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CMP: X 1400
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June 4, 2025

Conservative FY26 guidance but better prospects
thereafter...

About the stock:

which m

Ipca Laboratories is an integrated pharmaceutical company
anufactures and market over 350 formulations and 80 APIs across various

therapeutic segments. The Company has 18 manufacturing units in India producing
API's and formulations.

Top 3 therapeutic segments which include pain management,
cardiovascular and anti-infectives, together account for ~60% of domestic
revenues (IQVIA MAT April 25)

Revenue break-up FY25 — Formulations: 60% (domestic: 39%, export: 21%
- export generic: 10%, export institutional: 4%, export branded: 7%), APlIs:
15% (export API: 10%, domestic API: 4%), subsidiaries: 25%

Investment Rationale:

Q4FY25- Domestic and exports formulations drive sales; margins
improved- Revenues grew ~11% YoY to X 2247 crore driven by domestic
and exports formulations, both of which grew 11%YoY besides Unichem
integration (ex-Unichem growth 8%). Domestic formulations grew 11%
YoY to X 764 crore, driven by strong traction in pain management. Total
APIs grew ~2% to X 341 crore. Under exports formulations - Branded
exports grew ~3% to X 166 crore, Institutional exports grew 36% to X 111
crore along with generic exports which grew 7% to X 246 crore. EBITDA
grew ~33% YoY to X 429 crore while EBITDA margins improved 325 bps
to 19.1% driven by 221 bps GPM improvement (68.5%). PAT grew only 3%
YoY to X 61 crore due to exceptional items.

Unichem integration synergies to be effective soon; - Formulations sales
(both domestic and exports continued to drive numbers. However, the key
monitorable for Ipca would be Unichem integration, which, as per
management is yet to be incorporated (Q4 Unichem EBITDA of X 265 crore
without any Ipca integration benefit). We expect full impact of synergy
especially on the US front to trickle down on numbers. The synergy can be
in the form of common API sourcing or using Ipca’s own API source or
using Unichem’s front-end to sell combined portfolios in the US. There wiill
be product rationalisation as well. Although the EBITDA margins continue
to languish below 20% level, we expect synergy benefits and continuing
momentum from the legacy domestic formulations and export
formulations to lead margin expansion. With Ipca’s own USFDA focused
plants out of USFDA embargo, we expect better capacity utilisation and
hence better operating leverage.

Rating and Target price

We roll forward our estimates and now value IPCA at 17x FY27 EBITDA of
X2435.8 crore and thus arrive at a target price of X 1710 per share.

Key Financial Summary

Key Financials 3year CAGR
® crore) FY22 FY23 FY24 FY25 (FY22-25)
Revenues 5829.8 62435 7707.4 8939.6 15.3
EBITDA 1309.2 925.9 1282.1 1726.2 9.7
EBITDA Margins (%) 225 14.8 16.6 19.3
Net Profit 884.1 470.5 547.4 730.8 -6.1
EPS () 34.8 185 216 28.8
PE (x) 40.2 75.6 65.0 487
EV to EBITDA (x) 27.0 383 283 20.9
RoNW (%) 16.1 8.1 9.3 12.6
RoCE (%) 17.4 10.3 11.0 14.0
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Particulars

Amount
X 35560 crore

Particular
Market Capitalisation

Debt (FY25) X 1363 crore
Cash (FY25) X 167 crore
EV X 36756 crore
52 week H/L R) 1756/1052
Equity capital X 25 crore
Face value X 1 crore

Shareholding pattern

(in %) Jun-24 Sep-24 Dec-24 Mar-25
Promote 46.3 46.3 44.7 44.7
Flls 10.9 10.8 11.1 10.8
Dlls 33.5 33.9 35.4 35.7
Others 9.4 9.0 8.9 8.8
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Key risks

(i) Slower ramp up in new launches
especially in the US.

