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3Q in-line: gGlumetza driven performance offset below the line

What surprised us

LUPN reported 3QFY17 sales/net income of Rs44.8bn/6.3bn, broadly in line "
with GSe/Bloomberg consensus. That said, EBITDA beat GSe/consensus
by 16%/14% as continued limited competition for gGlumetza, cost control
initiatives and FX benefits aided profitability. Price erosion was in the high
single digit range. (1) Margin beat: The EBITDA beat vs expectations,
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driven by lower other expenses, was almost completely offset at the net M Lupin (LUPN.BO)
level by a higher tax rate (39% vs FY guidance for 28%) due to unwinding O asia Pacific Pharmaceuticals Peer Group Average
of certain deferred tax assets related to lossmaking subsidiaries. Interest  *Returns =Return on Capital For a complete description of the investment

profile measures please refer to the

costs also jumped qoq as debt servicing on the Shionogi branded drug disclosure section of this document.
portfolio acquisition (closed December 2016) commenced in 3Q. (2)
Pipeline/competition: Key FY18 launches include gMinastrin (exclusive), E:Z:;::) f:;;e;;
gEpzicom, gWellbutrin XL. LUPN expects gAdvair to be an FY18 filing 12 month price target (Rs) 1,612.00
. R . . Market cap (Rs mn / US$ mn) 674,067.9/10,025.2
while gProAir (Albuterol MDI) has now been filed. LUPN said on the Foreign ownership (%) -
earnings call that it expects SUN to launch its gGlumetza in 3Q18 while
Teva is expected to enter the market in FY18. (3) Gavis to pick up in FY19: 3/16  3/17E  3/18E  3/19E
A L. EPS (Rs) New 50.15 61.37 70.85 79.57
The major focus for Gavis is on controlled substance launches, and these  Eps revision (%) 0.0 15 5.9 4.0
take time to gain market share. LUPN said it expects traction on launches g o ) N
in FY18 and share gain in FY19. (4) Cross border tax reaction: LUPN said PEX 36.1 2.4 211 188
. . . . P/B (X) 7.4 5.1 4.3 3.6
it expects that if cross border taxation were to be implemented by the US  evesitoa ) 236 15.8 139 12.3
government, imported generics prices in the US would adjust upwards to ~ pydenvield ) oy o ot oy
reflect the higher cost, which would be counter intuitive in their view. CROCI (%) 125 17.4 17.2 17.2

What to do with the stock

We revise our 2017E-19E EBITDA by 4%-6% to factor in better than expected 190
margin development. Accordingly, our 12m TP increases to Rs1,612 (from 1,800
Rs1,541), derived by discounting FY20E EBITDA/share forecast back 3 years 170
at 11% WACC. Stay Neutral on limited TP upside. Key risks: Upside: Product 160
launch rate. Downside: Price erosion, execution at Gavis.

Price performance chart

34,00C
+ 32,00C
30,00C
T+ 28,00C

1,500 26,000

LUPN 3Q17 results summary
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Rs. Mn 3Q17 Gse vs Gse
Sales 44,829 45,237 -1%
EBITDA 12,158 10,522 16%
EBITDA margins 27.1% 23.3%| 386bps
Net income 6,331 6,183 2%

Source: Company data, Goldman Sachs Global Investment Research.
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Lupin: Summary Financials

Lupin (LUPN.BO)

