13,281 15,863 18,718 22,087
FY08 FY09 FY10 FY11l FY12E FY13E

Source: Company/MOSL

Valuation and view

Lupin is likely to witness gradual improvement in underlying fundamentals, led by an
expanding US generics pipeline, niche/Para-1V opportunities in the US, strong performance
in emerging markets (including India), and sustained traction in the Japanese business.
We expect Lupin's core operations (excluding one-off upsides) to record 14-15% revenue
CAGR over FY11-13 despite the likely generic competition for Suprax in the US. We
expect EPS of Rs22.3 for FY12 (up 15.5%) and Rs25.7 for FY13 (up 15.2%). Our
estimates do not include potential Para-1V and OC upsides but take into account the likely
generic competition for Suprax (thus impacting FY 13 EPS). Any out-of-court settlement
for Suprax patent litigation is likely to raise our earnings for FY13. The stock trades at
20.1x FY12E and 17.5x FY13E EPS, with sustained RoE of 25-27%. Maintain Buy with
a target price of Rs514 (20x FY13E EPS).
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Lupin: an investment profile

Company description

Lupin is one of the second tier Pharma companies that is
actively targeting the regulated generics markets.
Historically very strong in the anti-TB segment, it has over
the years built up expertise in fermentation-based products
and segments like cephalosporins, prils and statins. Lupin
is now a fully integrated company, with manufacturing
capabilities in APIs and formulations and a direct marketing
presence in the target markets.

Key investment arguments

m In the process of building a strong pipeline for the US
market through aggressive filings - benefits expected
to flow in over the next couple of years.

m  Strategy of focusing on niche, low-competition products
for the US market likely to benefit in the long run

Key investment risks
m Imperative to enhance profitability of acquired
companies which currently have lower margins

Comparative valuations

Lupin

Recent developments
m Signed licensing agreement with Medicis and settled
patent litigation pertaining to Solodyn with Medicis.

Valuation and view

m \Valuationsat 20.1x FY11E and 17.5x FY12E EPS with
sustainable RoE of 30%+.

m  Maintain Buy with price target of Rs514 (20x FY13E
EPS).

Sector view

m  Regulated markets would remain the key sales and profit
drivers in the medium term. Japan is expected to emerge
as the next growth driver, particularly for companies
with a direct marketing presence.

m e are overweight on companies that are towards the
end of the investment phase, with benefits expected to
start coming in from the next fiscal.

EPS: MOSL forecast v/s consensus (Rs)

Lupin Sun Pharma DRL MOSL Consensus Variation
P/E (x) FY12E 20.1 29.8 23.1 Forecast Forecast (%)
FY13E 17.5 24.8 19.6 FY12 22.3
P/BV (x) FY12E 5.0 4.9 5.2 FY13 25.7
FY13E 4.1 4.3 4.6
EV/Sales (x) FY12E 3.2 8.7 3.5 Target Price and Recommendation
FY13E 2.7 7.4 3.1 Current Target Upside Reco.
EV/IEBITDA(x)  FY12E 16.8 25.2 18.6 Price (Rs) Price (Rs) (%)
FY13E 13.8 23.4 15.7 449 514 14.4 Buy
Stock performance (1 year)
Lupin Sensex - Rebased
540
480
Shareholding Pattern (%)
Jun-11 Mar-11 Jun-10 420
Promoter 47.0 47.0 47.1
360
Domestic Inst 191 20.0 22.0
Foreign 23.9 223 19.4 300
Jul-10 Oct-10 Jan-11 Apr-11 Jul-11
Others 10.1 10.8 11.5
5
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Financials and Valuation

Income Statement {INE. Millicn) Ratios

Y/E March 2009 2010 2011 2012E 2 3E Y/E March 2009 2010 2011 2012E  2013E

Met Sales 37,759 47405 57,068 64784 T412T  Basic (Rs]

Change [] 395 255 204 135 144  EPS [Fully Diluted) 1.4 153 193 223 257
Tatal Expenditure 1274 35569 46410 52590 59521 CashEPS [Fully Diluted) 134 184 232 287 &07
EBITDA 6,485 8,536 10,659 12494 14,605 EYShare 4.4 T T35 a0s5 1086

