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Lorem ipsum dolor sit amet, consectetuer adipiscing elit, sed diam 
nonummy nibh euismod tincidunt ut laoreet dolore magna aliquam 
erat volutpat. Ut wisi enim ad minim veniam, quis nostrud exerci 
tation ullamcorper suscipit lobortis nisl ut aliquip ex ea commodo 
consequat. Duis autem vel eum iriure dolor in hendrerit in 
vulputate velit esse molestie consequat, vel illum dolore eu feugiat 
nulla  

 
 Lorem ipsum dolor sit amet, consectetuer adipiscing elit, sed diam nonummy 

nibh euismod tincidunt ut laoreet dolore magna aliquam erat volutpat. Ut wisi 
enim ad minim veniam,  
 

 quis nostrud exerci tation ullamcorper suscipit lobortis nisl ut aliquip ex ea 
commodo consequat. Duis autem vel eum iriure dolor in hendrerit in vulputate 
velit esse molestie consequat, 
 

  vel illum dolore eu feugiat nulla facilisis at vero eros et accumsan et iusto odio 
dignissim qui blandit praesent luptatum zzril delenit augue duis dolore te feugait 
nulla facilisi. et iusto odio dignissim qui blandit praesent luptatum zzril delenit 
augue duis dolore te feugait nulla facilisLorem ipsum dolor sit amet,  do 
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Industry LTP Recommendation Base Case Fair Value Bull Case Fair Value Time Horizon 

Pharmaceuticals Rs 988 Buy at LTP and add more on dips to Rs 876 Rs 1104 Rs 1168    2 quarters 

Our Take:  
Aurobindo Pharma is on track with its endeavor to increase the number of complex/differentiated products. It is developing various 
products like complex injectables, inhalers, transdermal patches, and biosimilars, which would aid growth in the US business, and create 
margin expansion opportunities. Being a backward-integrated manufacturer, the company is well-placed to sustain superior profitability.  
For 9MFY21, revenue grew ~11% yoy to Rs 18,773cr, mainly led by strong growth from US formulations and ARV business. EBITDA margin 
improved 80bps yoy to 21.6%, led by better gross margin. The company reported 129% yoy surge in net profit due to an exceptional gain 
of Rs 2,814cr in the quarter. Aurobindo Pharma has a strong pipeline with 146 ANDAs pending for approval, 54 of which are injectables. 87 
injectables are already approved; the company plans to file 12-15 injectable ANDAs in the US each year. Furthermore, it has ~300 products 
under various stages of development. The launch momentum remained healthy in 9MFY21 with 34 products (including 11 injectables). The 
company has been constantly focusing on deleveraging its balance sheet and, post the sellout of Natrol for US$ 550mn or Rs 4,000cr, the 
company has become net cash positive in Q3FY21 with net D/E at -0.04x and net cash of US$ 117mn.  
 
In addition to the PLI scheme investments of Rs 3,000cr, Aurobindo plans to augment its capacities in APIs (to invest Rs 800cr over 2-2.5 
years) and expects to double its revenues in the next 4-5 years. The progress on complex/vaccine pipeline remains on track and we remain 
positive on the company’s capabilities to monetize this pipeline over the next few years. The growth outlook for EU, ARVs and RoW 
markets remains strong with 8-10% revenue CAGR estimated over FY21-23E. The balance sheet is strengthened as it turned net debt free 
in Dec-20. 
Indian Pharma is expected to perform well, led by a robust exports opportunity, supply chain de-risking by global pharma from China, PLI 
schemes, enhanced specialty drug efforts, and recovery of global pharma demand post COVID. Also, the COVID-led opportunities could be 
a catalyst in the near term. 
 
On Sep-28 2020, we had initiated coverage on Aurobindo Pharma for the base case target of Rs 861 and bull case target of Rs 921 and our 
bull case target was achieved in Dec 07, 2020. 
(https://www.hdfcsec.com/hsl.research.pdf/Auro%20Pharma%20-Initiating%20Coverage%20-28%20Sep_2020.pdf).  
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Given strong growth outlook for pharmaceutical sector and healthy numbers for 9MFY21, we have increased target prices for the stock. 
The company is progressing well on (i) the vaccine opportunity, (ii) expanding the Injectables portfolio, and (iii) building the biologics 
portfolio.  
With a dedicated focus on me-too generics, the company has already emerged as the second-largest US-generic company in terms of Rx 
dispensing (with US$ 1.6bn US sales in FY20, i.e., 50% of its total sales) and the seventh-largest generic company globally. 
 