Profit model (Rs mn) 3/16 3/17E 3/18E 3/19E Balance sheet (Rs mn) 3/16 3/17E 3/18E 3/19E
Total revenue 142,003.1 177,536.9 197,486.3 216,497.3 Cash & equivalents 8,399.3 24,632.6 38,828.8 58,050.9
Cost of goods sold (43,096.2) (51,462.9) (57,943.5) (62,749.0) Accounts receivable 45,498.1 43,776.2 48,695.2 53,382.9
SG&A (45,845.8) (57,883.5) (65,871.1) (73,970.5) Inventory 31,787.4 34,308.6 38,629.0 41,832.7
R&D (16,038.3) (21,928.2) (22,230.6) (23,133.3) Other current assets 12,105.5 12,105.5 12,105.5 12,105.5
Other operating profit/(expense) 0.0 0.0 0.0 0.0 Total current assets 97,790.3 114,822.9 138,258.6 165,372.0
EBITDA 37,022.8 46,262.3 51,441.1 56,644.5 Net PP&E 42,437.1 53,740.5 59,815.9 65,321.0
Depreciation & amortization (4,736.8) (8,696.6) (8,924.6) (9,494.9) Net intangibles 73,586.0 83,636.0 83,636.0 83,636.0
EBIT 32,286.0 37,565.7 42,516.5 47,149.6 Total investments 10,564.1 10,564.1 10,564.1 10,564.1
Interest income -- -- -- - Other long-term assets 0.0 0.0 0.0 0.0
Interest expense (453.3) (1,501.4) (1,358.7) (848.3) Total assets 224,377.5 262,763.5 292,274.6 324,893.1
Income/(loss) from uncons. subs. 0.0 0.0 0.0 0.0
Others 2,093.6 2,653.2 2,962.3 3,2475 Accounts payable 21,918.5 27,403.2 30,482.5 33,416.8
Pretax profits 33,926.3 38,717.5 44,120.1 49,548.8 Short-term debt 17,4541 17,4541 17,4541 17,4541
Income tax (11,183.7) (10,863.2) (11,912.4) (13,378.2) Other current liabilities 14,499.8 14,499.8 14,499.8 14,499.8
Minorities (87.6) (59.9) (119.6) (134.3) Total current liabilities 53,872.4 59,357.1 62,436.4 65,370.7
Long-term debt 53,739.0 63,789.0 63,789.0 63,789.0
Net income pre-preferred dividends 22,655.0 27,794.4 32,088.1 36,036.3 Other long-term liabilities 6,601.6 6,601.6 6,601.6 6,601.6
Preferred dividends 0.0 0.0 0.0 0.0 Total long-term liabilities 60,340.6 70,390.6 70,390.6 70,390.6
Net income (pre-exceptionals) 22,655.0 27,794.4 32,088.1 36,036.3 Total liabilities 114,213.0 129,747.7 132,827.0 135,761.3
Post-tax exceptionals 0.0 0.0 0.0 0.0
Net income 22,655.0 27,794.4 32,088.1 36,036.3 Preferred shares 0.0 0.0 0.0 0.0
Total common equity 109,843.7 132,635.1 158,947.3 188,497.0
EPS (basic, pre-except) (Rs) 50.45 61.66 71.18 79.94 Minority interest 320.8 380.7 500.4 634.7
EPS (basic, post-except) (Rs) 50.45 61.66 71.18 79.94
EPS (diluted, post-except) (Rs) 50.15 61.37 70.85 79.57 Total liabilities & equity 224,3771.5 262,763.5 292,274.6 324,893.1
DPS (Rs) 7.46 11.05 12.75 14.32
Dividend payout ratio (%) 14.8 17.9 17.9 17.9 BVPS (Rs) 243.15 292.85 350.95 416.19
Free cash flow yield (%) (7.7) 3.4 3.2 3.9
Growth & margins (%) 3/16 3/17E 3/18E 3/19E Ratios 3/16 3/17E 3/18E 3/19E
Sales growth 11.2 25.0 11.2 9.6 CROCI (%) 12.5 17.4 17.2 17.2
EBITDA growth 23 25.0 11.2 10.1 ROE (%) 22.8 22.9 22.0 20.7
EBIT growth 1.4 16.4 13.2 10.9 ROA (%) 12.7 1.4 11.6 1.7
Net income growth (5.7) 22.7 15.4 12.3 ROACE (%) 18.8 16.0 17.0 17.8
EPS growth (5.8) 22.2 15.4 12.3 Inventory days 240.6 234.4 229.7 234.0
Gross margin 69.7 71.0 70.7 71.0 Receivables days 92.6 91.8 85.5 86.0
EBITDA margin 26.1 26.1 26.0 26.2 Payable days 175.7 174.9 182.3 185.8
EBIT margin 227 21.2 215 21.8 Net debt/equity (%) 57.0 42.6 26.6 12.3
Interest cover - EBIT (X) 71.2 25.0 31.3 55.6
Cash flow t (Rs mn) 3/16 3/17E 3/18E 3/19E Valuation 3/16 3/17E 3/18E 3/19E
Net income pre-preferred dividends 22,655.0 27,794.4 32,088.1 36,036.3
D&A add-back 4,635.0 8,696.6 8,924.6 9,494.9 P/E (analyst) (X) 36.1 24.4 211 18.8
Minorities interests add-back 0.0 0.0 0.0 0.0 P/B (X) 7.4 5.1 4.3 3.6
Net (inc)/dec working capital (22,946.2) 4,685.4 (6,160.2) (4,956.9) EV/EBITDA (X) 23.6 15.8 13.9 12.3
Other operating cash flow (19,708.8) (9,361.8) (10,553.8) (12,529.9) EV/GCI (X) 4.2 3.0 2.7 25
Cash flow from operations (4,093.7) 42,737.7 36,330.7 41,556.9 Dividend yield (%) 0.4 0.7 0.9 1.0
Capital expenditures (58,157.2) (20,000.0) (15,000.0) (15,000.0)
Acquisitions (12,282.0) (10,050.0) 0.0 0.0
Divestitures 0.0 0.0 0.0 0.0
Others 1,004.9 0.0 0.0 0.0
Cash flow from investments (69,434.3) (30,050.0) (15,000.0) (15,000.0)
Dividends paid (common & pref) (3,368.3) (5,003.0) (5,775.9) (6,486.5)
Inc/(dec) in debt 62,080.9 10,050.0 0.0 0.0
Common stock issuance (repurchase) 2.2 0.0 0.0 0.0
Other financing cash flows (588.6) (1,501.4) (1,358.7) (848.3)
Cash flow from financing 58,126.2 3,545.6 (7,134.5) (7,334.8)
Total cash flow (15,401.8) 16,233.3 14,196.2 19,222.1 Note: Last actual year may include reported and estimated data.
Source: Company data, Goldman Sachs Research estimates.
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Exhibit 1: Lupin 3QFY17 variance table
in Rs mn, except per share data

