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Ladies and gentlemen, good day and welcome to the Lupin Limited Q2 FY19 Eamings
Conference Call. As a reminder, all participant lines will be in the listen-only mode and there
will bean opportunity for you to ask questions after the presentation concludes. Should you need
assistanceduring the conference call, please signal an operator by pressing <*’ then 0’ on your
touchtone phone. Please note that this conferenceis being recorded. I now hand the conference
overto Lupin Management. Thank youand overto you.

Good afternoon, friends. It's my pleasure to connect with you once again for the quarter's
performance.

Before | giveyouabriefoutline, let me introduce my colleagues who arearound thetable We
have Vinita, Nilesh, Ramesh, and Alok Sonig - who recently joined us as the CEO of US
Generics. Wealso have Sunil, Rajeev Sibal, Naresh, Rajiv Pillaiand Arvind. So, weareall here
to answer your questions.

You would havealready seen theresults forthequarter. We have been speaking over last few
quartersthat there have been very challenging times especially in the US. However, it appears
likesemblance of stability is now slowly comingin. Itisslow butsteady and wedo hopeto see
furtherimprovement in the coming quarters.

As regards the performance, you would have noticed that the sales have grown on asequential
basis and are flat on corresponding YoY basis. Our EBITDA margin stayed around 20% this
quarterat 20.1%. Wehave been guiding to 18%to 20% EBITDA margin for theyear and | think
the team is confident that we would maintain that during the year. Also, I think some of the
pressure that we saw in the Glumetza and Fortamet franchise is slowly getting addressed now
with stability coming inthe market on prices and the growth in business.

To takeyou through some of thedetails ofthefinancials, I will hand over to Ramesh who will
sharewith youthefinancial analysis oftheresults.

Thank you Dr. Sharma. As Dr. Sharma was saying, results were in line with our expectations.
Wehavebeen sayingthatthis particularyear couldbeadifficult year. It was adifficult year last
year as well, but the turbulence still continues in some ways, though there are green shoots
visible. The good thing about this particular quarter was that there was sequential growth visible
acrossall our major markets. We saw growth in America, Japan, Philippines, South Africaand
Indiafor sure. In the larger picture, it was also aided by very favorable forex tailwinds tha
contributed tremendously and that's one good reason why we saw improvement on the gross
margin front. This cascaded to the EBITDA front also, however there was an impact offorex on
theexpenses front as well. To that extent the gross margin increase was pared down as it came
down tothe EBITDA level.
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On anotherfront, wecontinueto spend on Solosec because these are still early days. We spent
about US$12 - $13 million this quarter, in addition to the US $12-$13 million that we spentin
thefirst quarter. This obviously impactsthe EBITDA, and youwould noticethat the EBITDA
improvement isdespite the fact that wehave had this increase on that score. Wedo expect the
second halfofthe year to be better. It's going to be aided by the fact that we could have the
gRanexa launch, potential ramp up on Solosecand the onsetofthe flu season. It's also pertinent
to talk about the EBITDA improvement measures that we have been undertaking. A lot of
emphasis today is on cost cutting, because that's something which is in our hands. We on the
previous occasions, spoke about the fact that we are working with world-class consultants to
bring alot ofimprovementson that score. Alot ofprogress has been made on that front in the
last 5 months, buttheresults areyet to unfold. It's still early days, but wedo expect that it will
come through over time. We are working on procurement excellence - on the manufacturing
frontand various components out there, and on R&D productivity. Weare very confident that
therewill beresultscoming in over the next several quarters.

Onelast word ontheeffective tax rate, because after the resultspeople have been calling me and
asking me why the effective tax rate for the first halfis very high. It’s because that there are
losses in someofoursubsidiaries. Whilst we pay anormal 26%tax in India, we have losses in
othersubsidiaries which should compress the overall PBT and that'swhy youwill find the tax
rate to beshootingup.

With that Iwould hand it overto Vinitato say afew words aboutthe American market.