View & Valuation: 
Strong growth outlook for the US business is driven by improving traction from the generic Injectables space (with comparatively low 
competition), a healthy product pipeline, and expected traction in recently launched products. European business is also on the path to 
recovery with demand normalizing. In the long term, Aurobindo is looking to build a presence in the specialty segment, including 
biosimilars, oncology inhalers, and transdermal patches, which are likely to drive growth. It has a strong advantage of being a low-cost 
producer with one of the largest product portfolios. Over the years, its dependence on API has consistently reduced with ~90% of its 
revenue currently coming from formulations.  We estimate 6% revenue CAGR, led by both US and EU business, while API and ARV 
segments would register steady growth over FY20-23E. Operating margin may expand 110bps yoy to 22.2% in the same period. We expect 
10% CAGR in net profit, led by steady margin and lower finance costs. We remain positive on Aurobindo on the back of (a) strong complex 
injectables (manufacturing capabilities/capacity), (b) healthy business of API over three years, (c) improving profitability of the European 
business, (d) catering the vaccine opportunity over the medium term, and (e) reduced financial leverage. 

While regulatory compliance remains an overhang for Aurobindo’s US base business (5 facilities under OAI classification), its diversified US 
FDA-approved manufacturing network (of 8 API and 11 formulations facilities) and pipeline of oral solids and injectables should support 
approvals and growth in the near-term. Margin improvement at acquired Apotex business in EU and Covid vaccine supplies in India/EMs 
could drive earnings in the medium term. Its investments and progress in complex segments provide significant comfort on growth beyond 
FY22/FY23 with estimated revenue contribution (across geographies) of US$ 350-400mn in FY24, ramping up to US$ 550-600mn in FY25.  

Possible (though no official announcement so far) demerger of Injectables business could hasten the value unlocking process. We believe 
that investors can buy the stock at LTP and add more on dips to Rs 876 for base case fair value of Rs 1,104 (17x FY23E EPS) and bull case 
fair value of Rs 1,168 (18x FY23E EPS) over the next two quarters. 
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Financial Summary  
Particulars (Rs cr) Q3FY21 Q3FY20 YoY (%) Q2FY21 QoQ (%) FY19 FY20 FY21E FY22E FY23E 

Total Revenues 6365 5895 8.0 6483 -1.8 19,564 23,099 25,111 25,998 27,863 

EBITDA 1369 1208 13.3 1433 -4.5 3952 4864 5460 5632 6175 

Depreciation 277 250 10.6 257 7.5 668 967 1069 1145 1261 

Other Income 73 31 134.8 47 54.2 116 192 271 261 272 

Interest Cost 20 37 -47.3 16 24.2 263 305 75 76 49 

Tax 1059 233 354.5 387 173.6 727 914 2036 1168 1284 

RPAT 2947 706 318 806 266 2290 2831 5332 3456 3805 

APAT 837 715 17 802 4.4 2376 2849 3342 3456 3805 

EPS (Rs)           40.5 48.3 57.0 59.0 64.9 

RoE (%)           18.6 18.6 17.3 14.5 14.0 

P/E (x)           24.5 20.5 17.4 16.8 15.3 

EV/EBITDA (x)           14.6 11.4 9.6 8.8 7.5 
              (Source: Company, HDFC sec) 

 

Q3FY21 Result Update 
Aurobindo reported 8%/17% yoy growth in revenue/PAT. Barring the weakness in API (-14% yoy), most markets grew at healthy pace. In 
contrast to peers, Aurobindo's US business (ex-Natrol) performed well, accounting for 49.8% of consolidated revenue, and growing 4/7.5% 
qoq/yoy, driven by volume gains and improvement in injectable revenue. Europe revenue in Q3FY21 increased by 13.2% yoy to Rs 1,671 
crore, accounting for 26.3% of consolidated revenue. 
 
The company reported 310bps expansion in gross margin at 59.6% on better product mix. Higher R&D (6.1% of overall revenues) and 
other expenditure curtailed operating margin expansion. For 9MFY21, revenue/EBITDA/adj. PAT recorded 11%/17%/18% yoy growth. 
 
The annual capex plan stands at ~US$ 200mn. Spend on account of the PLI Scheme would be above the planned capex. The PLI Scheme 
capex would take place over the next 30 months. The company aims to double its API revenues over the next 4-5 years. Currently, 40-45% 
of APIs produced are consumed internally. 



Aurobindo Pharma Ltd. 

