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KEY DATA  

Rating  BUY 
Sector relative Outperformer 
Price (INR) 1,283 
12 month price target (INR) 1,475 
52 Week High/Low 1,406/1,020 
Market cap (INR bn/USD bn) 1,071/12.2 
Free float (%) 73.4 
Avg. daily value traded (INR mn) 2,223.0 

 
 

SHAREHOLDING PATTERN 
   Sep-25 Jun-25 Mar-25 

Promoter  26.64% 26.64% 26.64% 

FII  35.52% 36.36% 37.29% 

DII  27.98% 26.74% 25.62% 

Pledge  0.00% 0.00% 0.00% 
 

 In-line performance; setbacks in two products 

Dr Reddy’s (DRRD) reported in-line Q2FY26 revenue while 
EBITDA/adjusted PAT beat consensus by 2%/8%. Gross/reported 
EBITDA margin contracted ~492bp/~175bp YoY due to anticipated 
price erosion in gRevlimid as well as competition in some products. 

Excluding Lenalidomide, DRRD’s EBITDA margin works out to 19–20% 
(assuming 50% erosion in Lenalidomide) as per our calculation. The 
company was able to maintain a margin of ~25% for the quarter owing 
to a cut in R&D spending (as guided earlier). Q3FY26E is expected to 
be a weak-margin quarter and all attention is now on the fate of 
semaglutide filling in Canada. In light of the product setbacks, we are 
cutting FY27E EPS by 1%; retain ‘BUY’ with a TP of INR1,475. 

FINANCIALS (INR mn) 

Year to March          FY24A FY25A FY26E FY27E 

Revenue 2,79,164 3,25,535 3,43,516 3,40,008 

EBITDA 78,374 86,236 86,350 82,630 

Adjusted profit 55,684 54,828 53,326 48,190 

Diluted EPS (INR) 66.7 65.7 63.9 57.8 

EPS growth (%) 54.0 (1.5) (2.7) (9.6) 

RoAE (%) 21.8 18.5 14.5 11.7 

P/E (x) 19.2 19.5 20.1 22.2 

EV/EBITDA (x) 13.8 12.8 12.8 12.2 

Dividend yield (%) 0.6 0.6 0.4 0.5 

CHANGE IN ESTIMATES 

   Revised estimates % Revision 

Year to March FY26E FY27E FY26E FY27E 

Revenue 3,43,516  3,40,008  -0.4%  -0.8%  

EBITDA 86,350  82,630  -1.1%  0.8%  

Adjusted profit 53,326  48,190  -0.5%  -0.6%  

Diluted EPS (INR) 63.9  57.8  -0.5%  -0.6%  

 
 

 
Operationally in-line, but PAT beat estimate on lower ETR  

Revenue grew 10% YoY/3% QoQ to INR88.1bn, in line with consensus. Gross margin 

was 54.7%, -492bp YoY/-223bp QoQ due to gRevlimid price erosion and lower 

operating leverage in the PSAI segment. Reported EBITDA rose 3% YoY/3% QoQ to 

INR23.5bn, with margin down 175bp YoY to 26.7%. Adjusted for one-offs (VAT 

provision and pipeline discontinuation charges), EBITDA stood at INR22bn, -2% 

YoY/+2% QoQ. (2% beat versus consensus) while EBITDA margin was 24.9%, -300bp 

YoY. Adjusted PAT was INR15.1bn, +17% YoY/+7% QoQ due to the lower tax rate 

during the quarter. R&D spend contracted 15% YoY to INR6.2bn, (7% of revenue due 

to tapering of biosimilar R&D for Abatacept). 

Price erosion impacts US performance; NRT improvement continues 

DRRD’s North America sales fell 13% YoY/5% QoQ led by price erosion in gRevlimid 

and competition in few products. India revenue grew 13% YoY/7% QoQ to INR15.8bn 

driven by price increases, launches and higher volumes. Europe revenue was 

INR13.8bn, up 8% QoQ. Europe ex-NRT grew 17% YoY/12% QoQ due to new 

launches, volume growth and favourable forex. Russia jumped 27%YoY/24% QoQ; 

however, in cc terms, growth was <4% YoY. CIS and Romania increased 11% YoY to 

INR2.3bn while the PSAI segment jumped 12% YoY/16% QoQ due to volume growth. 

Setbacks in Conjugated Estrogen, Rituximab 

DRRD has discontinued the development of Conjugated Estrogen while Rituximab 

has again received CRL due to the compliance challenge at its Bachupally facility. The 

growth in India and NRT business surprised us positively. We expect Q3FY26E to be 

a weak quarter in absence of any key launch. Due to the product setbacks, we have 

cut FY27E EPS by 1%. Retain ‘BUY’ with a revised TP of INR1,475 (earlier INR1,486) 

Semaglutide approval and Abatacept fillings remain key triggers.    