Sure. As Ramesh and Dr. Sharma have already covered the overall revenue and profit
performance, lwouldadd ontheUS front. We saw 5% QoQ growth this quarter aided by forex
ofcourse, butalso the base business grew 3% in local currency terms led by the generic business.
The brand business witnessed some pressure, as you would recall in the last quarter we had a
genericto Metherginethatfully played outin Q2. So, the brand businesswas rather down QoQ,
while the generic business was up primarily led by existing products, as we really didn't have
any material new product launch during the quarter. It was primarily based on additiona
business that we picked up as a result of some supply-chain issues of peers and we are seeing
more and more ofthese situations. It's actually a healthy sign as far as we are concerned. The
US market isgonethroughalot ofpressureoverthelast coupleofyears, but weare starting to
see some level of stabilizationand moderationin priceerosion setting in. In the last year or so,
we have seen companies like Mylan, Teva get out of multiple products in their portblio
presumably because they had reached a threshold below which it was not feasible for themto
continue to manufacture the product. So, we are seeing this supply disruption more and more
which is avery healthy sign for the industry. We benefited from some of that in Q2 and we
expect to continue to see thistrend in the next couple of quarters. So, that plus the price
moderation on the generic front, the upcoming flu season coupled with key launches in Q4

should help us growour US business in the coming quarters. With the flu season coming up, we
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expect the Tamiflu franchise as well as the cephalosporin franchise to contribute morein Q3 and
Q4.And with Ranexaas well as Levothyroxine, we would expect good contribution in Q4.

On thebrand sideofthebusinesswhile Q1 and Q2 have been significant investments, we have
seen agood ramp up in Solosechothin terms of prescriptions as well as managed care access,
up now to 68%ofunrestricted access and 90%plus overall access with some restrictions. This
has been really positive, very encouraging forusto see this kind ofaccess for the product this
early in ramp up, early in the evolution. So we expect Solosec also to contribute more to our
revenuesin Q3 and Q4 as well as see thefull-yearimpact in the next fiscal year.

With that lwould liketo open itup to questions.

Thank you very much. Ladies and gentleman, we will now begin the question and answer

session. The first question is from the line of Prakash Agarwal from Axis Capital. P lease go
ahead.

First question on the US FDA update on the facilities and do we continue to expect resolution
by end ofthis financial year?

Yes, we’veguided totheend ofthefinancial year. The overall status remains the same, we’ve
responded to all the updates that we wanted to provide. We have now requested FDA for a
meeting, and thehopeisthat we get ameeting pretty shortly followed by are-inspection ifthey
need one. Weare still hoping fortheend ofthefiscal at this point oftime. We are starting to get
a little bit toward that holiday period, but we have been trying hard to engage with the FDA.
With the formal request for a meeting things should moveahead now.

But from yoursideyouarefully ready and cost wisealso the large part is already done, would
that befair?

Yes, we have addressed all the commitments that we made to the FDA. As | shared last time,
we havealso come up withan enhanced compliance sustainability plan and we have made a lot
ofprogress on that plan. In fact, some ofthestrategichires that wewanted are done - the head
ofcompliancein the US, head ofinvestigations in India. So there are also structural changes that
we havemade, a lot ofimprovement on lotofprocedures and practices as well. So, alot of great
progressis made. Webelievethat weare ready.

And secondly on comment by Vinita, two things, one is the flu season already started. So, we
havealready seen early onsetofwinterand doyou expect the market to be of similar size given
thenumber ofplayers have comein? And secondly, you also mentioned Levothyroxine, Ranexa
now, so isit fromQ4? Theearlier thoughtwas Levothyroxine should startcoming in Q3?
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We are just starting to seethe early flu season. I can't say thatit’s in full swingas ofyet and I
can'tpredict that. But wewould expect that in Q3 and Q4, we should seetheimpact of the flu
season on the flu season products. Yes, there are some additional competitors on Tamiflu, but
they’restill onlyahandful ofcompetitors inthe marketplace, so we expect theproduct to bea
decent contributor to Q3 and Q4. On Ranexa, we have said it is a Q4 opportunity for us. On
Levothyroxinewehad a question fromthe FDA, and we haveresponded to the CRL fully and
expect to get approved in Q4. Weareworking on the product supply launch quantities, and will
beready to launchtheproduct in Q4.