Margin [34) 17.2 18.0 187 18.8 19.7 OFs 25 2.8 3.2 E.0 E.4
Depreciation BE0 1,239 1755 1855 2248  Payout[x) 243 M2 1889 285 28E
EBIT 605 7297 84903 10239 12357 Yaluation [z)

Int. and Finance Charges 4499 385 325 304 232 PIE (Fully Diluted) 395 293 233 301 175

Other Income - Fiec. 934 1445 13 234 VB3 FIE (Fully Diluted) 6 248 193 168 146

FiEY 130 Eik 6.1 5.0 4.1

FET befare ECitem BOB0 8357 9820 12857 13750 .. cE 44 . oo o

PBET after EQ item 6,060  $,357T  4.920 12,857 13,750 EVIERITOA 337 24 195 168 138

Tax 963 1,360 11837 1328 2,083 Diividend ield (3] 0E 0E 07 13 1.4
Tan Rate [*) 16.2 163 118 15.0 150

Reported PAT 5077 6997 8750 10,928 11,688  Feturn Ratios [x]

PAT Adj for EDitems 5077 6,997 8,750 10,163 11,688 L L
Change (%) 522 378 251 181 1sp  FecE - T
Margin [24] 134 1448 153 157 158 Working Capital Ratios

Less: Minority Interest 62 130 163 230 270 Fixed Azzet Turnower (1) 23 23 23 23 22

Adj Net Profit 505 6816  8.532 9.M3 11,43 Diebitor [Days] 0g an a7 a7 a5

Inventory [Days] 93 7o bl i i

Coensolidated Balance Sheet {INR Million) Whg,. Capital Tumauer [Diays] g5 172 17 127 125

V/E March 2009 2010 2011 2012E_2013E | gyerage Ratio

Equity Share Capital g2g Gaads] g9z g9z g9z DiebtEquity 4] 0o 04 04 02 01

Fully Diluted Equity Capital Fatays fatais] fatis] fatals] fataie]

Other Reserves 13420 24789 31 915 39473 47551 Cash Flow Statement {INR RMillion)

Total Reserves 13420 24789 31918 39473 47 551 ¥.E March 000 210 41 20M2E  MA3E

Met Worth 14248 25678 32,811 40,366 48,4M  qper profiviLoss) before Tee 6,485 8,536 10659 12,194 14605

Mincrity Interest 143 235 515 515 515 nreresuDividends Fecd. 954 1445 1341 2821 1525

Deferred liabilities 1164 1435 1 411 1,411 1 444 Direct Tages Faid S325 1,090 1193 1928 -2063

Total Loans 12233 11,399 11624 5624 5624 (Ine]iDec in Wi BE0 -4 475 2401 1497 -2794

Capital Employed 27,788 38,767 46,361 50,916 55994  CFpomOp incl EDEzp 7,374 4,414 8,405 11,690 11,374

Gross Black 18,200 22937 26339 30589 35389 [incjdecinFA 4007 G454 4995 -4500 -4 500

Less: Aceumn. Deprn. G188 FOF2 29075 11,030 13278 [PurltSale of Inwestments -1,520 -4 233 ] 0

Met Fized Assets 12,12 15865 17.313 19,859 22110 CF from Investments -5,527 6,503 -4.763 -4.500 -4.500

Capital WIP 240 3573 5312 a2 53E o ein et warth 2281 6029 300 -250 -270

Investments 216 264 ae 232 oiDec)in Debr 204 334 226 -3,000 -3,000

Gioodwill & Intangibles 3174 3197 3255 3255 3255 Interect Faid _499 385 325 304 37

Curr. Assets 28 21,755 AT IR0 I e 4,235 1483 1558 3123 3340

Inventory 9572 8,715 12000 13805 19567 oF fom Fin. Activity  -3,811 3,327 1457 6677 -6,84

Account Receivables 10349 11266 12555 14252 16305

Cash and Bank Balance 778 2015 4201 4714 474y  ‘meiDecof Cash 1,964 1,233 2,155 pup——