(ii) Regulatory issues which keep on
emerging.
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2 year CAGR

FY26E FY27E (FY24-26E)

9854.5 10919.5 10.5

1951.9 2435.8 18.8
19.8 223

1039.3 1373.5 37.1
40.9 54.1
34.2 25.9
17.8 13.8
13.3 15.3
14.6 16.8

Source: Company, ICICI Direct Research
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Exhibit 1: Quarterly Summary

2 Crore Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 QI1FY24 Q2FY24 Q3FY24 Q4FY24 QIFY25 Q2FY25 Q3FY25 Q4FY25 YoY (%) QoQ (%)
Net Sales 12891 15857 16001 15460 15116 15876 20340 20529 2033.0 20926 23549 22454 322467 105 0.1
Raw Material Expenses 4262 5787 5748 5Gl8 5212 B153 G776 6970 6859 6435 7586 6GB2  VOB3 3.3 6.0
% of Revenue 331 365 ELR:) 36.3 3921 325 333 340 337 30.8 322 29.8 315 -221bps 177bps
Gross Profit 8629 10070 10253 9842 9205 10723 13564 13559 13471 14491 15963 1577.2 15384 142 -25
GPM (%) 66.9 63.5 641 63.7 60.9 67.5 BB.7 66.0 B66.3 62.2 67.8 70.2 685 221bps -177bps
Employee Expenses 2977 3227 3192 3184 3273 3575 4259 4590 4660 4879 5098 4854 5008 75 32
% of Revenue 231 204 139 20.6 217 225 20.8 224 229 233 217 216 223 -B3bps 67bps
Other expense 3458 4151 4464 4499 4121 4071 6092 5655 5592 GEBE 6450 6286 GOBY 88 -3.2
% of Revenue 26.8 6.2 2749 281 27.3 256 30.0 75 275 27.2 27.4 28.0 271  -4lbps -20bps
Total Expenditure 1069.8 13165 13403 13301 13306 12800 17127 17215 17111 16999 19134 17823 18178 6.2 20
% of Revenue 83.0 83.0 838 86.0 88.0 80.6 842 839 842 812 813 794 809 -325bps 154bps
EBIDTA 2193 2692 2598 2159 1810 3076 3213 3313 3219 3927 4415 4631 4289 332 74
EBIDTA Margin (%) 17.0 170 16.2 14.0 120 124 158 16.1 158 188 187 20.6 191 325bps -154bps
Depreciation 60.9 617 63.7 66.6 63.5 639.3 90.3 935 981 989 1004 985 1001 20 17
Interest 34 6.9 9.3 108 185 314 441 334 254 241 226 16.8 215 -26.8 28.0
Other Income 145 221 362 30.9 36.4 449 386 225 189 20,6 26.3 201 258 365 285
PET 1695 2227 2230 1693 1224 2518 2254 2209 2133 2904 3448 3679 3330 56.1 -9.5
Tax 288 743 770 53.7 484 856 87.9 66.2 73.7 914 924 20.6 62.2 -156  -313
Tax Rate (%) 17.0 333 345 317 374 340 3%.0 30.0 345 315 288 246 18.7 -1586bps -594bps
PAT 130.2 1431 1431 1078 765 1628 1451  1BO.D 596 1922 2295 2481 E1.0 23 -754
PAT Margin (%) 10.1 9.0 89 7.0 51 10.3 71 88 29 92 87 111 27 -22bps -834bps
EPS (=) 51 56 5.6 43 30 6.4 5.7 71 23 76 8.0 9.8 24 23 -754

Source: Company, ICICI Direct Research

Q4FY25 Results / Conference call highlights

Domestic Business

e As per IQVIA, In chronic segment Ipca witnessed growth 17.9% vs IPM
growth of 9.8% whereas for acute Ipca witnessed growth of 10.9% vs IPM
growth of 6.9%.

e Domestic business is expected to grow by 10-12% during FY26.

Exports Business

¢ On a standalone basis Ipca has shipped goods worth X65 crore to US
majorly in Q3 and Q4 of this year.

e |IPCA has currently shipped only 4 products to US and has plans to ship 7
more products in coming year (overall contribution of X100 crore is

expected).
e APl business is expected to see growth 6-7% driven by both volume and
price.
e  Generic business including Institutional business is expected to grow at 8-
10%.
Unichem

¢ Management has guided for 8-10% growth with margin improvement of
100 bps.

e Bayshore contributes around X150 crore in topline which Unichem
acquired from Ipca in October 24.