5 
 

 

Europe sales grew 5.6% yoy to Rs 4,508cr for 9MFY21, with strong 13% yoy growth in Q3FY21. Aurobindo is on track to (a) expand to 
newer geographies, such as Eastern Europe, and (b) expand product offerings, including injectables and the Eugia Onco product portfolio. 
Margins in Europe have already improved to 15% and would continue to improve with a higher number of injectable launches – supported 
by a new facility catering to the European market. 
 
On the vaccine front, the license agreement with COVAXX allows Aurobindo to utilize the facility for contract manufacturing for COVAXX. It 
is looking at both private and government businesses in India for the COVID vaccine. The company has completed CAPAs on unit I, IX, XI, 
and VII, and expects an inspection in the medium term due to shortages and vaccine approvals. 
 
Focus on injectables to drive US sales 
Aurobindo has a sizeable presence in the US pharma market. It has strong overall product pipeline in the US, which would unfold, going 
ahead, and provide the impetus for growth. The company is on track to achieve its guidance of launching 50 new products in the US in 
FY21 and expects the new launch momentum to continue in FY22E. Its focus on the injectable business should further drive growth 
momentum in the next three years. Aurobindo is amongst top-4 in >60% of commercial injectable portfolio in terms of market share in the 
US. The company has a strong product portfolio in the Injectables space, which comprises almost 70 assets under development, 50 filed 
and under review and 80 approved products, thus pointing at a sturdy product pipeline. Aurobindo is targeting revenues of around US$ 
650 to $700mn over the next three years from injectables from around US$ 400mn (as of now). It had registered global injectable sales 
worth US$ 109mn in the third quarter while, in 9MFY21, sales for the segment stood at US$ 283mn. 
 
Vaccine and biosimilar business 
Aurobindo’s vaccines pipeline consists of bacterial and viral vaccines. The company is developing PCV vaccine through a JV with Tergene 
Biotech. It is developing viral vaccines in Hyderabad and through its wholly owned step-down subsidiary Auro Vaccines in the US. The 
Pneumococcal Conjugate Vaccine (PCV) has a global market size of US$ 6.2bn. The company has successfully completed phase I and phase 
II studies while phase III studies are expected to be initiated in Mar-2021. It has guided that it would file the product with regulatory 
authority in Q4FY22. 
 
Auro Vaccines is developing four viral vaccines, including one for COVID-19. It has entered into an exclusive license agreement with 
COVAXX, a US-based company, to develop, manufacture and commercialize UB-612, the first Multitope Peptide-based vaccine for COVID-
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19, in the Indian market as well as to the United Nations Children's Fund (UNICEF). The company is doubling its capacity from 220 million 
doses in multi-dose segment to 480 million doses by June 2021. In-house vaccine: SARS COV-2 vaccine candidate is based on the 
company’s proprietary, replication, competent, attenuated, recombinant vesicular stomatitis (VSV, VesiculoVax) vaccine delivery platform. 
Aurobindo has collaborated with Council of Scientific and Industrial Research (CSIR) to develop multiple vaccines for COVID-19. 

The expected commissioning of a 450mn dose vaccine capacity by end of June 2021 provides a new growth avenue for Aurobindo. The 
company is building a diverse and robust portfolio of specialty products in the biologics segment. The company is mainly focusing on four 
therapeutic areas - Oncology, Immunology, Ophthalmology and Respiratory. It is developing 13 biosimilars in two phases.  
 

Key risks 
 Delay in approval for key products from regulatory authority. 
 Any negative outcome of key manufacturing facility by the US FDA (Unit I, IX, XI, VII, AuroLife), which could affect the company’s 

growth prospects. 
 Slower improvement in the EU business. 
 Higher price erosion in the US. 
 Promoter holding of 22.8% is pledged (as on March 2021) despite constant deleveraging and a net debt free balance sheet.  
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Financials (Consolidated) 
Income Statement  