Cithers 2780 4759 B208  BATE 7413 Add: Beginning Balance 2,742 rra o 205 4201 4714

Curr. Liability & Prov. 13,331 11,893 14518 16,591 18,743  -iosing Balance T8 2,015 4,201 Sk VSRRV

Account P ayables 11504 9649 11,800 12957 145825

Frovisions 1827 2243 2718 53534 3923

Met Current Assets 10147 15,862 20,449 22,459 25,285

Appl. of Funds 27,788 38,767 46,361 50,916 55994

E: MIOSL Estimates
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NOTES
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Disclosures

This report is for personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. This research report does not constitute an offer, invitation or
inducement to invest in securities or other investments and Motilal Oswal Securities Limited (hereinafter referred as MOSt) is not soliciting any action based upon it. This report is not for public distribution
and has been furnished to you solely for your information and should not be reproduced or redistributed to any other person in any form.

Unauthorized disclosure, use, dissemination or copying (either whole or partial) of this information, is prohibited. The person accessing this information specifically agrees to exempt MOSt or any of its
affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not to hold MOSt or any of its affiliates or employees responsible for any such misuse and further agrees
to hold MOSt or any of its affiliates or employees free and harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays.

The information contained herein is based on publicly available data or other sources believed to be reliable. While we would endeavour to update the information herein on reasonable basis, MOSt and/or
its affiliates are under no obligation to update the information. Also there may be regulatory, compliance, or other reasons that may prevent MOSt and/or its affiliates from doing so. MOSt or any of its
affiliates or employees shall not be in any way responsible and liable for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report . MOSt or any
of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied warranties of
merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own investigations.

This report is intended for distribution to institutional investors. Recipients who are not institutional investors should seek advice of their independent financial advisor prior to taking any investment
decision based on this report or for any necessary explanation of its contents.

MOSt and/or its affiliates and/or employees may have interests/positions, financial or otherwise in the securities mentioned in this report. To enhance transparency, MOSt has incorporated a Disclosure of
Interest Statement in this document. This should, however, not be treated as endorsement of the views expressed in the report.

Disclosure of Interest Statement Lupin
1. Analyst ownership of the stock

2. Group/Directors ownership of the stock

3. Broking relationship with company covered

4. Investment Banking relationship with company covered
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Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the compensation of the research analyst(s) was, is,
or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The research analysts, strategists, or research associates principally
responsible for preparation of MOSt research receive compensation based upon various factors, including quality of research, investor client feedback, stock picking, competitive factors and firm revenues.

Regional Disclosures (outside India)
This report s not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary
to law, regulation or which would subject MOSt & its group companies to registration or licensing requirements within such jurisdictions.

For UK.

This report is intended for distribution only to persons having professional experience in matters relating to investments as described in Article 19 of the Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 (referred to as "investment professionals”). This document must not be acted on or relied on by persons who are not investment professionals. Any investment or investment activity
to which this document relates is only available to investment professionals and will be engaged in only with such persons.

For U.S.

MOSt is not a registered broker-dealer in the United States (U.S.) and, therefore, is not subject to U.S. rules. In reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities
Exchange Act of 1934, as amended (the "Exchange Act") and interpretations thereof by the U.S. Securities and Exchange Commission (“SEC") in order to conduct business with Institutional Investors
based in the U.S., Motilal Oswal has entered into a chaperoning agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

This report s intended for distribution only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the Exchange Act and interpretations thereof by SEC (henceforth referred to as "major
institutional investors"). This document must not be acted on or relied on by persons who are not major institutional investors. Any investment or investment activity to which this document relates is only
available to major institutional investors and will be engaged in only with major institutional investors.

The Research Analysts contributing to the report may not be registered /qualified as research analyst with FINRA. Such research analyst may not be associated persons of the U.S. registered broker-dealer,
Marco Polo and therefore, may not be subject to NASD rule 2711 and NYSE Rule 472 restrictions on communication with a subject company, public appearances and trading securities held by a research
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