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Quick Comment: By and large, Lupin reported an
in-line 4Q. Sales rose 17.6% yoy (up 3% qoq) driven by
developed and developing market dosage form exports.
Operating margin compressed 200bp to 20% (30bp goq
expansion) on higher R&D spending (11 ANDA filings)
and start-up expenses at new Indore SEZ. This led to a
3% yoy rise in net profit to Rs2.27bn (Rs2.17bn
excluding US$6mn Salix payment, MSe — Rs2.12bn).

Future Outlook: Chairman DB Gupta noted that Lupin
is at an inflection point and is well placed to maintain
growth momentum. It is targeting US$3bn sales by
F2014 (US$1.3bn in F2011), which we believe could be
aspirational. Lupin continues to believe that it can
expand OPM 50-75bp p.a. for the foreseeable future.
Tax rate will likely rise meaningfully in F2012 on the
expiration of EOU benefits for Mandideep and Goa.
R&D will remain at 8.5% of sales, one of the highest in
rates in the group. F2012 capex will be the same as in
F2011 at US$100mn.

How to think about the stock: We believe that the US
product flow for the next 4-6 months may not be exciting
as levofloxacin, Effexor XR, Fortamet (sole excl), and
Suprax tabs expansion are either too competitive or
small. But lucrative launches including ziprasidone,
combivir and OCs in the US should pick up in 2012. As
such, we believe that the stock may be flat for the next
few months, which should be a buying opportunity on
2012-13 growth momentum. The valuation is
reasonable at 18x F2012 EPSe — a 5% discount to
group valuations.

Other Highlights — Branded business: Allernaze (no
timeline given by the company) launch appears distant.
However, Suprax life cycle management appears
impressive with PDUFA for drop form scheduled for
September 2011. Bio-similar pipeline includes six

candidates, two of which are likely to enter clinicals soon.

Longer-term US pipeline is shaping up nicely — 148
ANDAs filed, 48 approved, of the remaining 100, 60 are
Para IVs and 15 are FTFs (4 are sole exclusivity).
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52-Week Range

Sh out, dil, curr (mn)
Mkt cap, curr (mn)
EV, curr (mn)

Avg daily trading value (mn)

Fiscal Year ending

Rs423.60
Rs519.80-344.00
445

Rs188,617
Rs198,360

Rs62

03/10 03/11e 03/12e 03/13e

ModelWare EPS (Rs)
Prior ModelWare EPS (Rs)
Consensus EPS (Rs)§
Revenue, net (Rs mn)
EBITDA (Rs mn)

ModelWare net inc (Rs mn)

P/E

P/BV

RNOA (%)

ROE (%)
EV/EBITDA

Div yld (%)

FCF yld ratio (%)
Leverage (EOP) (%)

1533 19.11 2285 27.31
1542 19.11 2275 27.42
48,707 56,502 65,372 75,997
9,770 11,436 14,172 17,108
6,816 8,509 10,176 12,160
21.2 21.7 18.5 15.5
5.6 6.4 5.6 4.6

= 24.8 27.8 30.9

= 33.1 35.1 35.8
15.8 17.0 13.8 11.4
3.1 2.4 2.4 2.4
4.1 3.1 4.0 3.0
36.9 30.0 18.1 13.6

Unless otherwise noted, all metrics are based on Morgan Stanley ModelWare
framework (please see explanation later in this note).

§ = Consensus data is provided by FactSet Estimates.

e = Morgan Stanley Research estimates

Morgan Stanley does and seeks to do business with
companies covered in Morgan Stanley Research. As
a result, investors should be aware that the firm may
have a conflict of interest that could affect the
objectivity of Morgan Stanley Research. Investors
should consider Morgan Stanley Research as only a
single factor in making their investment decision.

For analyst certification and other important
disclosures, refer to the Disclosure Section,
located at the end of this report.

+= Analysts employed by non-U.S. affiliates are not registered with FINRA, may not be
associated persons of the member and may not be subject to NASD/NYSE restrictions on
communications with a subject company, public appearances and trading securities held by a
research analyst account.
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Analyst meet highlights

¢ Outlook: Management expects:
0 50-75bps margin expansion p.a. in the coming years.
o To file over 30 ANDAs in FY12.
o Capex of approximately US$100mn for FY12.