 
 
PRICE PERFORMANCE 

 

Financials 
 

Year to March Q2FY26 Q2FY25 % Change Q1FY26 % Change 

Net Revenue  88,051  80,162 9.8  85,452 3.0 

EBITDA  21,957  22,390 (1.9)  21,501 2.1 

Adjusted Profit  15,114  12,946 16.7  14,178 6.6 

Diluted EPS (INR)  18.1  15.5 16.7  17.0 6.6 
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Financial Statements    

 

Income Statement (INR mn) 
Year to March             FY24A FY25A FY26E FY27E 

Total operating income 2,79,164 3,25,535 3,43,516 3,40,008 

Gross profit 1,63,607 1,90,428 1,86,919 1,79,910 

Employee costs 0 0 0 0 

R&D cost 22,873 27,380 24,914 24,821 

Other expenses 62,360 76,812 81,099 73,819 

EBITDA 78,374 86,236 86,350 82,630 

Depreciation 14,841 17,058 18,588 19,849 

Less: Interest expense 1,711 2,829 3,608 8,582 

Add: Other income 4,196 2,665 3,430 1,360 

Profit before tax 71,870 76,784 69,013 63,507 

Prov for tax 16,186 19,539 16,779 15,718 

Less: Exceptional item 0 0 0 0 

Reported profit 55,684 57,245 52,234 47,790 

Adjusted profit 55,684 54,828 53,326 48,190 

Diluted shares o/s 834 834 834 834 

Adjusted diluted  EPS 66.7 65.7 63.9 57.8 

DPS (INR) 8.0 8.0 5.0 6.0 

Tax rate (%) 22.5 25.4 24.3 24.7 

Important Ratios (%) 
Year to March             FY24A FY25A FY26E FY27E 

Gross margin 58.6 58.5 54.4 52.9 

R&D as a % of sales 8.2 8.4 7.3 7.3 

Debt/EBITDA 0.3 0.5 0.5 0.5 

EBITDA margin (%) 28.1 26.5 23.6 23.9 

Net profit margin (%) 19.9 16.8 15.5 14.2 

Revenue growth (% YoY) 13.5 16.6 5.5 (1.0) 

EBITDA  growth (% YoY) 21.4 10.0 (6.2) 0.4 

Adj. profit growth (%) 54.0 (1.5) (2.7) (9.6) 

Assumptions (%) 
Year to March                  FY24A FY25A FY26E FY27E 

GDP (YoY %)  6.7 6.0 6.2 6.2 

Repo rate (%) 6.5 6.0 5.0 5.0 

USD/INR (average) 82.8 84.6 87.5 87.0 

India growth (%) (5.2) 15.8 12.1 13.7 

US generics (USD mn) 23.5 10.3 (17.0) (22.1) 

Russia & CIS cc growth 

(%) 

5.2 16.6 20.3 8.9 

Europe growth (%) 16.5 74.9 53.7 8.4 

PSAI growth 2.5 13.6 12.1 14.5 

         

Valuation Metrics 
Year to March            FY24A FY25A FY26E FY27E 

Diluted P/E (x) 19.2 19.5 20.1 22.2 

Price/BV (x) 3.8 3.2 2.8 2.5 

EV/EBITDA (x) 13.8 12.8 12.8 12.2 

Dividend yield (%) 0.6 0.6 0.4 0.5 

Source: Company and Nuvama estimates 

Balance Sheet (INR mn) 
Year to March              FY24A FY25A FY26E FY27E 

Share capital 834 834 834 834 

Reserves 2,79,716 3,36,332 3,84,744 4,27,928 

Shareholders funds 2,80,550 3,37,166 3,85,578 4,28,762 

Minority interest 0 0 0 0 

Borrowings 20,020 46,766 42,909 39,909 

Trade payables 30,919 35,523 39,042 38,599 

Other liabs & prov 52,060 70,231 63,310 62,664 

Total liabilities 3,87,518 4,92,989 5,34,961 5,74,013 

Net block 62,424 72,870 77,634 74,271 

Intangible assets 41,204 1,08,613 1,07,995 1,07,012 

Capital WIP 14,462 24,891 13,741 13,600 

Total fixed assets 1,18,090 2,06,374 1,99,369 1,94,884 

Non current inv 5,255 15,202 6,527 6,460 

Cash/cash equivalent 7,107 14,654 78,275 1,19,782 

Sundry debtors 80,298 90,420 96,937 97,811 

Loans & advances 97,092 73,953 48,779 48,281 

Other assets 63,552 71,085 79,997 81,975 

Total assets 3,87,518 4,92,989 5,34,961 5,74,013 

Free Cash Flow (INR mn) 
Year to March                FY24A FY25A FY26E FY27E 

Reported profit 51,823 56,791 52,584 48,190 

Add: Depreciation 60,274 63,486 79,854 93,418 

Interest (net of tax) (29,680) (37,149) (17,696) (23,721) 

Others   3,245 13,282 (23,123) (25,548) 

Less: Changes in WC (20,182) (29,989) (13,575) (3,052) 

Operating cash flow 45,433 46,428 61,266 73,569 

Less: Capex (27,414) (33,666) (14,088) (15,139) 

Free cash flow 18,019 12,762 47,178 58,429 

Key Ratios 
Year to March         FY24A FY25A FY26E FY27E 

RoE (%) 21.8 18.5 14.5 11.7 

RoCE (%) 24.9 21.0 16.2 14.0 

Inventory days  177 182 176 185 

Receivable days 100 96 100 105 

Payable days 91 90 87 89 

Working cap (% sales) 56.9 44.2 36.1 37.5 

Gross debt/equity (x) 0.1 0.1 0.1 0.1 

Net debt/equity (x) 0 0.1 (0.1) (0.2) 

Interest coverage (x) 37.1 24.5 17.3 7.2 

Valuation Drivers 
Year to March              FY24A FY25A FY26E FY27E 

EPS growth (%) 54.0 (1.5) (2.7) (9.6) 

RoE (%) 21.8 18.5 14.5 11.7 

EBITDA growth (%) 21.4 10.0 (6.2) 0.4 

Payout ratio (%) 11.9 11.6 8.0 10.5 
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Q2FY26 earnings call highlights 

Financials and strategy 

 EBITDA margin guidance: Maintaining the EBITDA margin commitment at 25%.  

