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Overview of Pharma Sector 
 The Indian pharmaceutical industry is the world’s third largest drug producer by volume and 

the country’s market manufactures 60% of vaccines globally. 

 The source of APIs is a crucial part of the pharma industry’s strategic plan to combat the 

COVID-19 pandemic. The majority of APIs for generic drug manufacturing across the globe 

are sourced from India, which also supplies approx.30% of the generic APIs used in the US. 

 India imported 70 per cent of its API from China and felt the disruption when China was under 

lockdown. The Govt. of India has already announced in Apr’20, INR 10000 crore of 

investments to incentivise production of APIs in India. 

 Under Union Budget 2020-21, allocation to the Ministry of Health and Family Welfare stands 

at Rs 65,012 crore (US$ 9.30 billion), whereas, Rs 6,429 crore (US$ 919 million) has been 

allocated to health insurance scheme, Ayushman Bharat – Pradhan Mantri Jan Arogya 

Yojana (AB-PMJAY). 

 Over the last 50-plus years — in terms of both meeting the domestic needs as well as building 

a leading position in the global pharmaceuticals landscape — Indian firms have been 

successful.  

 As per Economic Survey 2019-20, government expenditure (as a percentage of GDP) 

increased to 1.6 per cent in FY20 from 1.2 per cent in FY15 for health. FDI increased to 74 per 

cent in existing pharmaceutical companies and 100 per cent in new projects. 

 Amid covid-19, “Pharma is considered under essentials; the business would hopefully be 

normal compared to other sectors. 

Current Situation of the Sector 
 The impact of the SARS-CoV-2 coronavirus outbreak, COVID-19, has exposed the dependency 

of the Indian pharma sector on China for its API procurement. 

 Pharmaceutical companies have re-emerged as the safer bets for investors in the ongoing 

market turmoil. With valuations at multi-year lows and the sector expected to remain resilient 

in the current downturn, investors are opting for larger pharma firms. 
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 The stock of top pharma players like Abbott India, Dr Reddy's Labs, Divi's Labs, Biocon, 

Aurobindo Pharma, Sun Pharma, Mangalam Drugs, IPCA Labs, Ajanta Pharma and IOL 

Chemicals have advanced between 10% and 100% since January 1, 2020. 

 Other positive indications around the sector abound. Manufacturing units of drug makers that 

were working only up to 20%-30% capacity due to the national lockdown on account of the 

COVID-19 outbreak, have resumed activity. 

 Nifty Pharma Indexogram (as on 29 May 2020) 

 
 

 

 

 

Nifty Pharma Index performance 
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Future Outlook of the Sector 
 Furthermore, its active pharmaceutical ingredients (APIs) market is forecasted to attain a 

revenue of $6 billion by the end of 2020. 

 ‘Pharma Vision 2020’ by the government’s Department of Pharmaceuticals aims to make India 

a major hub for end-to-end drug discovery. 

 The recent rebound in the pharma industry has led to a re-rating of the pharma sector. 

Analysts continue to remain bullish on the sector on expectations of an improved earnings 

profile in FY21.  

 Pharma industry to benefit from falling rupee value. 

 Highest expenditure based on research and development is done by Sun Pharma (USD 352 

Million), followed by Dr. Reddy (USD 199 million). Cipla formed an exclusive partnership with 

Serum Institute of India to sell vaccines in South Africa. Dr. Reddy’s accounted for the largest 

share in the Indian pharma market, with sales of USD 2.2 billion in 2016 and Lupin being the 

second largest with sales of USD 2.09 billion in 2016 in Indian Pharma Market. 

 

Pharma Index: Past 2 months rally 
 Pharma stocks got a new lease of life as coronavirus pandemic got a tighter grip on the 

country in April, with the S&P BSE Healthcare index set to post its biggest monthly gain in 21 

years.  

 The weightage of pharma stocks in the 

portfolio of fund houses has improved by 

200 basis points to 8% in April 2020. And 

the sector is the biggest ‘overweight’ for 

domestic funds, replacing capital goods. 

