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COVID pandemic impacts performance

Pfizer reported revenue of Rs5,5020mn in 4QFY20, 14% below ours and consensus estimate. On YoY
basis, revenue was down 6.3%. The sales have been impacted by divesture of rights and interests in
certain brands & COVID-19. Adjusting for the above, the growth for the quarter and year ended March
31, 2020 would have been 3.5% and 5.8% respectively. Gains from divested brands include Rs310mn
and is booked as part of other income. As we understand, post lockdown was imposed inventory
levels at most wholesalers had significantly dipped which indicate primary sales lagged secondary
sales during the quarter. While Q1FY21 should partially make up for this loss, but the same should be
more than offset by lower demand seen in Q1. AIOCD AWACS report suggests sharp decline in Q1
FY21 sales so far. Since Pfizer does not have a chronic portfolio, the impact is likely to be steeper. We
also estimate demand for vaccination has also been impacted on account of lockdown which should
impact Pfizer largest portfolio product — Prevnar. During the year (FY21), Pfizer would also see the
impact of loss in sales from 5 brands (Lyrica, Amlogard, Daxid, Viagra, Fumycin and Dilantin), which
are part of the divestment that Pfizer India will make as part of the proposed merger of Mylan and
Upjohn. These brands are currently part of reported revenue as the transaction is not yet closed.
These brands together comprise 5% of Pfizer revenue.

EBITDA for the quarter stood at Rs1,087mn, below our/consensus estimates by 35.6%/42.9%,
respectively. EBITDA declined by 28% YoY and 18.5% QoQ. 4QFY20 margin was down QoQ due to
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higher-than-expected raw material costs, employee costs and other expenses. +9122 6273 8093

Net profit for the quarter stood at Rs1,030mn, which was below our/consensus estimates by

33.9%/29.9%, respectively. The effective tax rate stood at 20.5%. On a sustainable basis, the effective Key Data

tax rate will stand at 25%. Net profit declined by 25.9% QoQ and increased by 5.9% YoY. Net profit

margin at 20.5% was down by 532bps QoQ. Current Shares O/S (mn) as.7
We revise our estimates and value the company at 27x FY22E EPS to arrive at a Target Price of Kt Cap (Rsbn/USSbn) 183.7/2.4
Rs3,512 (Rs4,287 from earlier) with sell rating (accumulate earlier). 52 Wk H/L (Rs) 4,999/2,612
Outlook and valuation: We expect Pfizer's revenue to grow at 10% outperforming the IPM. We expect  Daily Vol. (3M NSE Avg.) 83,627
EBITDA to grow faster, while PAT should grow slower largely because of lower other income due to onetime

dividend of Rs320 resulting in lower cash on balance sheet. The key revenue drivers will be its flagship brands .

such as Becosules, Corex and Prevnar. Among the recent new launches, we believe Eliquis and Xeljanz have ~Price Performance (%)

the potential to scale up and become power brands over time. However, recently we have seen generic i 6M 1Yr
competition coming up for Eliquis, which can potentially affect the peak potential opportunity for Pfizer. Natco

Pharma has launched a copy of Eliquis at 66% discount. The revenue trajectory can accelerate if Pfizer is  Pfizer (77 (1.9 347
able to source new launches from its parent portfolio.Faster-than-expected expansion of the universal gty |ndex 81 (18.8)  (15.3)
immunisation programme against pneumonia is the key risk to Pfizer because the same can have implication

on its largest portfolio drug — Prevnar. Source: Bloomberg

Y/E March (Rsmn) 4QFY19 3QFY20 4QFY20 YoY (%) QoQ (%) FY19 FY20 YoY (%)
Revenues from operations 5,357 5,382 5,020 (6.3 (6.7) 20,815 21,517 34
Raw material costs 1,838 2,008 1,912 4.0 (4.8 7,479 7,924 5.9
% of revenues 34.3 37.3 38.1 377 bps 77 bps 35.9 36.8 90 bps
Staff costs 815 900 1,007 23.6 11.9 3,238 3,645 12.6
% of revenues 15.2 16.7 20.0 484 bps 333 bps 15.6 16.9 138 bps
Other expenses 1,194 1,140 1,015 (15.0) (10.9) 4,446 4,222 (5.0)
% of revenues 22.3 21.2 20.2 (208) bps (96) bps 214 19.6 (174) bps
EBITDA 1,510 1,334 1,087 (28.0) (18.5) 5,652 5,726 1.3
EBITDA margin (%) 28.2 24.8 21.7 (653) bps (314) bps 27.2 26.6 (54) bps
Other income 355 582 452 27.6 (22.3) 1,674 1,840 9.9
Interest costs 6 25 36 0.0 47.2 13 109 741.1
Depreciation 176 247 284 61.3 15.0 714 1,032 44.6
PBT 1,682 1,645 1,219 (27.5) (25.9) 6,599 6,425 (2.6)
Tax 588 254 189 (67.8) (25.7) 2,309 1,334 (42.2)
Tax rate (%) 34.9 15.5 15.5 (1943) bps 3 bps 35.0 20.8 (1423) bps
PAT 1,095 1,391 1,030 (5.9) (25.9) 4,291 5,091 18.7
PAT margin (%) 204 258 20.5 8 bps (532) bps 20.6 237 305 bps

