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Aurobindo Pharma Doubles
Investor Wealth in 3 Months

ECONOMICTIMES.COM
‘NEW DELHI '

.Shares of Aurobindo Pharma
- have rallied over 100% or doubled
‘investors' wealth since October,
led by a sharp depreciation in the
rupee, attractive valuations com-
“pared to its peers and strong ex-
‘portshow.
Thestockralliedasmuch as5.4%
to touch its fresh 52-week high of
£404.75 on the National Stock Ex-
- change.
The stock has rallied from
3202.35 recorded on September 30
to ¥404.75 on 24 December, which

translates into a gain of 100%. |,
Most analysts see Aurobindo §
Pharma hitting fresh highs in ¢
near future and advise investors

toholdon tothe stock for betterre
turns. '

Investors with long-term hori-
zonshould remain invested, while
those who are looking for a quick
gain can sell the stock.

“Over the past five years, Auro-
bindo Pharma has transformed
from an API(Active Pharmaceuti-
cal Ingredient) company to a for-
mulation maker, but its valua-
tions have yet to catch up,”
BofA-ML said inareport.

The global brokerage firm ex-
pectsthe US business to grow 34%
CAGR over FY13-16E, driven by a
large pipeline and incremental fo-
cus on differentiated products.

With strong growth visibility,
improving returns ratios and
B/S, BofA-ML believes that the
pharma major warrants a higher
multiple compared to what it is
tradingatnow, whichisat50% dis-
count tomid-cappeers.

Better cash flowfrom thelaunch-
es of high margin and limited
competition drugsislikely tohelp
reduce capital gearing ratio and
trigger higher valuation multi-
plestoreduce gap, say analysts.

Pharmaceutical = stocks have
been infavour duetothe defensive
nature of the business because
they are least affected by an eco-
nomic slowdown, healthy export

- performance and benefits of a

weakerrupee.

The recent market rally in the
pharma sector has materially re-
duced the valuation gap that exist-
ed between the
historical multi-
year average valu-
ation multipleand
current valuation.
“In our pharma
universe, we find

:::i\::stors Ipca Laboratories,
long-term Aurobindo Pharma
horizen (Aurobindo), Sun
shouldremain Fharmaceutical In-
invested, dustries and Glen-
whilethiose  mark Pharmaceuti-
who are cals (Glenmark)
loockingfora breached their re-
quickgaincan spective three-year
selithestock  and five-year histor-

ical average multi-
ples on the back of a strong show
in the export markets,” Sharek-
hansaid inareport.

Most analysts prefer Aurobindo
Pharma over other midcap phar-
ma names as most of them expect
strong growth in the comingquar-
ters as well as chances of rerat-
ing. “I prefer Aurobindo to Wock-
hardt, because Wockhardt has got
a lot of problems regarding regu-
latory issues for their manufac-

turing facilities. Whereas in case
of Aurobindo, there is a steady
flow of news on the launch of
their generic products and they
are going to do well,” said Ranjit
Kapadia, Senior vice-president,
Pharma, Centrum Broking.

“Theirlatest launch has been ge-
nerie Cymbalta this week and this
is going to give a good upside for
Aurcbindo and ‘at the same time,
the rupee has also stabilised,” he
added. Kapadia is of the view that
the mark to market losses, which
were about 268 crore in the last
quarter, are likely to be positive
this quarter. So you will see some
mark tomarket gains and this will
definitely re-rate the stock going
ahead, he said.

Analysts at top brokerage firms
believe that the main drivers for
Aurobindo are going to be a) Busi-
ness mix improvement with more
formulation sales, b)Scaling up of
Aurolife’s control substances
sales ¢) Scale-up of injectable
business and d) higher operating
cash flow to reduce debt. IndiaNi-
vesh expects the company to
achieve $1.5-billionrevenuebythe
endof FY15E from current thelev-
el of*$1.1 billion in FY13, which
translates to 15.2% CAGR.

Accordingly, they expect the
company's total formulation busi-
ness (excluding Dossier income)
to grow at 189% CAGR & API busi-
ness at 10.5% CAGR over
FY12E-15E.

The company expects European
business to grow between 20%
-25% in FY14E. Management has
alsoguided toachicve $30 mn reve-
nue from Injectable business in
FYI4E & $45-50 mn in FY15E.
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