 Growth guidance: Confident of delivering double-digit growth in ex-US markets 

over medium term.  

 PSAI gross margin: To remain in the 20–25% range due to product mix and 

leverage. 

 R&D: USD70mn in Q2FY26 and expected to be 7% of sales going forward.  

 Opex: 28–30% range going forward. 

 NRT: Margins would increase as DRRD’s fees paid to Haleon reduces. 

 Abatacept: Nearing phase III and filling for IV version is on track. 

 Semaglutide in Canada: Review by Health Canada expected in next few weeks.   

 Gross margin decreased due to lower gRevlimid sales, product specific price 

erosion in US generics and lower leverage in PSAI business.  

 SG&A costs increased due to focused investments in NRT and branded generics 

segments. One time provision of INR700mn for a VAT liability and INR0.5bn 

impairment charge associated with discontinuation of a pipeline product 

(Conjugated Estrogen). Excluding one-offs, SG&A spend was 29.2% of sales. 

 R&D expenditure was lower due to reduced investment in biosimilars following 

the completion of major funding for Abatacept biosimilar candidate. The R&D 

spends were directed towards complex generics, biosimilars, APIs and novel 

biologics with a focus on oncology, peptides and injectable drugs. 

 Strategic priority is to grow base business, focus on key pipeline assets such as 

semaglutide and Abatacept, and improve operational efficiency and productivity 

across the value chain.  

 Operating WC by end of the quarter at INR133.3bn. Net cash surplus stood at 

INR27.5bn.  

 FCF in Q2FY25 was INR10.5bn (USD118mn). RoCE for Q2FY26 was ~22%. 

 ETR at 22.2% (30% in Q2FY25) primarily due to favourable jurisdictional mix. 

 USD502mn hedged using combination of forward structure derivative contract 

scheduled to mature through Dec-26 at the rate of INR86.9/USD. It also has 

hedged RUB4.3bn at RUBINR of 1.03, with maturity due over next four months.  

Key products  

 Abatacept – Confident of submitting BLA for IV version by Dec-2025. Phase-III 

trial should be completed soon and filling is on track. Subcutaneous (SC) version 

development requires different tests but no separate trial. The company is 

expected to launch SC version in 2028 and is subject to the IP settlement. DRRD 

plans to file Abatacept SC from Bachupally unit as well as from its US CMO 

partner as back up. Bachupally unit is approved by EMA hence not worried about 

the approval in Europe. The US CMO would help DRRD in risk mitigation in case 

of compliance challenge at Bachupally, US tariffs or future capacity shortage. The 



 
 
 

 

DR REDDY'S LABS 

 

Nuvama Institutional Equities 

 

4 Nuvama Research is also available on www.nuvamaresearch.com, Bloomberg - NUVA, Thomson Reuters, and Factset 

company is assured that it will be able to launch SC version on day 1- of expiry. 

For the CMO, the tech transfer would take place from Bachupally.  

 Semaglutide in Canada: Expecting feedback from Health Canada in next few 

weeks. Canada market will be very competitive if multiple players get approval. 

 Semaglutide in other markets: DRRD is confident of launching all 12mn pens 

across 87 markets including in India, Brazil, Turkey and Latam if approvals come 

through. The company has also tied up with B2B partners their own launches in 

Asia and Latam regions. DRRD would initially work with the third-party fill-finish 

operator and will likely be ready with two cartridge lines at FTO-11 by 2H27. It 

plans to have a combined capacity up to 50mn in the future.  

 Semaglutide in India: The SEC under CDSCO has recommended approval to 

market the drug in India. The company has challenged the innovator’s patents 

and case in the high court. All hearings are completed but judge’s decision is 

awaited. DRRD is ready to appeal if decision is unfavourable. As of now, DRRD 

can launch in India only at expiration (Mar-26). The company requires a separate 

application for Wegovy generic in India 

 Denosumab: Received +ve CHMP opinion from EMA. 

 COYA-302: IND application for the treatment of patients with ALS is accepted. 

 Rituximab BLA: Received CRL due to form 483 at Bachupally biologics facility, 

DRRD is actively addressing these observations. Rituximab was strategically 

chosen to initiate the USFDA regulatory processes early. This is helping the 

company anticipate and address potential issues for Bachupally. Management 

remains confident about eventual approval of the product. 

North America 

 Revenue: USD373mn, down YoY/QoQ due to gRevlimid price erosion. Launched 

seven new products in Q2FY26, but few products have become competitive.  

