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 Net Sales jump 133%: Sun Pharma’s 4QFY2008 numbers came well ahead 
of expectations. The company posted Net Sales of Rs1,239cr, registering a 
yoy growth of 133.2%. With this, the company ended FY2008 with Net Sales 
of Rs3,291cr, registering a yoy growth of 58%. The growth during the period 
was mainly driven by Exports, which surged 319% and 96% during 
4QFY2008 and FY2008 respectively, as compared to corresponding periods 
last year.  

 Aided by US generic sales, Operating Margins expand significantly:  
Contribution from the launch of FTF (First-To-File) products in the US markets 
led to substantial rise in the Gross Margins. During the quarter, these stood at 
86.1% (77.3%), while for FY2008, the Gross Margins were at 78.1% (72.3%). 
Higher Gross Margins during the period aided a significant rise in Operating 
Margins. During 4QFY2008, the OPMs leapfrogged to 59.8% (27.7%). With 
this, the company ended the year with Operating Margins of 47.1% (32.3%). 
The R&D expenditure rose 9.8% and 10.7% during 4QFY2008 and FY2008 
respectively. Staff costs and other expenditure increased by 18.9% and 
33.5% respectively for FY2008.  

 Net Profit up 226%: Robust Sales growth along with expansion of Operating 
Margins aided the Net Profit to surge 225.6% during the quarter and 89.6% 
yoy for FY2008. Thus, the company reported a Net Profit of Rs723cr and 
Rs1,487cr for 4QFY2008 and FY2008 respectively.  

 

Key Financial (Consolidated) 

Y/E March (Rs cr) FY2007 FY2008 FY2009E FY2010E 

Net Sales      2,079.2      3,290.8       3,773.1      4,229.6 

% chg 30.3 58.3 14.7 12.1 

Net Profit         784.2      1,486.8       1,401.7      1,403.7 

% chg  37.1 89.6 (5.7) 0.1 

EPS            40.5            71.8             68.6            68.7 

EBITDA Margin (%) 32.4 34.4 38.5 34.5 

P/E (x)            35.7            32.6             21.1            21.1 

RoE (%)            32.3            29.7             19.7            19.6 

RoCE (%)            38.5            26.5             28.8            23.5 

P/BV (x)            24.6            24.3             28.8            23.7 

EV/Sales (x)            10.1              6.6               5.2              4.4 

EV/EBITDA (x)            13.3            10.2               7.3              6.3 
Source: Company, Angel Research 
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Business Performance  
 
Exports register exponential growth on back of US generics  
Exports registered a growth of 319% and 95.7% during the period, contributing almost 70% 
and 54.8% to the overall sales of the company in 4QFY2008 and FY2008 respectively. The 
growth during the period was driven by the US sales, which registered a yoy growth of 
433% and 167% in 4QFY2008 and FY2008 respectively. The growth in the region was 
driven by the FTF product launches by the company, i.e. Pantaprazole, Amifostine and 
Oxcarbazapine. These products contributed significantly to the overall growth and 
profitability of the company during 4QFY2008 and FY2008. Going forward in FY2009, 
Pantaprazole and Amifostine, which were launched in 4QFY2008, would propel the growth 
in 1QFY2009. Apart from this, the company has received a ‘will not sue’ covenant on 
Generic Effexor XR and expects to launch the product after USFDA approval. Overall, the 
company has guided towards a 25% yoy rise in the US business for FY2009. 
 
In terms of filings between Sun Pharma and its US subsidiary Caraco Pharma, it has 53 
ANDAs approved compared to 29 at the end of FY2007. For FY2007, ANDA’s for 48 
products were filed, of which 41 were filed by Sun Pharma and 7 by Caraco. With this, 
ANDAs for 89 products await USFDA approval, including 8 tentative approvals; one of the 
strongest pipelines amongst all generic companies. Going forward, the company is 
expected to file 30 ANDA’s per annum.  
  
Taro – terminates the merger  
Taro, in which Sun had acquired a 34.4% stake, terminated the merger plan. Amongst the 
reasons cited by the former was that US$ 10.25 per share offered was too low in view of 
the turnaround of its business and pipeline. While Sun Pharma has not commented on the 
same, it believes that according to the agreement, Taro is not entitled to terminate the 
merger and plans to explore all options available. While the termination will not have any 
impact on Sun’s financials, it would be a negative from the strategic front, as the 
acquisition would have helped scale – up Sun’s presence in the US market and would 
have provided it a presence in the niche Dermatology segment. 
 