The next questionisfromthelineofAnubhav Agarwal from Credit Suisse. P lease go ahead.

Vinitaonequestion on US sales, in this September quarter did we benefit fromsupply of Tamiflu
sales as well?

We gotverylittlein September. It was marginal.

Just based on what IMS shows, it shows thateven ifat discountrate we could have benefit like
mid to highsingle-digit, would that beavery highnumber for this quarter?

Yeah that wouldbeavery highnumber, but it’s definitely notthe case.

And thisSolosec incremental spend thatyou talk about, US$ 12-$13 million, you mentioned that

we havebuilttheteamalready. So,thisisall capturedin other expenses basically all marketing
expense that weare talking US$ 12-$13 million?

Actually it's thetotal spend on Solosec. Ifyou look at the brand business now, with Methergine
having gone generic, Antaraand Supraxare also very small part ofthefranchise. So, ifyou look
at ourP &L, we are bearing afull investment ofthe women’s health commercial infrastructure
which is roughly around US $12-$13 million a quarter. So, it's notincremental US$ 12-$13
million, itis thewoman'shealth spend per quarter that our P &L is bearing as an investment.

Because therevenueis justabout US$ 3 million or thereabout.

I understand it. So this is basically coming fromone product to other product. But then what
explainsavery sharp increasein otherexpenseand personnel cost for us in this quarter versus
say Q1?

It's basically because oftwo things, firstly the increments that have been given to people. The
second part isthe forex itself.

Itistheincrementsand incentivesin Indiaand forex.
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I just want oneclarity onthe material cost, for us material costs sequentially has gone down, in
absoluteterm-I'mtalking aboutby 3%to 4%whereas our revenues have increased. So, isthere
aregion wherewehavebenefited fromforex gain in the costofgoods sold?

There are two parts to that. There is the element that we are buying fromoutside, and what is
actually being made withinthe company itself, that'smorefor the Indiaregion. The second part
istheimpact from the forex conversion oftheclosing stock at theclosing ratein Japan. So, the
forex would certainly impact the movement ofclosing stock in Japan and other places where we
actually have production.

The next questionis fromthelineofNehaManpuriafromJP Morgan. Please go ahead.

If | were to removetheincrement and the FX impact on the quarter, have we seen benefit from

the cost focus that you indicated in the opening remarks in the quarter? Would other expenses
and employee costs have gone down quarter-on-quarter?

That'sdifficulttosay butthereisan element, as I said, and Nilesh also pointed out, ofincrements
in Indiaand that’s taken intothe P&L.

Lot of cost optimization efforts that are well underway, and you did not really see material
impact of it as of yet. You're going to see it really at the end of the fiscal year and next fisca
year for certain.

On theR&D expense, we seem to berunning below the guidance offlat number year-on-year,
should we expect this to pick up in the second half or because ofthe R&D productivity focus

thisistherunratethat weshould beexpecting?

Last quarter wetalked aboutkeeping it flat at more or less to that number. So, it’s exactly flat to
that numberthis quarter and thisis broadly therun rate. We would expect between INR 1,500
to 1,600 crores fortheyearnow.

And it’sdown because ofthesharp focus onthe pipeline, the pipeline rationalization as well as

productivity improvement.

Thesecond questionisonJapan. It seems like Japan is having another tough quarter. What's the
outlook thereand how are we looking at growing that businessfroma two year perspective?