¢ Management expects Unichem margins to 18-20% in the medium term as
synergies starts kicking in.

Other Aspects

¢ Management has guided for 8-10% growth for FY26 and improve margins
by 100 bps to ~20% on consolidated basis.

e Ipca has capacity to develop ~20 products during a year and in current
year company plans to file 6-7 product.

¢ New greenfield plant for monoclonal antibody in Pithampur MP will start
trial production in the current financial year (capex of X250 crore).

¢ Intermediate APl manufacturing facility is coming at Wardha near Nagpur
(capex of X250 crore).

¢ New formulation facility for domestic market is coming up at Dewas
(capex of X200 crore).

ICICI Securities | Retail Research 2
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Injectable and oral liquids greenfield manufacturing facility is being set up
by Pisgah in North Carolina which is also expected to start trial production
in the current financial year (capex of US$ 20 million).

Ipca usually adds 400-500 MR’s every year.

Management has guided for capex of X400 crore for FY26.

R&D guidance for FY26 is ~3.5-4.0% of IPCA standalone revenue.

Exhibit 2: 2 Year Forward EV/EBITDA Band
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Financial Tables

(Year-end March) FY24 FY25 FY26E FY27E (Year-end March) FY24 FY25 FY26E FY27E
Revenues 7,707.4 8,939.6 9,854.5 10,919.5 Profit after Tax 546.4 769.9 1,039.3 1,3735
Growth (%) 23.4 16.0 10.2 10.8 Add: Depreciation 357.2 397.8 422.1 4464
Raw Material Expenses 2,575.8 2,778.6 3,252.0 35488 (Inc)/decin Current Assets -1855 -192.8 -670.2 -541.9
Employee Expenses 17084 19840 21870 24234 |nc/(dec)in CL and Provision: ~ 93.9 16.4 1982 1482
Other Expense 2,141.1 2,4509 2,463.6 25115 Others 132.6 330.0 84.9 84.9
Total Operating Expenditu  6,425.3 7,213.5 7,902.6 8483.7  CF from operating activities 944.6 1,321.3 1,074.4 1,511.2
EBITDA 1,282.1 1,726.2 1,951.9 24358  (|nc)/decin Fixed Assets -402.7 -770.2 -400.0 -400.0
Growth (%) 385 346 131 24.8  (Inc)/dec in Investments 39.7 -27.2 0.0 0.0
Interest 1383 849 849 849  Others 9288  -72.1 1236 1365
Depreciation 35672 3978 4221 4464  CF from investing activities -1,291.8 -869.5 -276.4 -263.5
Other Income 1248 928 1023 1133 |sgue/(Buy back) of Equity 0.0 0.0 0.0 0.0
PBT after EO/Forex 842.7 1,131.1 1547.1 2,017.8 Inc/(dec) in loan funds 3701 -111.3 0.0 0.0
Total Tax 3135 3436 4487 5852 pidend paid & dividendtax ~ -50.7 -1015 -1559 -206.0
MI & Profit from associates -30.7 53.8 51.3 51.3 Other 2383 411 849 849
PAT 547.4 7308 10393 1,3735  (pfom financing activities  -552.6 -283.0 -240.8 -291.0
Growh (%) 164 335 422 322 NetcCash flow 14465 -8049 557.1 9567
Adjusted PAT 590.6 873.6 1,039.3 1,3735 Opening Cash 16555 7558 924.6 14816
EPS 216 288 409 541 g cCash 209.0 -49.2 14816 24384
EPS (Adjusted) 233 344 409 541 e CashFlow 5420 5510 674.4 1,111.2
Source: Company, ICICI Direct Research