Source: Company, Nirmal Bang Institutional Equities Research

Please refer to the disclaimer towards the end of the document.
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Exhibit 1: Actual performance versus our estimates, Bloomberg consensus estimates

(Rsmn) Actual  NBIE estimate Var.(%) Consensus estimate Var.(%)
Revenues 5,020 5,839 (14.0) 5,834 (14.0)
EBITDA 1,087 1,687 (35.6) 1,904 (42.9)
EBITDA margin (%) 21.7 28.9 (724) bps 32.6 (1095) bps
PAT 1,030 1,558 (33.9) 1,470 (29.9)
PAT margin (%) 20.5 26.7 (617) bps 25.2 (468) bps

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 2: Key financials

Y/E March (Rsmn) FY18 FY19 FY20 FY21E FY22E
Net sales 19,802 20,815 21,517 23,668 26,035
EBITDA 5,003 5,652 5,726 6,848 7,903
Net profit 3,601 4,290 5,001 4,922 5,950
EPS (Rs) 78.7 938 1113 107.6 130.1
EPS growth (%) 6.9 19.2 18.7 (3.3) 20.9
EBITDA margin (%) 25.3 27.2 26.6 28.9 304
PIE (x) 50.8 426 359 37.2 30.7
PIBV (x) 6.8 6.1 54 77 6.2
EV/EBITDA (x) 330 290 28.1 28 208
RoCE (%) 17.0 17.3 14.6 20.2 26.0
RoE (%) 14.1 15.1 15.9 17.1 224

Source: Company, Nirmal Bang Institutional Equities Research

Exhibit 3: Revised Estimates

New estimates Old estimates Change (%)
Remn FY21E FY22E FY21E FY22E FY21E FY22E
Net sales 23,668 26,035 25,466 28,013 (7.1) (7.1)
EBITDA 6,848 7,903 8,167 9,328 (16.1) (15.3)
Margin (%) 28.9 30.4 32.1 33.3 (314) bps (294) bps
PAT 4,922 5,950 6,409 7,264 (23.2) (18.1)
Margin 20.8 22.9 25.2 25.9 (437) bps (307) bps
EPS 107.6 130.1 140.1 158.8 (23.2) (18.1)

Source: Nirmal Bang Institutional Equities Research
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Exhibit 4: Revenue and growth trend Exhibit 5: Gross profit and growth trend

(Rsmn) 5671 (%) (Rsmn) (%)
6,000 - 5,711 5444 % 2 - 40 4,000 + - 20
5,2005,123 5197 5138 557 2382 ¢ 20 " aso0 | 144 3258 3279 3,370 3519 3534 3576 5 57, s100h 15
5,000 4 326 " |2,898 2,932 3 :
20 3,000 - 10
4,000 2500
10 ' -5
3,000 . 2,000 .
1,500 I
2,000 !
(10) 1,000 - 6)
1,000 (20) 500 -0
0 (30) 0 . - (15)
(- O < O (=2 (=23 (=23 [=2] o o o o (o=}
- — - - - - - - N I N N Nt
> > > > > > > > > > > > >
[T [T [T [T [T [T [T [T [T [T [T [T [T
g (] (e} (] a (e (] o g (e} (e} (] [«
~ o Oel < ~ o~ el < ~ o~ Bel <
[ Revenue —— Growth . Gross Profit —— Growth
Source: Company, Nirmal Bang Institutional Equities Research Source: Company, Nirmal Bang Institutional Equities Research
Exhibit 6: EBITDA and growth trend Exhibit 7: EBIT and growth trend
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Exhibit 8: PAT and growth trend Exhibit 9: Margin trend
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Financial statements

