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Healthy topline growth along with margin 
expansion



❖ Alkem has reported a healthy net revenue growth of 18% YoY to Rs. 2,264 crores in Q2FY20
compared to Rs. 1,919 crores in Q2FY19 led by growth in domestic and US business.

❖ Gross profit was higher by 15% YoY to Rs. 1359.7 crores in Q2FY20 but the gross profit margin
shrank by 130 bps to 60.1%. The reduction in gross margin was mainly on account of
unfavorable sales product mix in Q2FY20.

❖ EBITDA demonstrated robust growth of 24.5% YoY from Rs. 364 crores to Rs. 453 crores in
Q2FY20 with EBITDA margins improving from 19% in Q2FY19 to 20% in Q2FY20.

❖ PAT moved in line with EBITDA and witnessed a growth of 46.1% YoY to Rs. 381 crores in
Q2FY20 from Rs. 260 crores in Q2FY19. PAT margin expanded from 13.6% in Q2FY19 to 16.8%
in Q2FY20. Lower tax rate due to investments made in manufacturing facilities that are entitled
to fiscal benefits have driven strong bottom-line growth.

Valuation
At the CMP of Rs. 2,030, the stock is currently trading at a PE of 20x FY21E. We maintain a BUY on
the stock.

Financial Highlights



❖ Alkem’s India business contributed 68% of the revenue in Q2FY20 and has grown by 17% YoY
to Rs. 1,550.3 crores. This was mainly on account of significant growth in its established
therapy areas of Anti-infectives, Gastro-intestinal and Vitamins / Minerals / Nutrients.

❖ In Q1FY20, Alkem’s secondary sales grew by 23.5% YoY, outperforming the IPM growth of
13.1% YoY.

❖ In the chronic therapy area of Neuro / CNS, the Company gained two ranks and is now
positioned as the 6th largest Neuro / CNS company in India along with being ranked 21st in the
Anti-diabetes segment.

❖ The US business consisted of 23% of sales and has grown 11.7% YoY in Q2FY20 to Rs. 527.6
crores. The growth was mainly backed by new launches and market share gains in existing
products with favorable currency movement.

❖ ROW witnessed an increase of 30.6% YoY to Rs. 141.5 crores in Q2FY20. Alkem is focused on its
key markets in Chile, Australia, Philippines, EU, Africa and Kazakhstan among which Australia,
Chile, Kazakhstan and Europe registered healthy YoY growth during the quarter registered
healthy growth.

Geographical performance



Concall Highlights

❖ Alkem has a strength of 10,000 MRs with an attrition rate of 24% and is not expected to make
any further addition over the medium term.

❖ The management has maintained its guidance for topline growth of 15% for FY2020.

❖ India will be the key focus region for the Biotech business.

❖ Further benefits of softening of raw material prices is expected to accrue in the coming
quarters.

❖ R&D spend is estimated to be around 5%-6% of sales for the full year FY20.

❖ During the quarter, we invested Rs.123 crores in R&D, which is about 18% higher than the same
quarter last year.

❖ As on September 30, 2019, the Company has filed a total of 132 ANDAs (including 1 NDA) with
the US FDA and has received 78 approvals (including 11 tentative approvals and 1 NDA).



Story in charts

Strong performance in established therapies drives
revenue growth

Revival in EBITDA & EBITDA Margins Improving PAT and PAT margin due to lower tax 
expense

Declined gross margins on the back of change in 
product mix
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Geographical Break-up

Geographical Performance

Domestic Sales
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67
76 72

64 66 69 65 66 66 68

24
16 21

27 26 25 27 26 26 23

9 8 7 9 8 7 8 8 8 8

0

10

20

30

40

50

60

70

80

90

100

Q1FY18 Q2FY18 Q3FY18 Q4FY18 Q1FY19 Q2FY19 Q3FY19 Q4FY19 Q1FY20 Q2FY20

Domestic (%) US (%) ROW (%)

0

10

20

30

40

50

60

0

100

200

300

400

500

600

Q1FY18 Q2FY18 Q3FY18 Q4FY18 Q1FY19 Q2FY19 Q3FY19 Q4FY19 Q1FY20 Q2FY20

US Sales YoY Growth (%)

(Rs. crs) (In %) 

-30

-20

-10

0

10

20

30

500

700

900

1100

1300

1500

1700

Q1FY18 Q2FY18 Q3FY18 Q4FY18 Q1FY19 Q2FY19 Q3FY19 Q4FY19 Q1FY20 Q2FY20

Domestic Sales YoY Growth (%)

(Rs. crs) (In %) 

-30

-20

-10

0

10

20

30

40

50

60

0

20

40

60

80

100

120

140

160

Q1FY18 Q2FY18 Q3FY18 Q4FY18 Q1FY19 Q2FY19 Q3FY19 Q4FY19 Q1FY20 Q2FY20

ROW YoY Growth (%)

(Rs. crs) (In %) 



Financial QoQ

Rs. In Crores

Particulars Sep-18

QoQ 

Growth (%) Dec-18

QoQ 

Growth (%) Mar-19

QoQ Growth 

(%) Jun-19

QoQ 

Growth (%) Sep-19

QoQ 

Growth (%)