FCF Yield % 2% 2% 2% 3%

Source: Company, ICICI Direct Research
(Year-end March) FY24 FY25 FY26E FY27E (Year-end March) FY24 FY25 FY26E FY27E
Equity Capital 25.4 25.4 25.4 254  Per share data (R)
Reserve and Surplus 6,306.8 6,923.1 7,806.5 89740  Adjusted EPS 233 34.4 40.9 54.1
Total Shareholders funds  6,332.2 6,9485 7,831.9 8,999.4 BV pershare 2493 273.6 3083 3543
Total Debt 1,438.4 1,362.7 1,362.7 1,362.7 Dividend per share 5.4 6.1 6.1 8.1
Deferred Tax Liability 310.5 295.0 315.6 337.7 Operating Ratios (%)
Minority Interest 13948 1439.8 15838 17422  Gross Profit Margins 67 69 67 68
LTP & Other LTL 87.8 97.0 103.7 111.0  EBITDA Margins 17 19 20 22
Total Liabilities 9,563.7 10,142.9 11,197.8 12,553.0  PAT Margins 8 10 11 13
Gross Block - Fixed Assets 6,437.9 6,548.9 6,9489 7,348.9 Inventory days 350 336 336 336
Accumulated Depreciatior  1,975.1 2,372.9 27950 3,241.4  peptor days 30 77 77 77
Net Block 44628 41760 41539 41074  Creditordays 110 111 111 111
Capital WIP 342.9 621.8 621.8 621.8 Asset Turnover 1.2 1.4 1.4 15
Total Fixed Assets 4,805.7 4,797.7 4,775.6 4,729.2 EBITDA conversion Rate 73.7 76.5 55.0 62.0
Goodwill on Consolidation 90.6 90.6 90.6 90.6 Return Ratios (%)
Investments 862.2 980.0 980.0 980.0 RoE 93 12.6 13.3 15.3
LT L&A,Non Current Asset 362.4 688.6 736.5 787.7 RoCE 1.0 14.0 14.6 16.8
Inventory 2,469.6 2,560.4 2,996.7 3,270.2 RolC 1.6 17.0 185 231
Debtors 1,686.5 1,873.8 2,065.6 2,288.8 . .

Valuation Ratios (x)
Loans and Advances 9.4 42.8 458 49.0 P/E 65.0 487 342 25.9
Other Current Assets 606.1 559.5 598.6 640.5 EV/EBITDA 283 20.9 178 138
Cash 2089 167.2 1,481.6 12,4384 EV/ Net Sales 47 4.0 35 31
Total Current Assets 4,980.5 5,203.7 7,188.3 8,686.9 Market Cap / Sales 46 40 36 33
Creditors 776.1 846.2  990.3 1,080.7 .
Provisions 2446 2692 2880 3082 | ncetoBookValue 56 51 45 40
Other current libilities 5170 5023 5374 5751 olvency Ratios
Total Current Liabilities 1,537.6 1,617.6 18158 1,964.0 Debt/EBITDA L1 0.8 0.7 0.6
Net Current Assets 34429 35860 46151 59655 DePt/Equity 0.2 02 02 02
Application of Funds 9,563.7 10,142.9 11,197.8 12,553.0 _currentRatio 3.1 3.1 3.1 32
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
0ICICI direct.com| No
Invcllntﬂll'o'n.:nn Fingertips BROKER
| ICICI Securities Ltd. |@l 755 asmins
3 3 Analyst Award 2012 .
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Siddhant Khandekar, Inter CA; Shubh Mehta, MBA(Tech); Vedant Nilekar, MBA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views
expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly
related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies
mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number
—INHO000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai
- 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries
engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are
available on www.icicibank.com.

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. None of the research

recommendations promise or guarantee any assured, minimum or risk-free return to the investors.
Name of the Compliance officer (Research Analyst): Mr. Atul Agarwal

Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com

For any queries or grievances: Mr. Bhavesh Soni Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to
analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate
that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy
is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own
investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily
a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other
assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies
mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of
one percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities Limited has not used any Atrtificial Intelligence tools for preparation of this Research Report
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