 Price erosion: Currently stable on the base products. Newer launches may face 

erosion as they have not exhausted their potential erosion.  

 gRevlimid: While it witnessed price erosion, the company is still expecting small 

revenue contribution in Q3FY26 as well. 

 Overall pipeline includes ~100 products of which 20 are complex generics. 

 No certainty on tariffs on biologics.  

 Base business down due to competition and price erosion across ~5 products.  

India  

 Revenue grew 13% YoY on the back of 11 new product launches during the 

quarter, 5% price growth and higher volumes. Price growth is expected to be in 

the same range going ahead. The company has improved its rank to 9th in 

September and continues to outperform the IPM.  

 Novel GI drug launches: 1) PCAB (Tegoprazan) - for acid-related GI diseases and 

2) Colozo (Linaclotide) - for chronic constipation management in adults. 

 GST rate changes: no a significant impact. 

 Stugeron: Acquired Stugeron and related brands from Janssen Pharmaceuticals 

for USD50mn. The portfolio has sales of ~INR1bn (majority sales are in India)  
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 Tocilizumab: only for Indian market. 

Europe 

 Europe: Revenue stood at USD135mn due to 8 new launches across markets.  

 Has also launched Bevacizumab and Rituximab in multiple countries; will also 

expand these products to other countries going forward. Denosumab and 

Abatacept are key future products in Europe.  

 Key growth drivers in Europe would be NRT, biosimilars (Rituximab, Denosumab 

and bevacizumab) and replication of products from US portfolio.  

 NRT business:  Integration completed for two–third of the portfolio and in the 

next phase, it will integrate Southern Europe, Israel and Taiwan. Many emerging 

markets are still managed by Haleon under a fee arrangement; hence, DRRD’s 

direct investment in those markets isn’t yet visible. As DRRD gradually takes over 

these markets, fees paid to Haleon will reduce which increases margins and 

allows DRRD to start investing directly. DRRD is currently investing only in fully 

controlled markets like UK and Scandinavia, with two more waves pending, and 

early results have already exceeded expectations in growth and margins. 

Emerging markets  

 Revenue grew 14% YoY/18% QoQ driven by 24 new product launches across 

markets and aided by favourable FX movement.  

 Russia: Revenue grew 13% YoY/ 18% QoQ in cc terms. 

 EM business growth drivers: Biologics, legacy brands and some acquisitions in 

Russia. 

Manufacturing facilities 

 Bachupally biologics unit: Bachupally biologics facility: Received 5 observations 

in Sep-2025 inspection. It’s a sterile plant and queries are related to the nature 

of the site. If current fill-finish line (FFM1) have further issues, an alternate line 

(FFM2) is available as backup. 

 Other facilities: 1) Mirfield, UK : 7 observations in Sep-2025 inspection, 2) VAI 

classification received at API facilities located at Srikakulam, CT0-5 

(Miryalaguda), and Middleburgh (New York) 

 GLP -1 facilities: CTO-6 will make GLP-1 API and it has potential to reach 800kg 

of capacity in future. Sufficient capacity exists to support submissions for all key 

peptides, including R&D projects. The company has created capacity not just for 

Semaglutide and Liraglutide, but also for 40+ under development peptides. Its 

strategy combines in-house production (FTO-11) and partner collaborations for 

every important product. 

Other updates  

 PSAI business: revenue grew 8% YoY and 13% QoQ. The company has filed 37 

DMFs globally. Peptides would be important growth driver going forward.  

 Lenacapavir: Working on this long acting HIV prevention tool for LMIC countries.  

 DRRD filed 37 DMFs globally in Q2FY26 taking the total to 49 for H1FY26. 

 INR/USD rate of 88.78. 
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 Revenue by segment (INR mn) 

Year to March  Q2FY26   Q2FY25  % change  Q1FY26  % change 

Global generics 78,498 71,576 9.7 75,620 3.8 

  North America (USD mn) 373 445 -16.2 400 -6.8 

  Europe 13,762 5,770 138.5 12,744 8.0 

India 15,780 13,971 12.9 14,711 7.3 

Russia 8,750 6,900 26.8 7,080 23.6 

CIS and Romania 2,340 2,100 11.4 1,950 20.0 

Russia and CIS 11,090 9,000 23.2 9,030 22.8 

ROW 5,460 5,600 -2.5 5,010 9.0 

PSAI 9,450 8,407 12.4 8,181 15.5 

Propr. products/Others 103 179 -42.5 1,651 -93.8 

Net Sales 88,051 80,162 9.8 85,452 3.0 

Source: Company 

 Ex-gRevlimid quarterly financials (INR mn) 

Ex-Revlimid adjustments  Q2FY26   Q2FY25   YoY (%)   Q1FY26   QoQ (%)  

Revenue 75,441 65,519 15.1  74,210 1.7  

Gross profit 40,574 34,590 17.3 38,509 5.4  

Gross margins 53.8 52.8   51.9   

EBITDA 14,391 9,944 44.7  11,945 20.5  

EBITDA margins 19.1 15.2   16.1   

PAT 9,818 4,234 131.9  7,489 31.1  

Source: Nuvama Research 

 Actuals versus estimates (INR mn) 

