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2 THE SMART INVESTOR 

DRL's cancer drug a 
bitter pill for growth 
Analysts divided on firm's prospects after ‘Revlimid’ sales decline 

SHIVAM TVAGI 
NewDelhi, 24 January 

r Reddy’s Laboratories’ 
D (DRLS) share price plunged 

6.66 per cent to 31,203.50 
apiece, its intraday low, on the NSE 
on Friday as analysts differed on the 
company’s growth outlook after its 
December quarter (Q3) results. 

DRLs Q3 performance was 
viewed as subdued by some analysts 
when they adjusted it for one-time 
grants and incomes that the com- 
‘pany received during the quarter. 

Adjusted for these items, reve- 
nue, earnings before interest, taxes, 
depreciation and ammortisation 
(Ebitda) and profit after tax (PAT) 
‘missed consensusestimates by 3 per 
cent, 5 per cent and 10 per cent 
respectively, analysts at Nuvama 
Institutional Equitiessaid ina report. 

Dr Reddy’s Lab reported a gov- 
emment grant of 380 crore and a 
one-time payment income of T30 
crore from DFD29 drug, offsetting 
the impact of a 41 per cent year-on 
year (Y-0-Y) fall in other income due 
to foreign exchange loss. 

The company’s revenue gained 
from consolidation of the vaccine 
business in India and nicotine 
replacement therapy (NRT) business 
in Europe. 

However, US sales were flat due 
to market share loss in its star per- 
former Revlimid, acancer drug, and 
high competition in legacy products 
such as Suboxone, Vascepa and 
Ciprodex. 

The management expects to 
maintain the multiple myeloma 
drug, Revlimid’s run-rate until 
September 2025 in the US following 
which it sees a decline. 

‘Uncertainty beyond Revlimid 

While some trust DRLs potential to 
arrest Revlimid’s fall by new drug 
launches in the US, others have 
either remained neutral or cutearn- 
ings estimates, doubting that the 
launches can fill the gap. 

Analysts at HDFC Securities 
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stated that beyond Revlimid, there 
s not enoughimmediate pipelineto 
sustain growth and margin momen- 
tum for DRL. 

The brokerage slashed its earn- 
ings per share (EPS) estimates by 1 
percent for FY25 and FY26 and low- 
ered its target to 1,280, with a 
“reduce” call. 

Similarly,  Jefferies  also 
maintained its “underperform’” call 
and sliced target to L,170, pressing 
on incremental competition in key 
products and higherselling expens- 
es. Meanwhile, HSBC maintained a 
“hold’ at a target of1,250 per share, 
and CITI retained ‘sell rating, reduc- 
ingthe target price to 21,100, accord- 
ingtoreports. 

‘Motilal Oswal slashed DRL earn- 
ings estimates by 5 per cent and 3 
per cent for FY26 and FY27, respec- 
tively, estimating a slow pick-up in 

newlaunches inthe US market. 
This led to growth beyond 

Revlimid and price erosion in the 
base portfolio. The brokerage 
remained ‘neutral’on the stockwith 
a target of,330. 

On the other hand, analysts at 
Nuvama Institutional Equities and 
JM Financial have backed Dr 
Reddy’s plan to make up for 
Revlimid's sales beyond FY27. 

The pharma company is 
expected to bring several products 
in FY26 and F27, including Venofer, 
Sprycel, Premarin, Denosumab, 
Orencia, and Semaglutide in 
Canada. Additionally, the company 
continues to guide for 25 per cent 
Ebitda margins for FY25, said ana- 
lystsat Nuvama. 

Those at JM Financial agreed, 
stating that the Street is under- 

appreciatingtheSemaglutideoppor- 
tunity in Canada as well as 18 other 
marketswhichwill open up fromecal- 
endar year2026. 
DRLis best placed amonggeneric 

players to benefit from this, coupled 
with its attractive valuation among 
largecap peers, they said. 

JM Financial maintained its esti- 
mates and ‘buy’ rating with a target 
0f%1,723. Nuvama, too, gave a ‘buy’ 
call with a reduced target of 1,533 
pershare. 

Q3 financial print 

DRL reported a 2.5 per cent Y-0-Y 
increase in consolidated net profit 
for Q3FY25at1413crore. It wasdriv- 
en by its recently-acquired NRT port- 
folio and strong performance in 
European and emerging markets. 

Revenue rose 16 per cent to a 
record ¥8,358.6 crore, while sequen- 
tially profit and revenue grew by 13 
‘per cent and 4 per cent, respectively. 

Ebitda for the quarter stood at 
2,298 crore, up 89 per cent Y-0Y, 
though the Ebitda margin declined 
0275 per cent from 29.3 per cent. 

At close, the company stock fell 
4.90 per cent at 31,224.70, against 
Nifty50’s drop of 049 per cent 
at23,092.20. 

