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_.=_==. Correction an opportunity

While Merck Sereno and Salix deals will addto mmB_:mm in long run, existing geographies will continue driving growth

" BIVAL JAUHARL

upin’s deal with Merck
HL Sereno might have dis-
appointed the market,
given that the stock fell six per
cent intra-day on Tuesday post
the announcement, to finally
close four per cent lower. It also
put some brakes on the strong
rally the stock has seen, led by
a robust performance in the
June quarter and the improv-
ing growth outlook.
- But, this deal along with last
weekK’s agreement with anoth-

. er US-based firm, Salix

Pharmaceuticals, will help the
company expand its geograph-
ical presence and product port-
folio, adding to long-term
growth drivers. As a result, and
given the strong prospects, the
correction is a good opportu-
_nity to enter the stock, believe
analysts, most of ﬁroE are
bullish,
Analysts at Motilal Oswal

- Securities, for instance, see core

earnings growing 34 per cerit
CAGR over FY14-17, and main-

. taina ‘Buy’ on the stock, with a

revised target price of ¥1,650

" (based on 22x FY17 estimated

Most analysts remain bullish on Lupin's u.qomvmn-.u. looking
- at strong growth in the US market driven by mx_mc:m

produicts and new launches lined up

earnings pershare, Ecmgz.
pipeline valued at I8 a share).
Many other foreign brokerages,
too, have upgraded the target
price to ¥,600-1,650 for the
stock trading at¥1,365. The con-
sensus target price, according
toanalysts polled on Bloomberg
post the event, of ¥1,478 alsc
indicates an upside of overeight
percent.
Eamings-accretivedeals
Even as the company contin-

ues to see the US market driv-
ing overall growth, the two
agreements with the leading
global pharmaceutical compa-
nies (signed in a span of a week)
are likely to be earnings accre-
tive and longer termdrivers. .
The first agreement with US-
based Salix Pharmaceuticals
will strengthen fortunes in the

" Canadian market where Lupin

is'establishing its presence; and
thesecond with Merck Serenois
for emerging markets as Latin

GAINS TO CONTINUE

% ticipants had expected much

moore than a pure contract man-

90 ufacturing deal with Merck

. Sereno and hence the stock cor-

* rected on Tuesday. However,

there could be more in the off-

g ing, Analysts as those at Motilal

% Oswal Securitiesfeel a pure con-
. tract manufacturing arrange-

ment is not Lupin’s philosophy

.~ and there could be larger com-
mercial arrangements following. -

. Asof now, once the products
arelaunched, H%ESEcn get-
ting a regular revenue flow, as

: ._ -=7  well as milestone-based pay-

América, Asia, Central Eastern’
Europe, and Africa.

The long-term strategic part-
nership with Merck Serono, bio-
pharmaceutical division of
Merck, Lupin will hélp Merck
Serono to expand its general
medicine and endocrinology
portfolio n the emerging mar-
kets. The agreement builds on
anestablished working relation-
ship between the two compa-
nies, and could add up to20 new
productsto the current portfolio.
The first launches are expected
in 2016. However, market par-

ments in addition to some
_upfront payment. Details of

financials have not been dis-
closed. Since the revenues are
expected to start flowing from
FY17, analysts have not upgrad-
edtheir near-term eamings esti-
mates. The agreement with
Salix is for exclusive rights to
market, distribute and sellsome
of Salix products in Canada.
This is being looked as a positive
step since Lupin is in the
process of establishing its
Canadian presence. Thus, the
addition of this significant prod-
uct portfolio opens growth
opportunities.

US remains key driver
Most analysts remain bullish

on Lupin’s prospects, looking
at the strong growth in the US

‘market, driven by existing

products and new launch
plans:

The generics of anti-depres-
sant Cymbalta, cholesterol low-

ering Niaspan, anti-bacterial .

Zymaxid and HIV treatment
drug Trazivir had driven US
sales growth in the June quar-
ter and continue to do well.

-Zymaxid and Trazivir have

remained a two-player market,
despite three quarters of gener-
icisation. Though oral contra-
ceptives are doing well, new
launches are expected that will
help expand the portfolio.
The limited competition
products and speciality focus
will boost growth. On this front,
the respiratory and dermatol-
ogy filings, as well as scaling
up of complex injectibles
(through acquisition of Dutch
company Nanomi in February)
and biosimilar portfolio (joint
venture with Japanese compa-
ny Yoshindo in April) will

emerge as long-term growth

drivers.
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