Year to March  Q2FY26   Q2FY25   YoY (%)   Q1FY26   QoQ (%)  
 Nuvama 

estimates  
 Deviation (%)   Consensus  

 Deviation 

(%)  

Net Revenue 88,051 80,162             9.8  85,452             3.0  88,099               (0.1) 87,062               1.1  

Cost of revenue 39,911 32,393          23.2  36,825             8.4  38,568                 3.5      

Gross profit 48,140 47,769             0.8  48,627            (1.0) 49,532               (2.8)   

Gross Margin (%) 54.7  59.6           (492) 56.9           (223) 56.2           (155.0)     

SG&A 26,436 23,007          14.9  25,647             3.1  25,108                 5.3    

R&D 6,202 7,271         (14.7) 6,244            (0.7) 7,048             (12.0)     

Total expenses 72,549 62,671          15.8  68,716             5.6  70,724                 2.6    

EBITDA Computed 21,957 22,390           (1.9) 21,501             2.1  22,023               (0.3) 21,577              1.8  

EBITDA margin (%) 24.9  27.9       (299.4) 25.2          (22.5) 25.0                (6.1) 24.8                 15  

Other (income)/exp -2,011 -60 3,251.7 -739         172.1  -352            470.7      

Depreciation  5,713  4,899         16.62  4,765            19.9  4,647.0               22.9    

EBIT 19,809 17,965          10.3  18,758             5.6  17,728              11.7      

Interest expense 774 1,555         (50.2) 1,570         (50.7) -1,526          (150.7)     

Share of profit to investees 63 61               -    2                -    60                 5.0    

Profit before tax 20,646 19,520             5.8  20,330             1.6  19,314                 6.9      

Less: Provision for Tax 4,082 5,752         (29.0) 4,951         (17.6) 4,828             (15.5)   

Reported Profit 14,268 13,415             6.4  14,096             1.2  14,485               (1.5) 13,975              2.1  

Adjusted Profit  15,114 12,946              17  14,178                 7  14,485                 4.3  13,975              8.2  

Adjusted Diluted EPS 18.1 15.5          16.7  17.0             6.6  17                 4.3      

Source: Company, Nuvama Research 
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 SotP-based target price (INR) 

Particulars INR 

FY27 : Core EPS 57.8 

Target PE 24 

Core business value 1,409 

Revlimid NPV 66 

TP 1,475 

Source: Company, Nuvama Research 

 Quarterly snapshot (INR mn) 

Year to March  Q2FY26   Q2FY25   % change   Q1FY26   % change   FY25   FY26E   FY27E  

Net Revenue 88,051 80,162 9.8  85,452 3.0  3,25,535 3,43,516 3,40,008 

Cost of revenue 39,911 32,393 23.2  36,825 8.4  1,35,107 1,56,597 1,60,098 

Gross profit 48,140 47,769 0.8  48,627 (1.0) 1,90,428 1,86,919 1,79,910 

Gross margin 54.7 59.6 (491.8) 56.9 (223.3) 58 54 53 

SG&A 26,436 23,007 14.9  25,647 3.1  93,870 99,687 93,668 

R&D 6,202 7,271 (14.7) 6,244 (0.7) 27,380 24,914 24,821 

Total expenses 72,549 62,671 15.8  68,716 5.6  2,56,357 2,81,198 2,78,587 

EBITDA Computed 21,957 22,390 (1.9) 21,501 2.1  86,236 86,350 82,630 

EBITDA margin (%) 24.9 27.9 (299.4) 25.2 (22.5) 26.5 25.1 24.3 

EBITDA Reported 23,511 22,804 3.1  22,784 3.2        

EBITDA margin (%) 26.7 28.4 (174.6) 26.7 3.9     

Other (income)/exp -2,011 -60 3,251.7  -739 172.1  -2,665 -3,430 -1,360 

Depreciation  5,713 4,899 16.6  4,765 19.9  17,058 18,588 19,849 

EBIT 19,809 17,965 10.3  18,758 5.6  71,843 65,749 62,781 

Financial income 1,681 2,312 (27.3) 2,400 (30.0) 7,553 6,687 9,068 

Financial expense -907 -757 19.8  -830 9.3  -2,829 -3,608 -8,582 

Interest expense/income 774 1,555 (50.2) 1,570 (50.7) 4,724 3,079 486 

Share of profit to investees 63 61  2  217 185 240 

Profit before tax 20,646 19,520 5.8  20,330 1.6  76,784 69,013 63,507 

Less: Provision for Tax 4,082 5,752 (29.0) 4,951 (17.6) 19,539 16,779 15,718 

Reported Profit (for company) 14,268 13,415 6.4  14,096 1.2  48,991 45,897 39,122 