 Pharma is a defensive play during the 

covid-19 situation. And, until the vaccine 

doesn’t get developed pharma sector is 

expected to perform well. 

 Big names like Cadila Healthcare and 

Biocon (through Syngene) are in the 

process of developing indigenous testing 

kits (rapid antibody testing kits). 

 Reasons for pharma stocks’ rise during 

market volatility: 

i) Rise in demand for drugs 

ii) Tracking of global trends    

iii) India’s standing in the global pharmaceutical industry – cost advantage 

iv) Fall in rupee - boost prospects of the exporting drug manufacturers  

https://www.business-standard.com/topic/pharma-stocks
https://www.business-standard.com/about/what-is-coronavirus
https://www.business-standard.com/topic/healthcare
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Pharma Companies Overview 

 

Name of the company 
Mkt Cap 
(Rs. Cr) 

Beta 
Value 

Stock 
PE 

Stock 
ROE 
(%) 

Dividend 
Payout 
Ratio (%) 

Long Term 
Debt/Equity 
 

52 week 
high 

52 week 
low 

Sun 
Pharmaceutical 
Industries Limited  

114,244.30 0.49 30.34 8.69 25.49 0.15 504.80 312.00 

Divi's 
Laboratories 
Limited 
 

 64215.52 1.01 50.16 21.01 19.92 0.02 2537.00 1466.00 

Cipla Limited 

 

51,698.10 0.48 33.44 10.05 15.64 0.17 658.65 354.38 

Aurobindo 
Pharma Limited 

 

44560.63 1.06 15.74 19.01 9.57 - 791 288.85 

Dr. Reddy's 
Laboratories 
Limited  

65,687.14 0.19 43.09 10.31 27.14 0.84 4,132.20 2,351.20 

Biocon Limited 

 

46662.00 0.98 62.37 12.86 14.08 0.18 396 211 

Lupin Limited 

 

40589.65 0.76 - 5.38 14.69 0.63 919 504 

Piramal 
Enterprises Ltd. 

 24249.88 1.94 170.38 4.28 - 0.68 2137.65 606.85 

Cadila Healthcare 
Limited 

 

36,220.01 0.51 29.08 19.33 19.38 0.57 374.00 202.00 

Glenmark 
Pharmaceuticals 
Limited  

11,008.79 1.28 17.60 16.53 7.35 0.44 544.70 161.65 

Torrent 
Pharmaceuticals 

 

39,052.37 0.55 40.13 20.36 29.73 0.77 2,699.00 1,441.03 

Jubilant Life 
Sciences Limited 

 

8,152.01 1.79 9.86 15.87 9.64 0.5 639.95 234.35 
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Covid 19 response and growth outlook of pharma 

companies 
1) Sun Pharmaceutical Industries Limited  

 Despite proactive COVID risk response initiative, company estimates some softening of 
sales in the near term due to the lockdown and stocking up by customers, although it is 
difficult to quantify the impact as of now. 

 Sun Pharma is ranked No. 1 and holds approximately 8.2% market share in the over Rs. 
143,000 crore Indian pharmaceutical market as per AIOCD AWACS MAT March-2020 
report. 

2) Divi's Laboratories Limited 

 Divi’s is continually striving to provide uninterrupted supply of APIs to the best of its ability 
as the global COVID-19 situation evolves. 

 There has been some delay in implementing the large capex projects taken by the Company 
due to torrential rains and COVID-19 which impacted movement of people and goods. 

3) Cipla Limited 

 Set-up an INR 25 crore ‘Caring for Life’ COVID-19 dedicated fund to support patients, the 

healthcare ecosystem and communities including contribution from employees and 

contributions to PM Cares Fund and State Disaster management 

 Cipla ranks 3rd largest pharmaceutical corporation (Rx + OTC) within the SA private 

market, in volume and value 

 Priorities for the FY21: Sustaining growth through the pandemic  

4) Aurobindo Pharma Limited 

 Company’s revenue from operations at INR 23,098.5 Cr, witnessed a strong growth of 

18.1% over the last year. 