Lupin 3Q17 Variance table 3Q16 2Q17 3Q17 3Q17E vs Gse yoy gr qgoq gr

Sales (incl. other operating income) 35,477 42,905 44,829 45,237 -1% 26% 4%
YoY (%) 11.6% 29.2% 26.4% 27.2%

Cost of goods sold (11,232) (12,429) (13,016) (13,760) 5% 16% 5%

CoGS as a % of sales 31.7% 29.0% 29.0% 30.4%

Gross Margin 68.3% 71.0% 71.0% 69.6% 138bps 263 bps -7 bps|

R&D expenditure (3,916) (5,716) (5,682) (5,570) 2% 45% -1%

R&D exp. as a % of sales 11.0% 13.3% 12.7% 12.3%

EBITDA 8,461 10,281 12,158 10,522 16% 44% 18%

EBITDA margin 23.8% 24.0% 27.1% 23.3% 386bps 327 bps 316 bps

EBITDA yoy growth -4.2% 53.0% 43.7% 20.0%

EBITDA margin as stated by company 27.3% 25.2% 30.0% 25.3% 469bps 275 bps 485 bps|
Sales base for EBITDA 33,495 42,112 44,049 44,237
EBITDA as stated by company 9,130 10,594 13,218 11,200 18% 45% 25%

Net Income 5,246 6,622 6,331 6,183 2% 21% -4%

Net Margin 14.8% 15.4% 14.1% 13.7% 45bps -66 bps -131 bps

NI yoy growth -12.8% 62.0% 20.7% 16.7%

Split by segment / geography

Formulations Sales 30,668 39,193 41,365 39,084 6% 35% 6%
US Sales 13,805 19,978 21,755 19,519 11% 58% 9%
EMEA (Europe earlier) Sales 2,187 2,355 2,555 2,473 3% 17% 8%
India Sales 8,860 9,958 9,912 9,757 2% 12% 0%
APAC Sales (Japan earlier) 4,634 5,520 5,601 6,023 7% 21% 1%
LATAM + ROW Sales (Rest of the World earlier) 1,182 1,382 1,542 1,313 17% 30% 12%

API Sales 2,835 2,919 2,684 2,760 -3% -5% -8%

Source: Company data, Goldman Sachs Global Investment Research
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Disclosure Appendix
Reg AC

We, Shyam Srinivasan, CFA and Chandramouli Muthiah, hereby certify that all of the views expressed in this report accurately reflect our personal
views about the subject company or companies and its or their securities. We also certify that no part of our compensation was, is or will be, directly
or indirectly, related to the specific recommendations or views expressed in this report.