Aditya Birla Sun Life 
Insurance Company Limited 
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ASSESSING FUND PERFORMANCE 

Runthe numbers, then 
doqualitative checks 
SANJAY KUMAR SINGH & KARTHIK JEROME intoaccount volatility,” says " 0 

Kaustubh Belapurkar, director- ur:['e";is;flfrmf:‘a"“'d 
TheSecuritiesand Exchange managerresearch, Momingstar e e 
Board ofIndia(Sebi) recently InvestmentResearchIndia. 
issuedacircular directing ) recent performance 
mutual fund housestodisclose | Rollingreturns mThey mustavoid 
the informationratio,ameasure | Rolling retumnsaddressthe bias AT 
of isk-adjusted return, forall inherentin trailingreturnsby between funds unfess 
equity-orientedschemes.The | calculatingreturnsover 
objective, accordingto Sebi, isto 
offeramore comprehensive 
measureofascheme’s 
performance. Letustum tothe 
key measuresinvestorsshould 
useto evaluate performance. 

Trailingreturn 

multiple periods. A fundsthree- 
orfive-year retun rolleddaily 
could becalculated over 10years 
and compared againstsimilar 
figuresforitsbenchmark. 

“This exercisewilltellyou 
what percentage of timesthe 
fund hasbeatenitsbenchmark. 

RED FLAGS 
M |nvestors often select 
funds based solelyon 
one-year performance 

mightbelongto 
categories that don't 

appetite 

those funds late when 
returns have already 
peaked 

orinvestmentstyle) 

volatility. “Ifthe journey 
becomestooturbulent, 

M Recentoutperformers 

matchthe investor's risk 

M nvestors may enter 

there is a material change 
(e.g., inthe fund manager 

investorstendtoexitafund,” 

standard deviation ofthe 
‘portfolio. A higher Sharpe ratio 
indicatesbetter performance 
perunitofvolatility. 

® Sortinoratio: The Sortino 
ratio focuses solely on downside 
risksinceitisthedownside, not 
upside, deviation that hurts 
investors. The numerator 
containsthe portfolioreturn 
minustherisk-freerate. Thisis 
divided by thedownside 
deviation (thestandard 
deviation ofnegativereturns,or 
returns below adefined thres— 
hold, typicallythe risk-freerate). 

® Informationratio: The 
numeratorcalculates the alpha, 
orafund’soutperformancevis- 
a-visitsbenchmark. The 
denominatorcalculatesthe 
tracking erroror the standard 
deviation ofthe difference 
between the fundand 
benchmarkreturns. 

Limits of quant metrics 

Relyonmultiple metricsto 
derive aholistic picture of 
performance. Also, compare a 
fund’s performancewithits 
category peersorthe 
appropriatebenchmark. 
Belapurkar recommendsusing 

Thisisthemostcommonlyused | Ifthatfigureishigh,itamounts | saysRaghaw.Measuresofrisk- | qualitativemetricstonarrow 
performance metric. “Itiseasy | toagood performance;” says adjusted retumsevaluate the down options, then 
tounderstandandiscommonly | Raghaw. Next,thefund's return afund managerhas supplementingwith qualitative 
available. Ittellsyouthatifa averageofallthesedatapoints | generated perunitofrisk. evaluation. “Numbersdonot 
fund hasnot beatenits shouldbecompared with the “Thesemeasurestell you:Ifa revealchangesinfund 
benchmarkover asufficiently averageforthebenchmark. fund has delivered ahigher management, styledeviations, 
longhorizon, youshouldnotbe | “Rollingreturnisaphenomenal | return, isitbecausethefund etc.”hesays. 
invested init,”saysDeepesh waytoassessafund's managertookadditional risk, or Raghawsuggestschecking 
Raghaw, aSebi-registered performance.”says Raghaw. didshe deliveragood return fundsize andthefund 
investmentadviser. However,accessingthisdata | withminimal risk?”says manager’stenure: Past returns 

Thismetric, however, suffers | canbedifficult forretail Belapurkar.Several measuresof | are meaninglessifdeliveredby 
fromstartandendpointbias. If | investorsasitisusuallyavailable | risk-adjusted returnexist: adifferent fund manager. 
the marketwasatahighatthe onpaid platforms. ® Sharperatio: Whilethe Belpurkaradvises checkingthe 
startandatalowattheendof o numeratorcontainsthefunds | strengthofthe fund manage— 
the period, trailing returns will Risk-adjusted returns return minusarisk-freerate,the | mentteam, andensuringit 
appear poor. “Italsodoesn'ttake ‘While returns matter,so does denominator containsthe follows aconsistent process. 

Understand switching costs in MF plans to avoid unnecessary expenses 
Mutual fund investors 
often overlooka crucial 
aspect that can signifi- 

ring investment, either 
partially or fully, from 
onescheme to another 

cantly impact thefr within the same fund 
investment returns: house. Alternatively, 
switching costs. you can move your 

. o money between two 
What is aswitchin funds of different fund 
mutual funds? houses, a process 

referred to as switch-in 
and switch-out. 