Japan is going through a very challenging period. In fact, Q2 was easier than Q1 because we
didn'thavethe price cut that happened in Q1. However, they are already guiding to another price
cut next year. So it’s really afairly anti-genericenvironment. Butin the broader picture, we are
No.6,and wehavea very strong CNS focus. I think increasingly this is the market that's going

to work for vertically integrated players, some of the stuff that wehavealready done -R&D in
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India, manufacturingin India, vertical integration. I think those are the things that aregoing to
work. Wehad the long-listed products that used to not see price cuts, now we see deep price cuts
on the long-listed side as well. So, these are all things that are impacting the market. So, the
market was not really perfect from that perspective. It's becoming more a generic oriented
market, itisbecoming a more substitution-oriented market where you don'tneed that much of
promotion to doctors as well. So, it’s starting to switch into a more generic-generic kind of
market. | think that isthe outlook for the market, I don'tthink the market itselfis going to change.
So we havetwo parts — Onepartistheportfolio that we bring, primarily out of Indiainduding
some ofthecomplexgenericproducts for Japan as well. The second part was the specialty play
as we launched Bipresso. A good part ofthe sales force is really working on Bipresso a this
point oftime. Its early days, the numbers are still small but we hopeto pickitup to bea
meaningful number. We also have the biosimilar strategy playing out, so we have filed
Etanercept. We had queries, we have responded to the queries as well and we are on track for
launchingitinthemiddleofnext year and weare preparing for the launch.

On theworking capital days, that seems to be increasing even ifl look quarter-on-quarter, any
colorthere? Isthisbecause ofthe market sharethat we havebeen ableto capture dueto supply
disruption?

No, I thinkit'sacombination. Forexisthemost importantreasonthere.

Forex and stocking for the season.

The next questionisfromthelineofSuryaPatrafromPhillip Capital. Please go ahead.

What isthenet foreximpact in the quarter thatwe are seeing?
Overall,itshouldbeinthevicinity of INR200 odd crores.

And thelargepart ofthat istherein theotherincome. Is it fair to understand?

It’s for sure, it's across various lines.

Just on thedomestic business front, so it ismuted growth. Obviously there was possibly some—
on thebase of last year possibly thisis muted—butjust wanted to know is thereany impact of
thisFDCban thing that is there in the existing business? Ifnotdoyouseeany impact of that in
the number of products that could have been launched in the domestic business and hence the
impact on thegrowth number for the domestic business?

You said it right that this quarter was depressed because of the last year base, which was
unusually high because ofthe post-GST channel re-filling, following adepressed Q1 oflast year.

Havingsaid that ifyoulookat our H1, weare growing at avery strong rate. Our growth is 15%
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versus market growth ofcloseto 12% as far as IMS is concerned, and as far as AIOCD is
concerned the market growth is 8.5%. Wearenow the 5" ranked organization. Our market share
has also improved. All our major therapy areas which are cardiac, anti-diabetics as well as
respiratory we have been growing better than the market. We haveintroduced new productsin
this particular quarter, particularly our in-licensed product in diabetes therap eutic area which is

Dulaglutide (Aplevant) - once weekly therapy as well as the combination of Empagliflozin +
Metformin (Gibtulio Met) as well as Empagliflozin + Linagliptin (Ajaduo). So, I'msure that,
particularly in the diabetes therapy area we have gained significant ranks in the last 2-3 years.
We are now the 3" ranked organization on net basis. Weare growing at apretty good CAGR of
24%and weexpect that CAGR to be continued. So, lamsureifyou look at H1 performance we
havegrown at closeto 15%and as | said in thelast quarter call also that we will be ending the
yearat 14%-15%growth. Ifyoulook at FDC ban, we haveaminimal impact. We had an impact
ofjust ~INR 26 crores for the year and 1 amsure that we will be able to compensate this particular
impact from other products that we have.

So, will this impact the number ofnew product launches in India?

Obviously, because oftheregulationthat all the FDCs haveto now beapproved by DCGI; the
new product pipelineis shrinking. Butweas an organization, areon avery strong footing as we
have lot of in-licensed products and we are also working with our R&D to develop sone
innovative combination, which we can go through DCGI and we can launch in the market.

So, one more on the gross margin front. So sequentially though there is an improvement and
possibly thereis element of forex gain thatis there, excluding the forex impact and considering
the price rise situation what we are witnessing fromthe fact of China impact, so sequentialy
what isthekind ofareal changesin thegross margin frontonalike-to-like basis?

It went up to 64.2% from61.7%, that’s a 2.5% increase sequentially. A large chunk of it was
actually forex

About60%to 70%was forex and 30%to 40%was other reasons basically abetter business mix.
Did youfindany impact ofthis Chinarelated...