Adjusted Profit  15,114 12,946 16.7  14,178 6.6  54,828 53,326 48,190 

No. of Diluted shares outstanding 834 834   834   834 834 834 

Adjusted Diluted EPS 18.1  15.5  16.7  17.0  6.6  65.7  63.9  57.8  

                  

as % of revenues         

Cost of revenue 45.3 40.4 491.8 43.1 223.3 41.5 45.6 47.1 

SG&A 30.0 28.7 132.3 30.0 1.0 28.8 29.0 27.5 

R&D 7.0 9.1 -202.7 7.3 -26.3 8.4 7.3 7.3 

Total operating expenses 82.4 78.2 421.4 80.4 198.0 78.7 81.9 81.9 

Gross profit 54.7 59.6 -491.8 56.9 -223.3 58.5 54.4 52.9 

Operating profit 22.5 22.4 8.6 22.0 54.6 22.1 19.1 18.5 

Net profit  16.2 16.7 -53.1 16.5 -29.2 15.0 13.4 11.5 

Tax rate 19.8 29.5  (969.6) 24.4  (458.2) 25.4  24.3  24.7  

Source: Company, Nuvama Research 
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 DRRD continues to trade below its long-term average P/E as limited period earnings from gRevlimid are set to end soon 

 

Source: Nuvama Research, Bloomberg 
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Company Description  

Dr Reddy’s is one of the largest Indian generic companies in the world with presence 

in more than 40 countries. The US is its largest market, contributing 40% of its 

revenues. It has one of the largest complex generic portfolios among Indian generic 

players, which has enabled it to become a prominent generic player in the US. Russia 

and India are the two other key geographies, where it has significant presence. Apart 

from strengths in developing niche generic products, vertical integration into APIs 

has enabled it to become a global generic powerhouse. It operates 30 facilities (10 

US FDA approved) and is actively supported by an extensive R&D programme. It also 

has a deep biosimilar pipeline.  

Investment Theme  

We see that Dr. Reddy’s (DRRD) is fully prepared to minimise Revlimid IP expiry 

impact by increased organic spend on developmental assets and by acquisition of 

NRT business. Dr. Reddy’s plans to launch 1) Semaglutide in Canada in Jan-26, 2) 

Abatacept biosimilar in FY27E. In India DRRD can benefit from vaccine distribution, 

Nestle JV, launches of in-licensed products and field force expansion. European 

business can benefit from biosimilar launches, NRT business growth and facility 

expansions. With expiry of Revlimid coming close, we reckon DRRD’s proactive 

measures shall mitigate large part of the expected EBITDA impact that was 

dependent on gRevlimid. 

Key Risks 

 Delay in approval of key complex products  

 Higher price erosion/competition in the US products  

 Failure to obtain approvals for biosimilars and delays in ramp-up of proprietary 

pipeline  

 Currency fluctuation 
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Additional Data    
Management 

Chairman K Satish Reddy 

Co Chairman and MD GV Prasad 

CEO Mr. Erez Israeli 

CFO M V Narasimham 

Auditor  S.R. Batliboi & Associates LLP 
 

Holdings – Top 10* 
% Holding  % Holding 

ICICI Pru AMC 4.39 PPFAS 1.45 

Blackrock 2.94 Mirae 1.29 

Vanguard 2.67 First Sentier I 1.12 

Nippon Life 1.91 UTI AMC 0.92 

SBI Funds 1.47 Norges 1.06 

*Latest public data 

 

Recent Company Research 
Date Title Price Reco 

23-Jul-25 
Misses numbers; new drivers in 
place ; Result Update 

1,247 Buy 

18-Jul-25 
Converting gRevlimid cash to new 
trigger; Visit Note 

1,263 Buy 

10-May-25 
Mixed results; margins fall short; 
Result Update 

1,155 Buy 

 

 

Recent Sector Research 
Date Name of Co./Sector Title 

23-Oct-25 Cipla  
Eli Lilly deal: A weighty growth 
affair;  Company Update 

07-Oct-25 Pharmaceuticals  
Q2FY26: A low-key quarter for 
pharma;  Sector Update 

01-Oct-25 Pharmaceuticals  
Pfizer-US deal provides temporary 
relief;  Sector Update 

 

 

Rating and Daily Volume Interpretation 

 
Source: Bloomberg, Nuvama research 

 

Rating Rationale & Distribution: Nuvama Research 

Rating 
Expected absolute returns  

over 12 months 
Rating Distribution 

Buy 15% 205 

Hold <15% and >-5% 68 

Reduce      <-5% 37 
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DISCLAIMER    
  
Nuvama Wealth Management Limited  (defined as “NWML” or “Research Entity”) a company duly incorporated under the Companies Act, 1956 (CIN No L67110MH1993PLC344634) having 
its Registered office situated at 801- 804, Wing A, Building No. 3, Inspire BKC, G Block, Bandra Kurla Complex, Bandra East, Mumbai – 400 051 is regulated by the Securities and Exchange 
Board of India (“SEBI”) and is licensed to carry on the business of broking, Investment Adviser, Research Analyst and other related activities. Name of Compliance officer: Mr. Abhijit Talekar, 
E-mail address: researchcompliance@nuvama.com Contact details +91 9004510449 Investor Grievance e-mail address- grievance.nwm@nuvama.com 
 
This Report has been prepared by NWML in the capacity of a Research Analyst having SEBI Registration No.INH000011316 and Enlistment no. 5723 with BSE and distributed as per SEBI 
(Research Analysts) Regulations 2014. This report does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any 
transaction. Securities as defined in clause (h) of section 2 of the Securities Contracts (Regulation) Act, 1956 includes Financial Instruments and Currency Derivatives. The information 
contained herein is from publicly available data or other sources believed to be reliable. This report is provided for assistance only and is not intended to be and must not alone be taken 
as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this report should make such investigation as it deems 
necessary to arrive at an independent evaluation of an investment in Securities referred to in this document (including the merits and risks involved), and should consult his own advisors 
to determine the merits and risks of such investment. The investment discussed or views expressed may not be suitable for all investors. 
 
