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  All positives built into current valuations  

 
▪ SUNP reported 11% domestic sales growth led by 5% volume growth 

from ~14,000 MRs; leads in Rx count across 13 doctor categories 
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Key changes  

 Target Rating  

    
 
 

Ticker/Price SUNP IN/Rs 1,903 

Market cap US$ 54.3bn 

Free float 45% 

3M ADV US$ 41.8mn 

52wk high/low Rs 1,960/Rs 1,068 

Promoter/FPI/DII 54%/16%/20% 

Source: NSE | Price as of 28 Oct 2024 

 
 

 

Key financials 

Y/E 31 Mar FY24A FY25E FY26E 

Total revenue (Rs mn) 484,969 528,532 572,334 

EBITDA (Rs mn) 129,884 144,805 159,668 

Adj. net profit (Rs mn) 100,359 106,791 119,229 

Adj. EPS (Rs) 41.8 44.5 49.7 

Consensus EPS (Rs) 41.8 46.8 53.9 

Adj. ROAE (%) 15.9 14.9 14.7 

Adj. P/E (x) 45.5 42.7 38.3 

EV/EBITDA (x) 34.0 30.3 27.0 

Adj. EPS growth (%) 17.2 6.4 11.6 

Source: Company, Bloomberg, BOBCAPS Research  

Stock performance 

 

Source: NSE 

▪ US specialty sales to continue growth momentum driven by Levulan in 

3QFY25 due to seasonality 

▪ We believe lower R&D, healthy product mix can spur EBITDA margin, 

which is all built into the CMP. We maintain HOLD 

 

  

Strong growth in global specialty and India businesses: SUNP’s performance in 

Q2FY25 was marginally above our estimates where sales/EBITDA rose 3%/4% 

above our estimates. Revenue growth of 9% was led by 22% YoY growth in the US 

to US$ 517mn and industry-beating growth in the domestic business. We expect 

SUNP’s sales to grow at 8% CAGR from FY25-27 to Rs 619bn. 

Levulan to contribute more in Q3 due to seasonality: US growth of 20% was led 

by double-digit revenue growth in the specialty businesses and higher growth in 

gRevlimid in Q2 vs Q1. Going forward, we believe US specialty sales growth would 

be driven by Winlevi, Cequa, Levulan and Ilumya. The US generics business 

reported sequential growth driven by two new product launches. We expect US 

sales to grow by 8% CAGR from FY25-27 to US$ 2.3bn, driven by 10% CAGR 

growth in US specialty sales from FY25-27 to US$ 1.17bn.  

Continues to outperform IPM in terms of volume growth: SUNP’s India sales 

grew by 11% in Q2FY25, outperforming the Indian Pharma Market (IPM), on the 

back of 14 new launches in Q2FY25. During the quarter SUNP’s volume grew by 

5% vs IPM growth of 0.7% driven by its number 1 position in the Rx count among 13 

doctor specialists. The company aims to grow in line with or outperform the Indian 

Pharma Market in FY25. It is also focusing more on in-house manufacturing. 

Lower R&D guidance to boost margins: During the quarter, R&D contribution was 

lower at 6% due to delay in clinical trials. Management expects R&D expense to 

ramp up in H2FY25. However, it lowered its FY25 guidance to 7-8% from the earlier 

8-10% of sales. We believe lower R&D, healthy product mix and stable employee 

expense can increase EBITDA margin to 27.4% in FY25E vs 26.8% in FY24. 

Maintain HOLD with revised TP of Rs 2,019: We believe lower R&D, healthy 

product mix amidst higher SG&A expense can boost EBITDA margin. However, we 

believe most of the positives are built into the CMP, hence, we maintain HOLD. We 

ascribe a higher P/E of 38x, and roll forward our valuations to Sep’26, with a new TP 

of Rs 2,019 (from Rs 1,530). 
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Fig 1 – Financial highlights 

(Rs mn) Q2FY25 Q2FY24 YoY (%) Q1FY25 QoQ (%) FY24 FY23 YoY (%) 