Exhibit 10: Income statement

Exhibit 11: Cash flow

Y/E March (Rsmn) FY18  FY19  FY20 FY21E FY22E  Y/E March(Rsmn) FY18  FY19  FY20 FY21E  FY22E
Net sales 19,802 20,815 21,517 23,668 26,035 ppT 5479 6,599 6425 6,578 7,952
% growth (3.0 51 34 100 100 ydec. in working capital 708 2202 229 404  -691
Raw material costs 7397 TAT9 7924 8521 9373 6ok flow from operations 6187 4397 619 6174 7,261
Staff costs 3143 328 3645 39T A2 ome 4169 1661 4732 741 1061
Other expenses 4,259 4,446 4,222 4,363 4,508 ’ ’ ' '
Total expenditure 14799 15163 15791 16820 18,132 Depreciation 663 714 1032 1012 1012
EBITDA 5003 5652 5726 6848 7,903 Taxpaid () 1878 2309  -1334 1656  -2,001
% growth 43.3 13.0 1.3 19.6 15.4  Net cash from operations 3,803 1,018 4141 4,789 5,211
EBITDA margin (%) 253 27.2 26.6 289 30.4  Capital expenditure (-) -1,015 76 -1,921 77 -858
Other income 1143 1674 1,840 838 1,158  Net cash after capex 2,787 942 2,220 5506 4,353
Interest costs 42 129 1085 969 969 e jnvestment activities 680 1535 1,390 838 1,158
Gross profi 1240513336 13593 15,148 - 1BB62 5t from fnancial activies 980 1052 655 15194 554
% growth (0.4) 75 19 114 100 ,
Depreciation 663 714 1,032 1012 1012 Change in cash balance 2,487 1,425 3,056  -8,849 4,956
Profit before tax 5,479 6,509 6,425 6,578 7,952 Opening cash balance 15231 17,719 19,143 22199 13,350
% growth 6.0 20.4 (2.6) 24 20.9 Closing cash balance 17,718 19,144 22199 13,350 18,306
Tax 1878 2309 1,334 1656 2001  Source: Company, Nirmal Bang Institutional Equities Research
Effective tax rate (%) 34 35 21 25 25
Net profit 3601 4291 5001 4922 5950
% growth 69 192 187  (33) 209 . .
Adjusted EPS (Rs) 7 938 113 o6 134 CXhibit 13: Key ratios
% growth 69 192 187  (33) 209 YIEMarch FY18  FY19  FY20 FY21E FY22E
Source: Company, Nirmal Bang Institutional Equities Research Profitability & return ratios

EBITDA margin (%) 253 272 266 289 304
Exhibit 12: Balance sheet EBIT margin (%) 219 237 218 247 265
YJE March (Rsmn) FY18  FY19  FY20 FY2E Fyaee etprofitmargin () 182206 237 208 29
Eatly s o s 4 POEM® 144 151 159 174 224
Reserves 26375 20656 33497 23323 28816 oct (%) o 173 146 202 260
Net worth 26832 30113 33955 23780 29273 \orkingcapital & Liquidity ratios
Total loans 25 25 25 25 25 Receivables (days) 254 286 29.2 215 272
Deferred tax liabilities 146 2 0 0 0 Inventory (days) 152.7 166.8 188.2 1914 189.3
Other non-current liabilities 378 M7 1366 1366 1366 | oyables(days) 2204 2213 AT 1827 1651
Total liabilities 27381 30508 35345 25471 30664 | orking capital days 423 8 8733 815
Fixed assets including CWIP 825 714 2153 424 2gg  Currentratio (x) 26 28 32 30 28
Goodwill & intangible Assets 8351 7824 7274 7214 7214 Quickrato() 22 24 28 25 22
Long-term loans & advances 433 318 319 319  31g Valationratios
Other non-current assets 3123 3377 3826 3826 3826 EVioales(x) 83 79 5 72 63
Inventories 2071 3867 4306 4630 5003 CV/EBITDAK) RO 200 261 A48 208
Debtors 1548 1717 1720 1850 2035 FPEWX 08 426 »HI  F2 0T
Cash and cash equivalents 507 738 17638 12638 12638 BV 68 6.1 54 762
Bank balance 17211 18,405 4,561 712 5668 Source: Company, Nirmal Bang Institutional Equities Research
Other current assets 1,793 2,303 1,906 1,906 1,906
Total current assets 24030 27,030 30,131 21,736 27,340
Creditors 4956 4359 4268 4260 4218
Other current liabilities/provisions 4,563 4,533 4,441 4,499 4,499
Total current liabilities 9,519 8,892 8,709 8,759 8,717
Net current assets 14,511 18,138 21422 12977 18,624
Asset held for sale 137 137 352 352 352
Total assets 27380 30508 35345 25171 30,664