This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or redistributed or passed on directly or 
indirectly in any form to any other person or published, copied, in whole or in part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or 
entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation 
or which would subject NWML and associates, subsidiaries / group companies to any registration or licensing requirements within such jurisdiction. The distribution of this report in certain 
jurisdictions may be restricted by law, and persons in whose possession this report comes, should observe, any such restrictions. The information given in this report is as of the date of 
this report and there can be no assurance that future results or events will be consistent with this information. This information is subject to change without any prior notice. NWML 
reserves the right to make modifications and alterations to this statement as may be required from time to time. NWML or any of its associates / group companies 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. NWML is committed to providing independent and 
transparent recommendation to its clients. Neither NWML nor any of its associates, group companies, directors, employees, agents or representatives shall be liable for any damages 
whether direct, indirect, special or consequential including loss of revenue or lost profits that may arise from or in connection with the use of the information. Our proprietary trading and 
investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein. Past performance is not necessarily a guide to future performance 
.The disclosures of interest statements incorporated in this report are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in 
the report. The information provided in these reports remains, unless otherwise stated, the copyright of NWML. All layout, design, original artwork, concepts and other Intellectual 
Properties, remains the property and copyright of NWML and may not be used in any form or for any purpose whatsoever by any party without the express written permission of the 
copyright holders. 
  
NWML shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including network (Internet)  reasons or snags in the system, 
break down of the system or any other equipment, server breakdown, maintenance shutdown, breakdown of communication services or inability of the NWML to present the data. In no 
event shall NWML be liable for any damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the 
data presented by the NWML through this report. 
 
We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers s imultaneously, not all customers may receive this report at the 
same time. We will not treat recipients other than intended recipients as customers by virtue of their receiving this report.  
 
NWML and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to time, have long or short positions in, and buy or sell the 
Securities, mentioned herein or (b) be engaged in any other transaction involving such Securities and earn brokerage or other compensation 
 or act as a market maker in the financial instruments of the subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or have other 
potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of publication of research report or at the time of public 
appearance. (c) NWML may have proprietary long/short position in the above mentioned scrip(s) and therefore should be considered as interested. (d) The views provided herein are 
general in nature and do not consider risk appetite or investment objective of any particular investor; readers are requested to take independent professional advice before investing. This 
should not be construed as invitation or solicitation to do business with NWML  
NWML or its associates may have received compensation from the subject company in the past 12 months. NWML or its associates may have managed or co-managed public offering of 
securities for the subject company in the past 12 months. NWML or its associates may have received compensation for investment banking or merchant banking or brokerage services 
from the subject company in the past 12 months. NWML or its associates may have received any compensation for products or services other than investment banking or merchant banking 
or brokerage services from the subject company in the past 12 months. NWML or its associates have not received any compensation or other benefits from the Subject Company or third 
party in connection with the research report. Research analyst or his/her relative or NWML’s associates may have financial interest in the subject company. NWML and/or its Group 
Companies, their Directors, affiliates and/or employees may have interests/ positions, financial or otherwise in the Securities/Currencies and other investment products mentioned in this 
report. NWML, its associates, research analyst and his/her relative may have other potential/material conflict of interest with respect to any recommendation and related information and 
opinions at the time of publication of research report or at the time of public appearance.  
 
Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) exchange rates can be volatile and are subject to large fluctuations; ( 
ii) the value of currencies may be affected by numerous market factors, including world and national economic, political and regulatory events, events in equity and debt markets and 
changes in interest rates; and (iii) currencies may be subject to devaluation or government imposed exchange controls which could affect the value of the currency. Investors in securities 
such as ADRs and Currency Derivatives, whose values are affected by the currency of an underlying security, effectively assume currency risk. 
 
Research analyst has served as an officer, director or employee of subject Company in the last 12 month period ending on the last day of the month immediately preceding the date of 
publication of the Report.: No 
 
NWML has financial interest in the subject companies: No 
 
NWML’s Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of 
research report. 
 
Research analyst or his/her relative may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of 
publication of research report 
 
NWML has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of research report: No 
 
Subject company may have been client during twelve months preceding the date of distribution of the research report. 
 
There were no instances of non-compliance by NWML on any matter related to the capital markets, resulting in significant and material disciplinary action during the last three years. 
A graph of daily closing prices of the securities is also available at www.nseindia.com 
 
Artificial Intelligence (“AI”) tools may have been used (i) during the information gathering stage for compiling or collating the data from-(a) publicly available data sources; (b) databases to 
which NWML subscribes; and (c) internally generated research data, and/or (ii) for compiling summaries of the report. 
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Analyst Certification: 
The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal v iews about the subject company or companies and its or their 
securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.  
 
Additional Disclaimers 
 
Disclaimer for U.S. Persons 
This research report is a product of NWML, which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report 
is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. 
broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among other 
things, communications with a subject company, public appearances and trading securities held by a research analyst account. 
 