Unless otherwise stated, the individuals listed on the cover page of this report are analysts in Goldman Sachs' Global Investment Research division.

Investment Profile

The Goldman Sachs Investment Profile provides investment context for a security by comparing key attributes of that security to its peer group and
market. The four key attributes depicted are: growth, returns, multiple and volatility. Growth, returns and multiple are indexed based on composites
of several methodologies to determine the stocks percentile ranking within the region's coverage universe.

The precise calculation of each metric may vary depending on the fiscal year, industry and region but the standard approach is as follows:

Growth is a composite of next year's estimate over current year's estimate, e.g. EPS, EBITDA, Revenue. Return is a year one prospective aggregate
of various return on capital measures, e.g. CROCI, ROACE, and ROE. Multiple is a composite of one-year forward valuation ratios, e.g. P/E, dividend
yield, EV/FCF, EV/EBITDA, EV/DACF, Price/Book. Volatility is measured as trailing twelve-month volatility adjusted for dividends.

Quantum

Quantum is Goldman Sachs' proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for
in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets.

GS SUSTAIN

GS SUSTAIN is a global investment strategy aimed at long-term, long-only performance with a low turnover of ideas. The GS SUSTAIN focus list
includes leaders our analysis shows to be well positioned to deliver long term outperformance through sustained competitive advantage and
superior returns on capital relative to their global industry peers. Leaders are identified based on quantifiable analysis of three aspects of corporate
performance: cash return on cash invested, industry positioning and management quality (the effectiveness of companies' management of the
environmental, social and governance issues facing their industry).

Disclosures

Coverage group(s) of stocks by primary analyst(s)
Shyam Srinivasan, CFA: Asean Healthcare, India Pharmaceuticals. Richard Yeh: A-share Pharmaceuticals, China Healthcare.

A-share Pharmaceuticals: Jiangsu Hengrui Medicine Co., Jiangsu Nhwa Pharmaceutical Co., Jiangsu Yuyue Medical, Shanghai Fosun Pharma (A),
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Asean Healthcare: Bangkok Dusit Medical Services, Bumrungrad Hospital, Healthcare Global Enterprises Ltd., IHH Healthcare Bhd, Mitra Keluarga
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Group, Luye Pharma Group, Shandong Weigao Group, Shanghai Fosun Pharma (H), Shanghai Pharma (H), Sino Biopharmaceutical, Sinopharm
Group.

India Pharmaceuticals: Aurobindo Pharma, Cipla, Dr. Reddy's Laboratories, Glenmark Pharmaceuticals, Lupin, Sun Pharmaceutical Industries.

Company-specific regulatory disclosures

The following disclosures relate to relationships between The Goldman Sachs Group, Inc. (with its affiliates, "Goldman Sachs") and companies
covered by the Global Investment Research Division of Goldman Sachs and referred to in this research.

Goldman Sachs expects to receive or intends to seek compensation for investment banking services in the next 3 months: Lupin (Rs1,495.35)
Goldman Sachs had a non-securities services client relationship during the past 12 months with: Lupin (Rs1,495.35)
Distribution of ratings/investment banking relationships

Goldman Sachs Investment Research global Equity coverage universe

Rating Distribution Investment Banking Relationships
Buy Hold Sell Buy Hold Sell
Global 2% | sa% | 14% 64% | 60% 51%

As of January 1, 2017, Goldman Sachs Global Investment Research had investment ratings on 2,902 equity securities. Goldman Sachs assigns stocks
as Buys and Sells on various regional Investment Lists; stocks not so assigned are deemed Neutral. Such assignments equate to Buy, Hold and Sell
for the purposes of the above disclosure required by the FINRA Rules. See 'Ratings, Coverage groups and views and related definitions' below. The
Investment Banking Relationships chart reflects the percentage of subject companies within each rating category for whom Goldman Sachs has
provided investment banking services within the previous twelve months.
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Price target and rating history chart(s)
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See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager
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Association. Sales and purchase of equities are subject to commission pre-determined with clients plus consumption tax. See company-specific
disclosures as to any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese
Securities Finance Company.
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information is not available for display or is not applicable. Not Meaningful (NM). The information is not meaningful and is therefore excluded.
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