    
Balance Sheet 

    (Rs Cr) FY19 FY20 FY21E FY22E FY23E 
 

Year to March FY19 FY20 FY21E FY22E FY23E 

Total Revenues 19564 23099 25111 25998 27863 
 

Share Capital 58.6 58.6 58.6 58.6 58.6 

Growth (%) 18.6 18.1 8.7 3.5 7.2 
 

Reserves & Surplus 13832 16752 21873 25118 28713 

Operating Expenses 15612 18235 19651 20366 21688 
 

Shareholders' Equity 13891 16811 21932 25177 28772 

EBITDA 3952 4864 5460 5632 6175 
 

Long Term Loans 180 0 0 0 0 

Growth (%) 4.3 23.1 12.3 3.2 9.6 
 

Short Term Loans 6786 5562 4437 3125 1812 

EBITDA Margin (%) 20.2 21.1 21.7 21.7 22.2 
 

Total Loans 6966 5562 4437 3125 1812 

Depreciation 668 967 1069 1145 1261 
 

Deferred tax liabilities (net) 281 303 303 303 303 

EBIT 3284 3897 4392 4487 4914 
 

Total Equity & Liabilities 21140 22675 26671 28603 30885 

Other Income 116 192 271 261 272 
 

Application of Funds           

Exceptional Items -123 -26 2843 0 0 
 

Net Block 8475 9397 9828 10163 10382 

Interest expenses 263 305 75 76 49 
 

CWIP 1669 1986 1986 1986 1986 

PBT 3014 3758 7431 4672 5137 
 

Current Assets 15539 16626 21027 23425 26124 

Tax 727 914 2036 1168 1284 
 

Inventories 7246 7700 9288 9616 10536 

RPAT 2290 2831 5332 3456 3805 
 

Debtors 3414 4315 4816 4843 5344 

Growth (%) -5.5 23.6 88.4 -35.2 10.1 
 

Cash & Bank Balance 1957 2842 5133 7153 8405 

APAT 2376 2849 3342 3456 3805 
 

Loans & Advances 2922 1769 1790 1814 1839 

EPS 40.5 48.3 57 59 64.9 
 

Current Liabilities 5315 6251 7088 7889 8526 

       
Creditors 2677 2897 3440 3917 4199 

       
Provisions 2637 3355 3648 3971 4327 

       
Net Current Assets 10224 10375 13938 15536 17598 

       
Total Assets 21140 22675 26671 28603 30885 

Source: Company, HDFC sec Research 
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Cash Flow Statement Key Ratios 
(Rs Cr) FY19 FY20 FY21E FY22E FY23E 

 
  FY19 FY20 FY21E FY22E FY23E 

PBT 3091 3743 7431 4672 5137 
 

Gross Margin 55.5 57.9 59.9 60 60 

Depreciation and Amortisation          668 967 1069 1145 1261 
 

EBITDA Margin 20.2 21.1 21.7 21.7 22.2 

Other Non-Cash Items 146 124 12 28 1 
 

EBIT Margin 16.8 16.9 17.5 17.3 17.6 

Cash Flow before W/C Changes       3905 4834 8511 5845 6399 
 

APAT Margin 12.1 12.3 13.3 13.2 13.5 

Change in W/C -1485 251 -1273 422 -810 
 

RoE 18.6 18.6 17.3 14.5 14 

 Taxes Paid -770 -730 -2036 -1168 -1284 
 

RoCE 13.8 14.3 13.9 12.9 13.1 

Cash Flow from Operations 1651 4355 5202 5099 4305 
 

Solvency Ratio           

Net Capex -1537 -1412 -1500 -1480 -1480 
 

Net Debt/EBITDA (x) 1.3 0.6 -0.1 -0.7 -1.1 

Others -1366 -156 0 0 0 
 

Interest Coverage 13 13 59 59 99 

Investing Cash Flows -2903 -1568 -1500 -1500 -1500 
 

Net D/E 0.4 0.2 0 -0.2 -0.2 

Equity Capital issuance 0 0 0 0 0 
 

PER SHARE DATA           

Borrowings 2230 -1530 -1125 -1313 -1313 
 

EPS 40.5 48.3 57 59 64.9 

Interest paid -152 -127 -75 -76 -49 
 

CEPS 28.2 74.3 88.8 87 73.5 

Dividend Paid           -160 -188 -211 -211 -211 
 

BV 237 287 374 429 490 

Financing Cash Flow     1919 -1947 -1411 -1599 -1573 
 

Dividend 3 3 3 3 3 

Net change in cash & equivalents    667 841 2291 2020 1253 
 

Turnover Ratios (days)           

Free Cash Flow 296 1266 3633 5673 6925 
 

Debtor days 68 69 70 68 70 

       

Inventory days 130 122 135 135 138 

       

Creditors days 50 40 50 55 55 

       

VALUATION           

       

P/E 24.5 20.5 17.4 16.8 15.3 

       

P/BV 4 3.3 2.5 2.2 1.9 

       

EV/EBITDA 14.6 11.4 9.6 8.8 7.5 

       

EV / Revenues 2.9 2.4 2 1.8 1.6 
Source: Company, HDFC sec Research 
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One Year Price Chart 
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