Switching in mutual 
funds refers to transfer- 

Benefits of switching | market conditions adjustments. For exam- 
mutual funds Switching funds strate- | ple, nearing retirement, 
m Asset rebalancing gically can help you ‘you might prioritise 
Asset rebalancing capitalise on market capital preservation 
allows you to adjust trends. over growth. 
‘your portfolio to main- m Realigning invest- W Points to remember 
tain a specific alloca- ‘ments with changing Switching costs also 
tion that aligns with goals include exitloads and 
your financial goalsand | As your financialgoals | capital gains taxes, 
risk tolerance. evolve, your investment | which significantly 
m Takingadvantage of | strategy may need impacts your returns. 

Read full report here: mybs.in/2ek16wi COMPILED BY AYUSH MISHRA 
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[Regulation 52 (8) read with Regulation 52 (4) of the Listing Regulations] 
(Amounts in lakhs of Indian Rupees) 

Quarter ending Quarter ending  |Nine months ending Year Ended 

Sr. No. particulars 31 Dec, 2024 31 Dec, 2023 31 Dec, 2024 31 Mar, 2024 

(Audited) (Audited) (Audited) (Audited) 

1 Premium Income (Gross) (Refer note (b)) 490,958 424,157 1,349,476 1,713,323 

2 Net Profit / (Loss) for the period (before tax, Exceptional and / or Extraordinary items¥) 3,050 5,368 6,928 20,026 

3 Net Profit / (Loss) for the period before tax (after Exceptional and / or Extraordinary items*) 3,050 5,368 6,928 20,026 

(Refer note (c)) 

Net Profit / (Loss) for the period after tax (after Exceptional and / or Extraordinary items®) 2,446 5,067 6,034 18,515 

5 Total Comprehensive income for the period [Comprising Profit / (Loss) for the period (after tax) NA NA NA NA 

and Other Comprehensive Income (after tax)] Refer note (d)) 

6 Equity Share Capital (as at date) 201,959 198,651 201,959 198,651 

7 Reserves (excluding Revaluation Reserve) as shown in the Audited Balance Sheet (Refer note (e)) 189,686 139,032 189,686 146,936 

8 Securities Premium Account 100,262 72,470 100,262 72,470 

9 Net Worth 391,520 338,822 391,520 347,503 

10 Paid up Debt Capital / Outstanding Capital 130,000 75,000 130,000 75,000 

n Outstanding Redeemable Preference Shares NA NA NA NA 

12 Earning Per Share (Basic), Face Value of Rs. 10 (in Rs.) 012 0.26 0.30 0.94 

(not annualized for the quarter) 

13 Earning Per Share (Diluted), Face Value of Rs.10 (inRs.) 012 0.26 030 0.94 

(not annualized for the quarter) 

14 Debt Equity Ratio (as at date) (no of times) 033 0.22 033 0.22 

15 Capital Redemption Reserve (as at date) 6,829 6,829 6,829 6,829 

16 Debenture Redemption Reserve (as at date) 13,000 7,500 13,000 7,500 

17 Debt service coverage ratio (no of times) 265 5.40 269 6.16 

18 Interest service coverage ratio (no of times) 265 5.40 269 6.16 

Note: 
a) Theabove is an extract of the detailed format of Quarterly / Yearly Financial Results filed with the Stock Exchanges under Regulation 52(4) of the SEBI (Listing and Other Disclosure 

Requirements) Regulations, 2015. The full format of the Quarterly / Yearly Financial Results are available on the Stock Exchange websites (www.nseindia.com and www.bseindia.com) ) For and on behalf of and the Company's website https://lifeinsuranceadityabiriacapital.com) " 
b) Premium income s gross of reinsurance and net of GST. the Board of Directors 
) Net Profit / (Loss) before tax, for the period is Profit before tax as appearing in Profit and Loss Account (Shareholders' Account). 
d) Lineitem No. 5 would be disclosed when Ind-AS becomes applicable for Insurance Companies. Kamlesh Rao 
&) Reserves are shown excluding Revaluation reserve and fair value change account Managing Director & CEQ 
f) #-Exceptional and / or Extraordinary items adjusted in the statement of Policyholders' and Shareholders' account with Ind-AS Rules / AS Rules, whichever is applicable. (DIN: 07665616) 

Mumbai, January 24, 2025 

“The Trade Logo “Aditya Birla Capital” Displayed Above Is Owned By ADITYA BIRLA MANAGEMENT CORPORATION PRIVATE LIMITED (Trademark Owner) And Used By ADITYA BIRLA SUN LIFE INSURANCE COMPANY LIMITED (ABSLI) under the License.” 
Aditya Birla Sun Life Insurance Company Limited. Registered Office: One World Centre Tower 1, 16th Floor, Jupiter Mill Compound, 841, Senapati Bapat Marg, Elphinstone Road, Mumbai - 400013, IRDAI Reg No109. Call Centre: 1-800-270-7000 
Website: https:/lifeinsurance adityabirlacapitalcom  CIN: U99999MH2000PLC128110 INF/1/24-25/2777 
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