0 To launch of over 10 products in the US generic market in
FY12.

e US branded business: US branded business accounted for
30% of the overall US business (of Rs20.2bn for FY11).
Lupin has a total field force of 160 representatives, of which
70 are focused in pediatric market (Suprax suspension) and
the remaining 90 on Suprax tablet and Antara.

0 Suprax: Suprax clocked gross revenues of US$85mn in
FY11. For FY11, prescriptions for suspension form were
up 10.6% while that for tablet form were up 60%.

o0 Antara: Since the acquisition of Antara, for the first time it
grew both in prescription and sales terms in F4Q11.

e US Generics:

0 US generics business accounted for about 70% of the
overall US business (of Rs20.2bn for FY11).

0 Lupin targets to launch over 10 products in FY12 including
Fortamet ER, levofloxacin, a couple of products from the
oral contraceptives portfolio, and Geodon (shared
exclusivity).

o0 The company filed 21 ANDAs in FY11 (including 11 in
F4Q11)n taking total filings to 148 ANDAs, of which 48
have been approved so far.

o The pipeline for the US market includes 60 Para IV
opportunities, of which 15 are FTF opportunities (four are
sole FTF).

0 According to management, it is on schedule to file for
ophthalmology products in US.

o Oral contraceptives: According to management, it will
be the fourth entrant and expects an additional 2-3 players
to enter after Lupin. Lupin is fully integrated (API and
formulations from Indore SEZ) for oral contraceptives.
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o Asthma strategy: Management initially targets to focus
on MDI for the US and EU market.

o During FY11, Lupin settled the patent litigations for
Lunesta, Memantine, Loestrin and Femcon.

e Europe performance: Europe segment clocked revenues
of Rs1.8bn for FY11, up 30% driven by France. It launched
Clarithromycin XL in France in FY11l. Management is
currently awaiting registration approval for the German
market, after which it targets to participate in the tender
business. Lupin made 33 product filings in the European
market in FY11.

Exhibit 1
Lupin: Lupin: Regulatory fillings Status

us Europe
Filed 148 91
Approved 48 44

Source: Company data, Morgan Stanley Research

o Domestic formulations market: Lupin posted revenue of
Rs15.5bn for FY11. About 70% of the domestic business is
the chronic segment (up 30% in FY11) and 30% is acute
segment (mainly anti-infectives and anti-TB). Management
expects the domestic segment to grow at about 20% in the
near term. It launched 41 products in FY11 and expects the
launch momentum to continue in FY12. Lupin has total field
force of approximately 4,200 medical representatives.

e Japan: Japan segment clocked revenue of Rs6.2bn, up
16.3%, despite a 15% price cut. The company launched five
products in FY11 and targets to launch seven products in
FY12.

e Other markets:

o0 South Africa: Lupin clocked revenue of Rs1.8bn, up 38%,
in the South African market. It's subsidiary is how the
sixth-largest generic company in South Africa.

o CIS: Lupin launched three products in Russia in FY11.

e Biologics: Lupin has invested over Rs1bn on the biologics
segment so far. It has a pipeline of six products, two of which
are expected to enter clinical trials shortly.