 Net debt of the company declined sequentially by ~US$ 87 million in the last 1 year. 

5) Dr. Reddy's Laboratories Limited 

 Dr Reddy’s Laboratories announced entering into a non-exclusive licensing agreement 

with Gilead Sciences, which grants the Indian firm the rights to register, manufacture and 

sell the American biopharmaceutical firm’s investigational drug Remdesivir, a potential 

treatment for Covid-19. 

 Research and development spends of the company was 9.5 per cent of revenue, up from 

9.1 per cent in the same period last year. 

6) Biocon Limited 

 Biocon group is dealing with unprecedented challenges related to COVID-19 and as a 

science-led company, it is engaged in several initiatives spanning diagnostic tests, vaccines 

and therapies towards combating COVID-19. 

 Revenue from Generic Formulations more than doubled during the quarter. 

 Biocon is repurposing its biological therapy ALZUMAb (Itolizumab) for COVID-19 it 

developed and commercialized in India for Plaque Psoriasis in 2013. 
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7) Lupin Limited 

 Lupin is the 6 th largest company in the Indian Pharmaceutical Market (IQVIA MAT March 

2020). 

 Lupin’s India formulation sales for FY2020 were INR 51,385 mn, compared to INR 46,382 

mn in FY 2019; accounting for 34% of Lupin’s global sales. 

8) Piramal Enterprises Ltd. 

 Pharma business continues to be operational despite COVID 19 lockdowns and has 

delivered a healthy revenue growth of 13% YoY to INR 5,419 Crore and an EBITDA margin 

of 26% for FY20. 

 Consistent growth: PEL’s annual Pharma revenue grew at a CAGR of 15% over last 9 years 

 While there may be some near term volatility driven by COVID-19 and the impact of 

societies’ response to it, underlying demand for healthcare products and services remains 

strong 

9) Cadila Healthcare Limited 

 Indian drugmaker Zydus Cadila signed a non-exclusive licensing pact with Gilead Sciences 

Inc to manufacture and market antiviral drug remdesivir, the first treatment to show 

improvement in COVID-19 trials. 

 To offer treatment options for the COVID-1-9, the Company explored multiple options 

from its portfolio of biological products and based on the available evidence. 

 The Company is also working on a DNA vaccine to fight COVID 19. The vaccine is currently 

in the animal testing stage. 

10) Glenmark Pharmaceuticals Limited 

 On May 26, 2020 Glenmark Pharmaceuticals announced a new randomized, open-label 
study to test the combined efficacy of two antiviral drugs Favipiravir and Umifenovir as a 
potential COVID-19 treatment strategy. 

11) Torrent Pharmaceuticals  

 During these unprecedented times of the pandemic, Torrent Pharma recognises that it 

has an important role to play in the healthcare ecosystem and has proactively taken 

actions to ensure product availability and business continuity. 

12) Jubilant Life Sciences Limited 

 During the year, the company reduced its Net Debt by Rs. 514 Crore and is focused on 

further deleveraging by generating healthy levels of cashflows. 

 Company signed Licensing Agreement with Gilead Sciences to register, manufacture and 

sell Gilead’s investigational drug, remdesivir, a potential therapy for Covid-19 in 127 

countries including India, and is working towards launching the drug in July 2020. 

 During FY2020-21 and over the medium term, company’s focus areas will be:  

I. While there will be short term impact on business due to Covid-19, managing the quick 

“bounce-back”. 

II. Generating cash flows to further reduce leverage 

https://health.economictimes.indiatimes.com/tag/zydus
https://health.economictimes.indiatimes.com/tag/gilead+sciences+inc
https://health.economictimes.indiatimes.com/tag/gilead+sciences+inc
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Challenges in Pharma sector 
 As tensions between India and China escalate, the Indian pharma industry, which is 

considerably dependent on China for the import of active pharmaceutical ingredients (APIs), 

may get adversely impacted. Though the Indian government is initiating certain steps to 

reduce the industry’s dependency such as setting up bulk drug parks and production linked 

incentive (PLI) schemes, the outcome of these measures will not be clear for at least two to 

three years. 

