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Glenmark may be the Dark
Horse in Domestic Pharma

Diverse geographies, R&D and a strong presence in fast-growing mmm_am:m give cothe mamm_

" A Promising Future

" Glenmark Pharma’s Consolidated Financials
(on a trailing four quarters basis)
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» Strong franchises in several key emerging markets across
_Russia/CIS, South America and Africa

+ Limited exposure to n:_um under price control list
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» Subdued n_.ein. In its uﬂ._..ﬁm in the US .
» Increase In research and development or R&D spend -
» No prospects of major debt reduction )
» Suspension of research on orie of its chemical entities

+ Delay In new product approvals jikely to adversely. im-
. -pact its immediate business in the Us
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ET Intelligence Group: Gléenmark
Pharmaceuticals may not havea ve-
ry promising outlook in the near-
term but most analysts are bullish
on its prospects in the medium-to-
long term, making India’s eighth
largest drugmaker a likely dark
horse inthe sector.

A muted growth outlook mo_, the
current fiscal on account of sub-
dued growth in its business in the
United States, increase in research
and development, or R&D spend, no
prospects of major debt reduction

. and suspension of research on one
.+ of its chemical entities had built up

anegative sentiment for the compa-
ny’s stock. However; analysts say it
may be too early to dismiss the com-
pany’slong-term prospects.

The company has among the most
diversified portfolios of markets
outside India, with a particularly
strong presence in the domestic and
emergingmarkets. Thedelay innew
product approvals is likely to adver-
sely impact its immediate business

inthe US. However, ithasa fewlimit-

ed competition launches lined up
for 2015-16 and 2016-17. The drug-
maker hasarich pipelineof 75prod-
ucts awaiting approval It has exclu-
sivemarketing rightsfor31of these,
which are covered under the so-
called para IV patent certifications
intheUS.
Addtothis, ithasa promising pipe-

. line of molecules under innovative

research and high expenditure on
R&D. At a time when most pharma
cux are shutting down their drug
discovery units, glemark is invest-

ingseriousmoneyin R&D. Thecom-
pany spends nearly 10% of itsreve-
nues- on R&D, of which 40-45% is
spent on innovative research. It has
been able to monetise its R&D ef-
forts time and again, lending sup-
port to its stock in the past. It has six
molecules under various stages of
development.

According to Harith Ahamed and
Mohan Saraf of Spark Capltal,
Glenmark has the most diversifled

wcowauvaﬁumao:mig E_E.
ma  companies.

L] Qver the years, the
Analysts company has build
expectthe strong franchises
stock to in several key
outperform emerging markets
the sector across Russia/CIS,
overthenext South  America

coupleof and Africa. Glen-
years mark’s fast-grow-
ing domestic f
ormulations business is-its key
strength. With a strong presence in
the fast-growing segments such as
dermatology and limited exposure
to drugs under price control list,
Glenmark isexpected to outpace do-
mesticmarket growth.

The company’s management
has guided for 16-18% growth in
the base business revenues in
2014-15. Analysts expect the base
business to grow at a similar
CAGR betweenFY14 and FYI16:
The EBITDA margins are likely
to be maintained at about 22%
during this period. Glenmark
Pharma’s stock has beenan under-
performer over the past one year,
gaining 39% while the ET Pharma
Index went up 53%. Analysts ex-
pect the stock to outperform over
the next couple of years.
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