Net Sales 132,914 121,924 9.0 126,528 5.0 484,969 438,857 10.5 

Other Related Income         

Total Income      484,969 438,857  

Total Expenses 94,805 89,789  89,947  355,099 321,128  

  (%) of net sales      73 73  

Raw material consumed 26,942 27,871 (3) 26,754  106,626 106,622  

  (%) of net sales 20.3 23  21  22 24  

Staff cost 24,777 23,644 5 24,546 0.9 94,291 82,960  

  (%) of net sales 18.6 19.4  19.4  19 19  

R&D cost 7,929 7,560 5 7,762 2.2 31,487 23,278  

  (%) of net sales 6.0 6.2  6.1  6.5 5  

SG&A 35,157 30,715 14 30,884 13.8 122,695 108,268  

  (%) of net sales 26.5 25.2  24.4  25 25  

EBITDA 38,109 32,135 18.6 36,581 4.2 129,870 117,729 10.3 

Depreciation 6,259 6,328 (1.1) 6,551 (4.5) 25,566 25,294  

EBIT 31,850 25,807 23.4 30,029 6.1 104,304 92,435 12.8 

Interest 692 493 40.3 615 12.4 2,385 1,720  

Other Income 3,540 2,936 20.6 5,326 (33.53) 13,542 6,345  

PBT  34,698 28,250 22.8 34,740 (0.1) 115,461 97,060 19.0 

Less: Taxation 5,672 3,901  5,523  14,395 8,476  

Less: Minority Interest (95) 253  356  721 873  

Recurring PAT 29,121 24,096 20.9 28,861 0.9 100,346 87,711 14.4 

Exceptional items 1,281 (341)  (505)  (4,582) (2,976)  

Reported PAT 30,402 23,755 28.0 28,357 7.2 95,764 84,736 13.0 

Key Ratios (%)   (bps)  (bps)   (bps) 

Gross Margin 79.7 77.1 259 78.9 87 78.0 75.7 231 

EBITDA Margin 28.7 26.4 232 28.9 -24 26.8 26.8 -5 

Tax / PBT 16.3 13.8  15.9  12.5 8.7  

NPM 21.9 19.8  22.8  20.7 20.0  

EPS (Rs) 12.1 10.0  12.0  41.8 36.6  

Source: Company, BOBCAPS Research 

Fig 2 – Revenue breakdown 

(Rs mn) Q2FY25 Q2FY24 YoY (%) Q1FY25 QoQ (%) FY24 FY23 YoY (%) 

Formulation 127,078 114,379 11.1 119,848 6.0 455,708 410,786 10.9 

Domestic  42,652 38,425 11.0 41,445 2.9 148,893 136,031 9.5 

Exports  84,426 75,953 11.2 78,403 7.7 306,815 274,755 11.7 

US 43,274 35,504 21.9 38,894 11.3 153,493 135,353 13.4 

EM 25,901 23,449 10.5 23,695 9.3 86,195 78,977 9.1 

ROW 16,633 17,000 (2.2) 15,814 5.2 67,128 60,426 11.1 

APIs and others 5,338 5,653 (5.6) 5,397 (1.1) 21,877 22,003 (0.6) 

Net Sales 132,416 120,031 10.3 125,245 5.7 477,585 432,789 10.4 

OOI 1,300 1,893 (31.3) 1,282 1.4 7,384 6,068 21.7 

Revenue 133,716 121,924 9.7 126,528 5.7 484,969 438,857 10.5 

Source: Company, BOBCAPS Research 
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Earnings call highlights  

Guidance  

▪ R&D for FY25 is expected to be 7-8% of sales.  

Specialty business  

▪ Specialty sales grew by 19.2% to US$ 286mn in Q2. 

▪ SUNP recently entered into a global licensing agreement with Phylogen to 

commercialise Fibromun. 

▪ Growth was driven by strong growth in Winlevi, Cequa and Ilumya. Management 

expects Levulan to contribute in Q3 sales due to seasonality.  

▪ Prescription trends for specialty products remain strong.  

▪ Focus to be on US market initially, with plans to expand to other regions.  

▪ Leqselvi is currently under litigation. If SUNP gets an unfavourable judgment and 

loses even on appeal, then a potential launch could be delayed.  

US business  

▪ US formulations business grew by 20.3% YoY to US$ 517mn.  

▪ US sales accounted for 33% of SUNP’s total sales in Q2FY25.  