Net Sales 1,919 15.7 1,925 0.3 1,854 (3.7) 1,850 (0.3) 2,264 22.4 

Other operating income 0 0 0 0 0

Net Revenue 1,919 15.7 1,925 0.3 1,854 (3.7) 1,850 (0.3) 2,264 22.4 

Expenditure:

     (Increase) / Decrease In Stocks 76 (343.6) 15 (80.5) -56 (478.0) -178 218.7 9 (105.1)

     Purchase of Finished Goods 217 (21.9) 349 61.0 321 (7.9) 344 7.2 367 6.5 

      Raw Material Cost 448 16.8 459 2.4 510 11.1 545 6.9 528 (3.1)

Raw Material as % of sales 38.6 42.8 41.8 38.5 39.9

     Operating Expenses 486 0.2 444 (8.7) 495 11.5 483 (2.4) 518 7.2 

     Operating  Expenses as % of sales 25.3 23.1 26.7 26.1 22.9

     Employee Cost 328 (3.4) 346 5.6 349 0.7 390 11.9 390 (0.2)

     Employee Cost as % of sales 17.1 18.0 18.8 21.1 17.2

Total Expenditure 1,555 1,613 1,619 1,585 1,811

EBITDA 364 78.5 312 (14.3) 235 (24.6) 265 12.5 453 71.1 

EBITDA Margin (%) 19.0 16.2 12.7 14.3 20.0

Depreciation 46 7.8 48 4.2 57 20.1 56 (2.5) 56 1.0 

EBIT 318 97.1 264 (16.9) 178 (32.7) 209 17.4 396 89.9 

EBIT Margin (%) 16.6 13.7 9.6 11.3 17.5

Other Income 25 (8.4) 9 (61.9) 28 195.8 17 (36.8) 31 79.9 

Exceptional Items 0 0 0 0 0

Interest 16 0.9 15 (6.2) 7 (57.2) 16 144.6 18 10.1 

Profit Before Tax 326 89.8 258 (20.8) 199 (23.0) 210 5.6 410 95.2 

PBT Margin (%) 17.0 13.4 10.7 11.4 18.1

Tax 66 90.1 53 (19.8) 28 (46.2) 23 (19.7) 29 29.1 

Tax Rate 20.1 20.4 14.2 10.8 7.2

Profit After Tax 260 89.7 205 (21.1) 171 (17.0) 187 9.8 381 103.2 

PAT Margin (%) 13.6 10.7 9.2 10.1 16.8

Extraordinary Items 0.0 0.0 0.0 0.0 0.0

Minority Interest -6.0 -2.9 -3.1 -1.8 -9.7

Shares of Associates 0.0 0.0 0.0 0.0 0.0

Consolidated Net Profit 254.47 202.53 167.4 185.5 370.9

Consolidated Net Margin 13.3 10.5 9.0 10.0 16.4



Financial YoY

Particulars Mar-13 Mar-14 Mar-15 Mar-16 Mar-17 Mar-18 Mar-19

Gross Sales 2575 3238 3860 5048 5853 8583 10709

Less: Sales Returns 0 0 0 0 0 2182 3352

Less: Excise / GST 80 112 117 123 165 9 0

Net Sales 2,495 3,126 3,743 4,925 5,688 6,392 7,357

EXPENDITURE :

Raw Material Expenses 866.7 1168.1 1453.4 1630.9 1807.7 1986.5 2602.8

Employee Cost 412.3 531.6 645.9 861.1 1003.9 1191.6 1362.5

Manufacturing Expenses 318.0 366.3 420.9 616.5 778.6 951.5 927.7

GN & A Expenses 180.2 184.7 238.5 331.3 377.7 469.9 512.5

S & D Expenses 295.4 367.3 434.6 503.7 596.4 675.4 726.2

Misc Expenses 60.2 98.1 128.3 128.2 124.3 108.0 110.8

Less:

Expenses Capitalised 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Total Expenditure 2132.8 2716.1 3321.5 4071.6 4688.6 5382.9 6242.4

As a % of sales (%) 85.5 86.9 88.7 82.7 82.4 84.2 84.8

EBITDA 362 410 422 853 999 1,009 1,115

EBITDA Margin (%) 14.5 13.1 11.3 17.3 17.6 15.8 15.2

Other Income 167 165 181 240 112 115 88

Operating Profit 530 575 603 1,093 1,111 1,124 1,202

Interest 88 93 81 71 45 55 55

Exceptional Income 0 0 0 0 0 0 0

PBDT 441 482 522 1,022 1,066 1,069 1,148

Depreciation 40 52 71 93 101 143 193

PBT 402 430 451 928 965 926 955

Tax 18 (5) 59 176 60 288 181

Profit After Tax 383.6 435.3 391.6 752.2 904.7 638.4 773.6

Profit  Margin (%) 15.4 13.9 10.5 15.3 15.9 10.0 10.5

Minority Interest 0 0 0 (11) (13) (7) (13)

Share of Associate 0 0 0 0 0 0 0

Consolidated Net profit 384 435 392 742 892 631 761

Rs. In Crores



1 year forward trend
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