o Patent license agreement with Abbott: Lupin entered a
patent license agreement with Abbott covering certain
fenofibrate patents including Antara. According to
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management, it made a one-time payment (insignificant) to ¢ R&D activity: R&D expenditure for FY11 stood at Rs4.83bn,
Abbott toward this agreement. about 8.5% of net sales, of which about 25% was spent on
drug discovery. Lupin has a total pool of over 1,000
e USFDA has inspected and approved its CRO facility. scientists, 210 of which are involved in drug discovery.
Management expects R&D expenditure to be in the range of
e Acquisition strategy: Management highlighted that it 8.5% of sales in the near term.
continues to evaluate acquisition targets and future
acquisitions will be bigger then the acquisitions done so far. e Working capital cycle is down to 83 days in FY11 from 91
days in FY10.
Exhibit 2
Lupin: F4Q11 Results
(Rs mn) F4Q11 F4Q10 %chg F3Q11 %chg FY1l FY10  %chg
(period ending) 31-Mar-11 31-Mar-10 YoY 31-Dec-10 QoQ 31-Mar-11 31-Mar-10 YoY
Sales (Gross) 15214 12912 17.8% 14766 3.0% 57422 48010  19.6%
Less Excise Duty 99 64 54.1% 94 5.3% 354 273 29.4%
Other Operating Income 420 434 -3.1% 430 -2.3% 1,252 972 28.9%
Net Sales 15536 13282 17.0% 15102 2.9% 58320 48708  19.7%
Material Cost 6150 4882 26.0% 5700 7.9% 22379 19694  13.6%
Staff Costs 2004 1624 23.4% 1977 1.4% 7677 5872  30.8%
R&D Expenditure 1461 1125 29.9% 1178 24.0% 4834 3570  35.4%
Other Expenditure 4274 3852 11.0% 4453 -4.0% 16353 13303  22.9%
Total Expenditure 12428 10358 20.0% 12130 2.5% 46410 38869  19.4%
Operating profit 3108 2924 6.3% 2973 4.5% 11911 9839  21.1%
Other Income 33 105  -68.8% 34 -3.2% 89 142 -37.3%
EBITDA 3140 3029 3.7% 3007 4.5% 12000 9981  20.2%
Interest (Net) 78 78 0.1% 78 0.5% 325 385 -15.7%
Depreciation 463 408 13.5% 413 12.0% 1712 1239  38.1%
PBT and Extra-ordinaries 2600 2543 2.2% 2516 3.3% 9963 8357 19.2%
Tax 312 293 6.5% 237 31.4% 1169 1360 -14.0%
Core PAT 2288 2251 1.6% 2279 0.4% 8794 6997  25.7%
Minority interest and share of loss in associates 16 45 -64.2% 38 -58.2% 168 180 -6.7%
Reported PAT 2272 2206 3.0% 2240 1.4% 8626 6816 26.5%
GPM (%) 60.4 63.2 2.8 62.3 -1.8 61.6 59.6 2.1
OPM (%) 20.0 22.0 2.0 19.7 0.3 20.4 20.2 0.2
NPM (%) 14.6 16.6 -2.0 14.8 0.2 14.8 14.0 0.8
Effective tax rate (%) 12.0 11.5 0.5 9.4 2.6 11.7 16.3 -4.5

Source: Company data, Morgan Stanley Research
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Exhibit 3
Lupin: F4Q11 Revenue Breakdown
(Rs mn) F4Q11 F4Q10 %chg F3Q11 %chg F2011 F2010 %chg Revenue Share
Formulations 12668 10820 17.1% 12398 2.2% 48479 39836 21.7% 84.9%
Domestic 3033 2845 6.6% 4005 -24.3% 15509 13498 14.9% 27.2%
Developing Mkt 1783 842 111.8% 1011 76.3% 4741 3192 48.5% 8.3%
Advanced Mkt 7853 7134 10.1% 7382 6.4% 28229 23145 22.0% 49.5%
Bulk Active 2472 2092 18.2% 2273 8.8% 8589 7842 9.5% 15.1%
Domestic 874 418 109.2% 836 4.5% 2741 2235 22.6% 4.8%
Developing Mkt NA NA NA NA NA NA 5390 NM NA
Advanced Mkt NA NA NA NA NA NA 217 NM NA
Domestic 3907 3263 19.8% 4842 -19.3% 18250 15734 16.0% 32.0%
Exports 11234 9649 16.4% 9830 14.3% 38818 31944 21.5% 68.0%
Grand Total 15141 12912 17.3% 14672 3.2% 57068 47678 19.7%
Source: Company data, Morgan Stanley Research
Exhibit 4 Exhibit 5
Lupin: Total Revenue Trend (Rs bn) Lupin: Formulation Sales Trend (Rs bn)
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Exhibit 8

Exhibit 6

Lupin: R&D Expenditure (Rs mn)

Lupin: API Sales Trend (Rs bn)

R&D Expenditure
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Exhibit 7

Lupin: Operating Profit Margin (%)
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Morgan Stanley ModelWare is a proprietary analytic framework that helps clients
uncover value, adjusting for distortions and ambiguities created by local accounting
regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes operating

O e a re leases (where their use is significant), and converts inventory from LIFO costing to a FIFO
basis. ModelWare also emphasizes the separation of operating performance of a company
from its financing for a more complete view of how a company generates earnings.