▪ The underlying business and the prescription trend for the specialty business 

remained strong in Q2.  

▪ SUNP had higher sales of gRevlimid in US in Q2 versus Q1. 

▪ The US generics segment grew on a sequential basis.  

▪ SUNP launched two new products during the quarter.   

▪ Topline data for Ilumya is expected in H2CY25. 

India business  

▪ India sales grew by 11% in Q2FY25, accounting for 32% of consolidated sales. 

▪ SUNP is ranked No. 1 in India with 8.1% in 2QFY25 vs 7.7% market share in 

2QFY24. 

▪ Launched 14 new products in Q2FY25. 

▪ In the top 300 brands of IPM, SUNP has 28 brands. 

▪ Volume growth for the quarter stood at 5.2% vs IPM growth of 0.7%. 

▪ Medical representative count stands at ~14,000. SUNP is also ranked number one 

by prescription in 13 different doctor categories. 
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Valuation methodology  

SUNP reported healthy US and domestic sales numbers, resulting in 28.7% EBITDA 

margin. This growth momentum is expected to continue, driven by (1) volume growth in 

the domestic region, (2) specialty sales uptick in the US region, (3) recovery in ROW 

market in H2FY25, and (4) lowering of R&D costs.  

We introduce FY27 estimates and expect earnings to grow at a CAGR of 12% from 

FY25-27E. SUNP has a healthy cash balance of Rs 1bn which could be utilised for 

M&A activity. However, we believe all the positives are factored into the CMP. We do 

not see any incremental growth driver, and hence, maintain our HOLD recommendation 

but ascribe a higher P/E of 38x. We roll forward our valuations to Sep’26, with a new TP 

of Rs 2,019 (from Rs 1,530).  

Fig 3 – Key assumptions 

(Rs mn) FY24 FY25E FY26E FY27E 

Domestic sales 148,893 166,418 182,814 200,138 

US Sales 153,493 165,061 177,593 191,175 

ROW Sales 67,128 72,317 76,081 80,043 

Sales 484,969 528,532 572,334 619,359 

EBITDA  129,884 144,805 159,668 175,883 

PAT 101,080 108,537 121,219 135,105 

EPS 39.8 44.5 49.7 55.5 

EBITDA Margin (%) 26.8 27.4 27.9 28.4 

PAT Margin (%) 20.8 20.5 21.2 21.8 

Source: Company, BOBCAPS Research 

Key risks 

Key upside risks to our estimates are:  

▪ regulatory clearance, 

▪ positive results from pipeline drugs, especially Deuruxolitinib, and 

▪ higher gRevlimid sales. 

Key downside risks to our estimates are: 

▪ continued regulatory hindrances to plants under USFDA scrutiny, 

▪ deterioration in the US generic pricing environment, and 

▪ reduced market share and heightened competition for gRevlimid. 
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Financials       

      

Income Statement      

Y/E 31 Mar (Rs mn) FY23A FY24A FY25E FY26E FY27E 

Total revenue 438,857 484,969 528,532 572,334 619,359 

EBITDA 121,740 129,884 144,805 159,668 175,883 

Depreciation 25,294 25,566 26,769 27,652 28,534 

EBIT 96,446 104,317 118,036 132,016 147,349 

Net interest inc./(exp.) (1,720) (2,385) (1,094) (1,044) (998) 

Other inc./(exp.) 277 13,542 10,748 11,639 12,595 

Exceptional items 0 0 0 0 0 

EBT 95,003 115,474 127,691 142,611 158,947 

Income taxes 8,476 14,395 19,154 21,392 23,842 

Extraordinary items (1,715) (4,943) 0 0 0 

Min. int./Inc. from assoc. 873 721 1,746 1,990 1,990 

Reported net profit 83,940 95,416 106,791 119,229 133,115 

Adjustments 1,715 4,943 0 0 0 

Adjusted net profit 85,654 100,359 106,791 119,229 133,115 

      