 Environmental converns - The negative impact of the production of pharmaceutical products 

on the natural environment is well known. However, this remains largely unregulated, 

meaning the extremely toxic impact it has on both animals and humans continues with no 

clear end in sight. India’s Environment Ministry classifies pharmaceutical manufacturing as a 

“red category” activity owing to the hazardous waste it produces. 

 High anti-pollutant equipment cost – There is need for anti pollution equipment is the 

industry but are costly. Thus, this increases verall capital cost of the drug industries.  

 Long gestation period - The gestation period for developing and commercializing a generic 

product may vary from 2-4 years. 

 Low R&D investment - For many pharma companies, the incentive to invest in R&D has gone 

down as they would be getting 100% deduction, as against 200% earlier this year. 

 

Reference links: 

 https://www.europeanpharmaceuticalreview.com/article/117413/the-covid-19-pandemic-

and-the-indian-pharmaceutical-industry/ 

 https://www.thehindubusinessline.com/opinion/india-can-become-the-pharmacy-of-the-

world/article31516558.ece 

 https://www.ibef.org/industry/indian-pharmaceuticals-industry-analysis-presentation 

 https://www.mckinsey.com/featured-insights/india/getting-ahead-of-coronavirus-saving-

lives-and-livelihoods-in-india 

 https://economictimes.indiatimes.com/markets/stocks/news/pharma-attractive-again-for-

investors/articleshow/75020116.cms?from=mdr 

 https://www.thepharmaletter.com/article/while-global-stock-markets-take-a-covid-19-

beating-indian-drugmakers-doing-well 

 https://www.niftyindices.com/Factsheet/ind_nifty_pharma.pdf 

 https://www.livemint.com/market/stock-market-news/pharma-tops-sectoral-indices-in-

2020-11587806084198.html 

 https://www.angelbroking.com/blog/pharma-stocks-shine-amid-rising-coronavirus-cases-

in-india  

 https://www.bseindia.com/ 

https://www.europeanpharmaceuticalreview.com/article/117413/the-covid-19-pandemic-and-the-indian-pharmaceutical-industry/
https://www.europeanpharmaceuticalreview.com/article/117413/the-covid-19-pandemic-and-the-indian-pharmaceutical-industry/
https://www.thehindubusinessline.com/opinion/india-can-become-the-pharmacy-of-the-world/article31516558.ece
https://www.thehindubusinessline.com/opinion/india-can-become-the-pharmacy-of-the-world/article31516558.ece
https://www.ibef.org/industry/indian-pharmaceuticals-industry-analysis-presentation
https://www.mckinsey.com/featured-insights/india/getting-ahead-of-coronavirus-saving-lives-and-livelihoods-in-india
https://www.mckinsey.com/featured-insights/india/getting-ahead-of-coronavirus-saving-lives-and-livelihoods-in-india
https://economictimes.indiatimes.com/markets/stocks/news/pharma-attractive-again-for-investors/articleshow/75020116.cms?from=mdr
https://economictimes.indiatimes.com/markets/stocks/news/pharma-attractive-again-for-investors/articleshow/75020116.cms?from=mdr
https://www.thepharmaletter.com/article/while-global-stock-markets-take-a-covid-19-beating-indian-drugmakers-doing-well
https://www.thepharmaletter.com/article/while-global-stock-markets-take-a-covid-19-beating-indian-drugmakers-doing-well
https://www.niftyindices.com/Factsheet/ind_nifty_pharma.pdf
https://www.livemint.com/market/stock-market-news/pharma-tops-sectoral-indices-in-2020-11587806084198.html
https://www.livemint.com/market/stock-market-news/pharma-tops-sectoral-indices-in-2020-11587806084198.html
https://www.angelbroking.com/blog/pharma-stocks-shine-amid-rising-coronavirus-cases-in-india
https://www.angelbroking.com/blog/pharma-stocks-shine-amid-rising-coronavirus-cases-in-india
https://www.bseindia.com/