Domestic Formulations – maintain the momentum   
Domestic formulation business continued its momentum during FY2008, outpacing the 
overall Industry growth. Sales of domestic formulations at Rs 1,476cr, registered a yoy 
growth of 25%, contributing 43% of Total Sales. For 4QFY2008, domestic formulations 
sales increased by 16% yoy. 
 
Outlook & Valuations   
FY2008 was a robust year for Sun Pharmaceuticals on back of the launch of the FTF 
products. Going into FY2009, the company would see potential upsides from Pantaprazole 
and Amifostine. Sun has guided for a 25% rise in the US business, while the ex-USA 
region is expected to deliver 18-20% growth. Currently, we are not changing our estimates. 
On the valuations front, at the CMP, the stock trades at 21.1x FY2009E and 
21.1xFY2010E Earnings, which we believe is fair and hence we remain Neutral on the 
stock. 

 

 

 

 

 

 

 

 



 

June 02, 2008 3

 
 Pharmaceutical

Sun Pharmaceuticals

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Angel Broking Limited
Research Team    Tel: 4040 3800                        E-mail: research@angeltrade.com                     Website: www.angeltrade.com 

 

DISCLAIMER: This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person. Persons into whose 
possession this document may come are required to observe these restrictions.   
Opinion expressed is our current opinion as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information discussed in this material, there may be 
regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to 
change without notice. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein. 
The information in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true and are for general guidance only. While every 
effort is made to ensure the accuracy and completeness of information contained, the company takes no guarantee and assumes no liability for any errors or omissions of the information. No one can use 
the information as the basis for any claim, demand or cause of action. 
Recipients of this material should rely on their own investigations and take their own professional advice. Each recipient of this document should make such investigations as it deems necessary to arrive 
at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult their own advisors to determine the 
merits and risks of such an investment. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance. Certain transactions - 
futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all investors. Reports based on technical analysis centers on studying 
charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals. 
We do not undertake to advise you as to any change of our views expressed in this document. While we would endeavor to update the information herein on a reasonable basis, Angel Broking, its 
subsidiaries and associated companies, their directors and employees are under no obligation to update or keep the  information current. Also there may be regulatory, compliance, or other reasons that 
may prevent Angel Broking and affiliates from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without 
notice. 
Angel Broking Limited and affiliates, including the analyst who has issued this report, may, on the date of this report, and from time to time, have long or short positions in, and buy or sell the securities of 
the companies mentioned herein or engage in any other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential conflict of interest with respect 
to company/ies mentioned herein or inconsistent with any recommendation and related information and opinions. 
Angel Broking Limited and affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other advisory services in a merger or specific transaction to the companies 
referred to in this report, as on the date of this report or in the past. 
Sebi Registration No : INB 010996539 

 

 

TM 

Exhibit 1: 4QFY2008 Performance (Consolidated)  
Y/E March (Rs cr) 4QFY2008 4QFY2007 % chg FY2008 FY2007 % chg

Net Sales  1,238.9 531.4 133.2 3,290.8 2083.0 58.0
Other Income 55.6 111.4 145.1 242.5 

Total Income 1,294.5 642.7 101.4 3,435.9 2325.4 47.8

PBIDT 740.7 147.3 403.0 1551.0 672.4 130.7
Operating Margin (%) 59.8 27.7 47.1 32.3 
Interest 0.0 0.0 0.0 0.0 

Depreciation  26.8 20.1 96.9 81.3 

PBT 769.5 238.5 222.6 1599.3 833.6 91.9
Provision for Taxation  27.0 (1.8) 48.5 (6.7) 
PAT before Extra-ordinary item 742.5 240.3 209.0 1550.8 840.2 84.6
Minority Interest(MI) 19.7 18.3 64.0 55.9 

PAT after Extra-ordinary item & MI 722.8 222.0 225.6 1,486.8 784.4 89.6

EPS (Rs) 35.4 11.1   71.8 40.5   
Source: Company, Angel Research 
 
 