Balance Sheet      

Y/E 31 Mar (Rs mn) FY23A FY24A FY25E FY26E FY27E 

Accounts payables 56,815 56,533 54,561 57,709 60,963 

Other current liabilities 31,628 36,579 36,734 36,904 37,092 

Provisions 56,973 57,715 63,072 68,965 75,448 

Debt funds 68,859 32,737 31,252 29,841 28,501 

Other liabilities 0 0 0 0 0 

Equity capital 2,399 2,399 2,399 2,399 2,399 

Reserves & surplus 590,086 668,660 757,571 856,923 967,659 

Shareholders’ fund 592,485 671,060 759,971 859,323 970,058 

Total liab. and equities 806,760 854,622 945,589 1,052,742 1,172,062 

Cash and cash eq. 57,261 105,207 158,520 256,870 366,680 

Accounts receivables 114,385 112,494 138,110 149,556 161,843 

Inventories 105,131 98,683 122,645 132,809 143,721 

Other current assets 87,984 102,335 102,335 102,335 102,335 

Investments 148,301 150,258 150,258 150,258 150,258 

Net fixed assets 103,670 101,917 89,992 77,185 63,495 

CWIP 49,732 53,539 53,539 53,539 53,539 

Intangible assets 140,297 130,191 130,191 130,191 130,191 

Deferred tax assets, net 0 0 0 0 0 

Other assets 0 0 0 0 0 

Total assets 806,760 854,622 945,589 1,052,742 1,172,062 

       

Cash Flows      

Y/E 31 Mar (Rs mn) FY23A FY24A FY25E FY26E FY27E 

Cash flow from operations 58,821 130,925 88,461 135,356 149,184 

Capital expenditures (81,520) (17,514) (14,845) (14,845) (14,845) 

Change in investments (19,815) (1,957) 0 0 0 

Other investing cash flows 0 0 0 0 0 

Cash flow from investing (101,335) (19,471) (14,845) (14,845) (14,845) 

Equities issued/Others 0 0 0 0 0 

Debt raised/repaid 55,956 (36,122) (1,485) (1,411) (1,340) 

Interest expenses (1,720) (2,385) (1,094) (1,044) (998) 

Dividends paid (15,125) (17,192) (19,242) (21,483) (23,985) 

Other financing cash flows 10,347 (7,810) 1,517 1,776 1,793 

Cash flow from financing 49,459 (63,509) (20,303) (22,162) (24,529) 

Chg in cash & cash eq. 6,945 47,945 53,313 98,350 109,810 

Closing cash & cash eq. 57,261 105,207 158,520 256,870 366,680 

       

 

 

Per Share      

Y/E 31 Mar (Rs) FY23A FY24A FY25E FY26E FY27E 

Reported EPS 35.0 39.8 44.5 49.7 55.5 

Adjusted EPS 35.7 41.8 44.5 49.7 55.5 

Dividend per share 6.3 7.2 8.0 9.0 10.0 

Book value per share 233.1 265.4 301.9 342.6 388.1 

      

Valuations Ratios      

Y/E 31 Mar (x) FY23A FY24A FY25E FY26E FY27E 

EV/Sales 10.1 9.1 8.3 7.5 6.8 

EV/EBITDA 36.3 34.0 30.3 27.0 24.1 

Adjusted P/E 53.3 45.5 42.7 38.3 34.3 

P/BV 8.2 7.2 6.3 5.6 4.9 

      

DuPont Analysis      

Y/E 31 Mar (%) FY23A FY24A FY25E FY26E FY27E 

Tax burden (Net profit/PBT) 90.2 86.9 83.6 83.6 83.7 

Interest burden (PBT/EBIT) 98.5 110.7 108.2 108.0 107.9 

EBIT margin (EBIT/Revenue) 22.0 21.5 22.3 23.1 23.8 

Asset turnover (Rev./Avg TA) 14.6 14.6 14.7 14.3 13.9 

Leverage (Avg TA/Avg Equity) 1.4 1.3 1.3 1.2 1.2 

Adjusted ROAE 15.5 15.9 14.9 14.7 14.6 

      

Ratio Analysis      

Y/E 31 Mar FY23A FY24A FY25E FY26E FY27E 

YoY growth (%)      

Revenue 13.5 10.5 9.0 8.3 8.2 

EBITDA 16.3 6.7 11.5 10.3 10.2 

Adjusted EPS 11.5 17.2 6.4 11.6 11.6 

Profitability & Return ratios (%)      