Source: Company, Nirmal Bang Institutional Equities Research
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Rating track

Date Rating Market price Target price (Rs)

14 December 2018 Accumulate 2,772 2,737

25 January 2019 Accumulate 2,681 2,963

5 April 2019 Accumulate 3,251 2,963

29 May 2019 Sell 3,281 3,181

13 August 2019 Accumulate 2,920 3,181

23 September 2019 Buy 3,288 3,886

29 October 2019 Accumulate 3,495 3,886

17 February 2020 Sell 4,193 3,886

27 March 2020 Accumulate 3,892 4,287

23 April 2020 Accumulate 4,178 4,287

22 June 2020 Sell 4,082 3,512
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DISCLOSURES

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation. NBEPL is a
registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no. INHO00001436. NBEPL is also
a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in cash and derivatives segments.

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times, have
different or contrary views on stocks and markets.

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in
securities Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company. NBEPL or
its associates or Analyst do not have any conflict or material conflict of interest at the time of publication of the research report with the
subject company. NBEPL or its associates or Analyst or his relatives do not hold beneficial ownership of 1% or more in the
subjectcompany at the end of the month immediately preceding the date of publication of this research report.

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of the
company covered by Analyst during the past twelve months. NBEPL or its associates have not received any compensation or other
benefits from the company covered by Analyst or third party in connection with the research report. Analyst has not served as an
officer, director or employee of Subject Company and NBEPL / analyst has not been engaged in market making activity of the subject
company.

Analyst Certification: |, Mr. Vishal Manchanda, research analyst and Gaurang Sakare, research associate and the author of this
report, hereby certify that the views expressed in this research report accurately reflects my personal views about the subject securities,
issuers, products, sectors or industries. It is also certified that no part of the compensation of the analyst was, is, or will be directly or
indirectly related to the inclusion of specific recommendations or views in this research. The analyst is principally responsible for the
preparation of this research report and has taken reasonablecaretoachieveandmaintainindependenceandobjectivityinmakingany
recommendations.
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Disclaimer

Stock Ratings Absolute Returns
BUY> 15%

ACCUMULATE-5% t015%

SELL< -5%

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is not
soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain
from engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation and particular needs
of the reader.

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or redistributed to
any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way. Though disseminated
to all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients as customers by virtue of their
receiving this report. This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where
such distribution, publication, availability or use would be contrary to law, regulation or which would subject NBEPL & its group companies to registration or
licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate,
complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. NBEPL or any of its
affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained
in this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to
this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report
should rely on their own investigations.

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications and
alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its clients, and
would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the advice
is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The price of
securities can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks inherent in
international investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value of the
investment. Opinions expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL accept any liability
whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this research. Here it
may be noted that neither NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special
or consequential including lost revenue or lost profit that may arise from or in connection with the use of the information contained in this report.

Copyright of this document vests exclusively with NBEPL.

Our reports are also available on our website www.nirmalbang.com

Access all our reports on Bloomberg, Thomson Reuters and Factset.

Team Details:

Name Email Id Direct Line
Rahul Arora CEO rahul.arora@nirmalbang.com -
Girish Pai Head of Research girish.pai@nirmalbang.com +91 226273 8017 /18
Dealing

Ravi Jagtiani Dealing Desk ravi.jagtiani@nirmalbang.com +91 22 6273 8230, +91 22 6636 8833
Michael Pillai Dealing Desk michael.pillai@nirmalbang.com +91 22 6273 8102/8103, +91 22 6636 8830

Nirmal Bang Equities Pvt. Ltd.

Correspondence Address
B-2, 301/302, Marathon Innova,
Nr. Peninsula Corporate Park,
Lower Parel (W), Mumbai-400013.
Board No. : 91 22 6273 8000/1; Fax. : 022 6273 8010



http://www.nirmalbang.com/