Disclosure Section

The information and opinions in Morgan Stanley Research were prepared or are disseminated by Morgan Stanley Asia Limited (which accepts the
responsibility for its contents) and/or Morgan Stanley Asia (Singapore) Pte. (Registration number 199206298Z, regulated by the Monetary Authority of
Singapore, which accepts the responsibility for its contents), and/or Morgan Stanley Asia (Sinﬁ;apore) Securities Pte Ltd (Registration number
200008434H, regulated by the Monetary Authority of Singapore, which accepts the responsibility for its contents), and/or Morgan Stanley Taiwan
Limited and/or Morgan Stanley & Co International plc, Seoul Branch, and/or Morgan Stanley Australia Limited (A.B.N. 67 003 734 576, holder of
Australian financial services license No. 233742, which accepts responsibility for its contents), and/or Morgan Stanley Smith Barney Australia Pty Ltd
(A.B.N. 19 009 145 555, holder of Australian financial services license No. 240813, which accepts responsibility for its contents), and/or Morgan
Stanley India Company Private Limited and their affiliates (collectively, "Morgan Stanley").

For important disclosures, stock price charts and equity rating histories regarding companies that are the subject of this report, please see the Morgan
Stanley Research Disclosure Website at www.morganstanley.com/researchdisclosures, or contact your investment representative or Morgan Stanley
Research at 1585 Broadway, (Attention: Research Management), New York, NY, 10036 USA.

Anal}/st Certification

The following analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and
that they have not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this
report: Sameer Baisiwala.

Unless otherwise stated, the individuals listed on the cover page of this report are research analysts.

Global Research Conflict Management Policy
Morgan Stanley Research has been r)ublished in accordance with our conflict management policy, which is available at
www.morganstanley.com/institutional/research/conflictpolicies.

Important US Regulatory Disclosures on Subject Companies

As of April 29, 2011, Mor%an Stanley beneficially owned 1% or more of a class of common equity securities of the following companies covered in
Morgan Stanley Research: Dr. Reddy's Lab.

In the next 3 months, Morgan Stanley expects to receive or intends to seek compensation for investment banking services from Cipla Ltd., Dr. Reddy's
Lab, Fortis Healthcare Limited, Lupin Ltd., Ranbaxy Laboratories, Sun Pharmaceutical Industries.

Within the last 12 months, Morgan Stanley has provided or is providing investment banking services to, or has an investment banking client
relationship with, the following company: Cipla Ltd., Dr. Reddy's Lab, Fortis Healthcare Limited, Lupin Ltd., Ranbaxy Laboratories, Sun
Pharmaceutical Industries.

Ar(]j employee, director or consultant of Morgan Stanley (not a research analyst or a member of a research analyst's household) is a director of Biocon
Lt

Morgan Stanley & Co. Incorporated makes a market in the securities of Dr. Reddy's Lab.

The equity research analysts or strategists principally responsible for the preparation of Morgan Stanley Research have received compensation based

gpoE_various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment
anking revenues.

Morgan Stanley and its affiliates do business that relates to companies/instruments covered in Morgan Stanley Research, including market making,

providing liquidity and specialized trading, risk arbitrage and other proprietary trading, fund management, commercial banking, extension of credit,

Investment services and investment banking. Morgan Stanley sells to and buys from customers the securities/instruments of companies covered in

Morgan Stanley Research on a principal basis. Morgan Stanley may have a position in the debt of the Company or instruments discussed in this report.

Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.

STOCK RATINGS

Morgan Stanley uses a relative rating system usin? terms such as Overweight, Equal-weight, Not-Rated or Underweight (see definitions below).
Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, Not-Rated and Underweight are not the
equivalent of buy, hold and sell. Investors should carefully read the definitions of all ratings used in Morgan Stanley Research. In addition, since
Morgan Stanley Research contains more complete information concerning the analyst's views, investors should carefully read Morgan Stanley
Research, in its entirety, and not infer the contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as
investment advice. An investor's decision to buy or sell a stock should depend on individual circumstances (such as the investor's existing holdings)
and other considerations.

Global Stock Ratings Distribution
(as of April 30, 2011)

For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside
our ratings of Overweight, Equal-weight, Not-Rated and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we
cover. Overweight, Equal-weight, Not-Rated and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative
weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy
recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.
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Coverage Universe  Investment Banking Clients (IBC)

% of % of % of Rating
Stock Rating Category Count Total Count Total IBC Category
Overweight/Buy 1172 41% 470 48% 40%
Equal-weight/Hold 1158 41% 386 39% 33%
Not-Rated/Hold 114 4% 20 2% 18%
Underweight/Sell 384 14% 102 10% 27%
Total 2,828 978

Data include common stock and ADRs currently assigned ratings. An investor's decision to buy or sell a stock should depend on individual
circumstances (such as the investor's existing holdings) and other considerations. Investment Banking Clients are companies from whom Morgan
Stanley received investment banking compensation in the last 12 months.