This report is intended for distribution by NWML only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and 
interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified 
above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which 
is not the Major Institutional Investor. 
 
In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major 
Institutional Investors, NWML has entered into an agreement with a U.S. registered broker-dealer, Nuvama Financial Services Inc. (formerly Edelweiss Financial Services Inc.) ("NFSI"). 
Transactions in securities discussed in this research report should be effected through NFSI. 
 
Disclaimer for U.K. Persons 
The contents of this research report have not been approved by an authorised person within the meaning of the Financial Services and Markets Act 2000 ("FSMA").  
 
In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional experience in matters relating to investments falling within 
Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the “Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and 
unincorporated associations); and (c) any other persons to whom it may otherwise lawfully be communicated (a ll such persons together being referred to as “relevant persons”). 
 
This research report must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this research report relates is available 
only to relevant persons and will be engaged in only with relevant persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents. 
This research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other person.  
 
Disclaimer for Canadian Persons 
This research report is a product of NWML, which is the employer of the research analysts who have prepared the research report.  The research analysts preparing the research report 
are resident outside the Canada and are not associated persons of any Canadian registered adviser and/or dealer and, therefore, the analysts are not subject to supervision by a Canadian 
registered adviser and/or dealer, and are not required to satisfy the regulatory licensing requirements of the Ontario Securities Commission, other Canadian provincial securities regulators, 
the Investment Industry Regulatory Organization of Canada and are not required to otherwise comply with Canadian rules or regulations regarding, among other things, the research 
analysts' business or relationship with a subject company or trading of securities by a research analyst. 
 
This report is intended for distribution by NWML only to "Permitted Clients" (as defined in National Instrument 31-103 ("NI 31-103")) who are resident in the Province of Ontario, Canada 
(an "Ontario Permitted Client").  If the recipient of this report is not an Ontario Permitted Client, as specified above, then the recipient should not act upon this report and should return 
the report to the sender.  Further, this report may not be copied, duplicated and/or transmitted onward to any Canadian person. 
 
NWML is relying on an exemption from the adviser and/or dealer registration requirements under NI 31-103 available to certain international advisers and/or dealers.  Please be advised 
that (i) NWML is not registered in the Province of Ontario to trade in securities nor is it registered in the Province of Ontario to provide advice with respect to securities; (ii) NWML's head 
office or principal place of business is located in India; (iii) all or substantially all of NWML's assets may be situated outside of Canada; (iv) there may be difficulty enforcing legal rights 
against NWML because of the above; and (v) the name and address of the NWML's agent for service of process in the Province of  Ontario is: Bamac Services Inc., 181 Bay Street, Suite 
2100, Toronto, Ontario M5J 2T3 Canada. 
 
Disclaimer for Singapore Persons 
In Singapore, this report is being distributed by Nuvama Investment Advisors Private Limited (NIAPL) (Previously Edelweiss Investment Advisors Private Limited ("EIAPL")) (Co. Reg. No. 
201016306H) which is a holder of a capital markets services license and an exempt financial adviser in Singapore and (ii) solely to persons who qualify as "institutional investors" or 
"accredited investors" as defined in section 4A(1) of the Securities and Futures Act, Chapter 289 of Singapore ("the SFA"). Pursuant to regulations 33, 34, 35 and 36 of the Financial Advisers 
Regulations ("FAR"), sections 25, 27 and 36 of the Financial Advisers Act, Chapter 110 of Singapore shall not apply to NIAPL when providing any financial advisory services to an accredited 
investor (as defined in regulation 36 of the FAR. Persons in Singapore should contact NIAPL in respect of any matter arising from, or in connection with this publication/communication. 
This report is not suitable for private investors. 
 
Disclaimer for Hong Kong persons 
This report is distributed in Hong Kong by Nuvama Investment Advisors (Hong Kong) Private Limited (NIAHK) (Previously Edelweiss Securities (Hong Kong) Private Limited (ESHK)), a licensed 
corporation (BOM -874) licensed and regulated by the Hong Kong Securities and Futures Commission (SFC) pursuant to Section 116(1) of the Securities and Futures Ordinance  “SFO”. This 
report is intended for distribution only to “Professional Investors” as defined in Part I of Schedule 1 to SFO. Any investment or investment activity to which this document relates is only 
available to professional investor and will be engaged only with professional investors.”  Nothing here is an offer or solicitation of these securities, products and services in any jurisdiction 
where their offer or sale is not qualified or exempt from registration. The report also does not constitute a personal recommendation or take into account the particular investment 
objectives, financial situations, or needs of any individual recipients.   The Indian Analyst(s) who compile this report is/are not located in Hong Kong and is/are not licensed to carry on 
regulated activities in Hong Kong and does not / do not hold themselves out as being able to do so. 
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PERFORMANCE OF NWML OR PROVIDE ANY ASSURANCE OF RETURNS TO INVESTORS AND CLIENTS. 

 

 

 Abneesh Roy 

 Head of Research Committee 

 Abneesh.Roy@nuvama.com  

 

  

 


		2025-10-26T00:02:34+0530
	ABNEESH KUMAR ROY