EBITDA margin 27.7 26.8 27.4 27.9 28.4 

EBIT margin 22.0 21.5 22.3 23.1 23.8 

Adjusted profit margin 19.5 20.7 20.2 20.8 21.5 

Adjusted ROAE 15.5 15.9 14.9 14.7 14.6 

ROCE 14.6 14.9 14.3 14.2 15.0 

Working capital days (days)      

Receivables 92 85 95 95 95 

Inventory 81 77 85 85 85 

Payables 174 205 175 175 175 

Ratios (x)      

Gross asset turnover 1.3 1.4 1.4 1.5 1.6 

Current ratio 2.5 2.8 3.4 3.9 4.5 

Net interest coverage ratio 56.1 43.7 107.9 126.4 147.7 

Adjusted debt/equity (0.2) (0.3) (0.4) (0.4) (0.5) 

Source: Company, BOBCAPS Research | Note: TA = Total Assets 
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NOT FOR DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN OR INTO THE UNITED STATES OF AMERICA (“US”) OR IN OR INTO ANY OTHER JURISDICTION 

IF SUCH AN ACTION IS PROHIBITED BY APPLICABLE LAW. 

Disclaimer 

Name of the Research Entity: BOB Capital Markets Limited 

Registered office Address: 1704, B Wing, Parinee Crescenzo, G Block, BKC, Bandra East, Mumbai 400051 

SEBI Research Analyst Registration No: INH000000040 valid till 03 February 2025 

Brand Name: BOBCAPS 

Trade Name: www.barodaetrade.com 

CIN: U65999MH1996GOI098009 

Logo: 

 
Investments in securities market are subject to market risks. Read all the related documents carefully before investing. 

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. 

Recommendation scale: Recommendations and Absolute returns (%) over 12 months 

BUY – Expected return >+15%  

HOLD – Expected return from -6% to +15%  

SELL – Expected return <-6% 

Note: Recommendation structure changed with effect from 21 June 2021 

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in 
line with the recommendation scale as shown above. 

Ratings and Target Price (3-year history): SUN PHARMA (SUNP IN) 

 

B – Buy, H – Hold, S – Sell, A – Add, R – Reduce 

Analyst certification 

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about 
the subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the specific 
recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOB Capital Markets 
Limited (BOBCAPS). 

General disclaimers 

BOBCAPS is engaged in the business of Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited and BSE 
Limited and is also a SEBI-registered Category I Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries 
engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.  

BOBCAPS’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years. 
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory 
authority against BOBCAPS affecting its equity research analysis activities. 

BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated 20 November 2017. 

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives 
of any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or 
advisory board member of any companies that the analysts cover.  

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to 
the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations 
expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of 
interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein. 

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction We are not soliciting any action based on 
this material. It is for the general information of BOBCAPS’s clients. It does not constitute a personal recommendation or take into account the particular investment 
objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients should consider whether it is 
suitable for their particular circumstances and, if necessary, seek professional advice. BOBCAPS research reports follow rules laid down by Securities and Exchange 
Board of India and individuals employed as research analysts are separate from other employees who are performing sales trading, dealing, corporate finance advisory 
or any other activity that may affect the independence of its research reports. 
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The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any 
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not 
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions — 
including those involving futures, options, and other derivatives as well as non-investment-grade securities — that give rise to substantial risk and are not suitable for 
all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as 
such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information 
discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.  

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long” 
or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or 
dispose of any such securities (or investment). We and our affiliates may assume an underwriting commitment in the securities of companies discussed in this 
document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment banking 
or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies. 

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of 
the equity shares of the subject company, the holdings of the issuer of the research report is also included. 

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US 
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an 
adverse effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by 
foreign currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and 
understood the Risk disclosure document before entering into any derivative transactions. 

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent. 

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014 

The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.  

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her 
relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date 
of publication of this report. 

The research analyst(s) has not received any compensation from the subject company or third party in the past 12 months in connection with research report/activities. 
Compensation of the research analyst(s) is not based on any specific merchant banking, investment banking or brokerage service transactions. 

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.  

The research analyst(s) has not served as an officer, director or employee of the subject company. 

BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.  
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