Analyst Stock Ratings

Overweight (O or Over) - The stock's total return is expected to exceed the total return of the relevant country MSCI Index, on a risk-adjusted basis
over the next 12-18 months.

Equal-weight (E or Equal) - The stock's total return is expected to be in line with the total return of the relevant country MSCI Index, on a risk-adjusted
basis over the next 12-18 months.

Not-Rated (NR) - Currently the analyst does not have adequate conviction about the stock's total return relative to the relevant country MSCI Index on
a risk-adjusted basis, over the next 12-18 months.

Underweight (U or Under) The stock's total return is expected to be below the total return of the relevant country MSCI Index, on a risk-adjusted basis,
over the next 12-18 months.

Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.

Analyst Industry Views

Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the
relevant broad market benchmark, as indicated below.

In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant
broad market benchmark, as indicated below.

Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant
broad market benchmark, as indicated below.

Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index;
Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index.

Stock Price, Price Target and Rating History (See Rating Definitions)
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Important Disclosures for Morgan Stanley Smith Barney LLC Customers
Citi Investment Research & Analysis (CIRA) research reports may be available about the companies or topics that are the subject of Morgan Stanley Research. Ask your
Financial Advisor or use Research Center to view any available CIRA research reports in addition to Morgan Stanley research reports.

Important disclosures regarding the relationship between the companies that are the subject of Morgan Stanley Research and Morgan Stanley Smith Barney LLC, Morgan
Stanley and Citigroup Global Markets Inc. or any of their affiliates, are available on the Morgan Stanley Smith Barney disclosure website at
www.morganstanleysmithbarney.com/researchdisclosures.

For Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and
https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html.

Each Morgan Stanley Equity Research report is reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval is conducted by the
same person who reviews the Equity Research report on behalf of Morgan Stanley. This could create a conflict of interest.

Other Important Disclosures
Morgan Stanley & Co. International PLC and its affiliates have a significant financial interest in the debt securities of Ranbaxy Laboratories.

Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of
Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act.

Morgan Stanley produces an equity research product called a "Tactical Idea.” Views contained in a "Tactical [dea" on a particular stock may be contrary to the
recommendations or views expressed in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. For
all research available on a particular stock, please contact your sales representative or go to Client Link at www.morganstanley.com.

Morgan Stanley Research does not provide individually tailored investment advice. Morgan Stanley Research has been prepared without regard to the individual financial
circumstances and objectives of persons who receive it. Morgan Stanley recommends that investors independently evaluate particular investments and strategies, and
encourages investors to seek the advice of a financial adviser. The appropriateness of a particular investment or strategy will depend on an investor's individual
circumstances and objectives. The securities, instruments, or strategies discussed in Morgan Stanley Research may not be suitable for all investors, and certain investors
may not be eligible to purchase or participate in some or all of them.

The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based
upon various factors, including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or
revenues), client feedback and competitive factors. Fixed Income Research analysts', strategists' or economists' compensation is not linked to investment banking or capital
markets transactions performed by Morgan Stanley or the profitability or revenues of particular trading desks.

Morgan Stanley Research is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy.
The "Important US Regulatory Disclosures on Subject Companies” section in Morgan Stanley Research lists all companies mentioned where Morgan Stanley owns 1% or
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The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services
Authority (the DFSA), and is directed at Professional Clients only, as defined by the DFSA. The financial products or financial services to which this research relates will only
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Industry Coverage:India Pharmaceuticals

Company (Ticker) Rating (as of)Price* (05/12/2011)

Sameer Baisiwala, CFA

Biocon Ltd (BION.BO) E (10/27/2010) Rs359.6
Cipla Ltd. (CIPL.BO) E (01/29/2010) Rs303.65
Dr. Reddy's Lab (REDY.BO) O (09/13/2010) Rs1,602.65
GlaxoSmithKline Pharma E (02/21/2010) Rs2,339.8
(GLAX.BO)

Lupin Ltd. (LUPN.BO) O (10/03/2006) Rs423.6
Ranbaxy Laboratories (RANB.BO) O (11/30/2009) Rs479.85
Sun Pharmaceutical Industries O (09/29/2010) Rs430.4
(SUN.BO)

Saniel Chandrawat

Fortis Healthcare Limited 0O (10/21/2010) Rs156.3
(FOHE.BO)

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.
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