There is alittle bit, but there will be some more which will come. In markets like India, for a
large part, we are actually ableto passitonespecially forthe AP business. But I think thereis
some that will kick in.

Just last one question on the margin front so like as you said that because ofper quarter specialty

spendin USisaround US$ 12 millionlikethat. So, what isthekind ofremediation spend that
wouldbethereforquarter currently because ofthe facilities?
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It's very small. Like we shared earlier, Q1 was pretty much the last quarter where we had a
meaningful spendand it has comedown significantly.

Any senseon themargin thatyou can provide because we have been seeing the most depressed
margin scenario currently for our consol business why because three major markets obviously
US, Indiaand Japan, Japan is going through a kind of a significant negative phase. And there
are challenges obviouslyinthe US and weare in the spending mode, and possibly the only one
market reliablecurrently is domestic. So, given thescenario any outlook on the margins?

Assuming thatthetailwindsonthe forexfront are wherethey are, it's notgoing to continue. One
wouldanyway bealso coming out with newer products, in terms of products which will likely
get you higher realization. We alluded to the fact it could include ramping up of Solosec, we
could potentially have Ranexaand the flu season products itself. So, those would likely be better
yielding products. Thesecond part ison the costfront - whilealot ofendeavors have been going
on,thesearenotgoingto pay offin theshortrun, but certainly inthelongrun. Thethird pat is
the R&D itselfand we havealways said that wewill reign thisat current levels. So, therun rate

isgoingtobepotentially around INR 400 crores. So, | would think that the margins would hover
around 18%to 20%mark.

Including other income because forex is therein that?

What weare sayingisnet ofthatalso. Notonly at the gross margin linebut also inthe EBITDA

line, as thebusinesspicks up. Wetalked about 18%-20%, we are now pretty much at 20%and
that's really thenumber that wewould love to keep it at irrespective of Forex.

The next questionis fromthelineofGirish Bakhru from Bank of America. Pleasego ahead.

Vinitaon Solosecyouhad given somecoloron thecoverage, justifyou could also givesone

coloron howmuch isthepreferred access right now?

Around 68%.

No, so 68% you said is unrestricted access, right. | am basically keen to ask how many
formularies are likesay putting it onapreferred coverage vis-a-visother treatments that there in
the market?

Girish,wedidnot target Tier Il coverage because what you pay forthat is quiteabit. You have
to discountaproduct quiteabit. We justwanted access. We wanted to make sure that the product
isnot blocked as long as we had access. Wealso have coupon that offsets the costfor the patient.

So, our goal was really to get access and we have unrestricted access of 68%. That's what |
meant.
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And this can continueto increase further as we go forward?

Yeah, | mean as a product as its getting acceptance, you would expect some of the restricted

access also to convert and therearesstill some wherethe product is blocked. So, we continue to
work with them.

On Levo there are some times certain articles mentioning that the product is actually under
shortageeven though FDA doesn'tlistit under shortage. What is your sense on that?

Our senseis that there is clearly a volume uptick possible on the product. To the extent it’s in
shortage, we only know through the FDA websiteand you areright, it’s notall there. But yeah,
there is an uptick possible as more entrants come in and the market is looking forward to few
more entrants versus the historic peak thatwe saw on Levo. Sothereis that potential, so you are
right.

I think as we shared earlier on Levothyroxine, postapproval we willbe submitting for the other
bio-studies as well. We will have a very compelling product at the end of this period, but we
haveto go through that loop post-approval as well which is why we guided to aslow ramp up.
Butit'sreallyin thenext fiscal that you will actually see we getting approved for the entire line
and that’s when we will haveavery meaningful proposition.

Any coloron Mesalamine?
So we’reback to reformulationand we are in pivotal studies at this point.
The next questionis fromthelineofChirag Daglifrom HDFC. Please go ahead.

How has the Metformin franchise moved quarter over quarter or year-over-year, ifyou could
giveussomecolorfortheUS, both Fortamet and Glumetzaput together?

We haveseen some improved trends this quarter versus the previous quarter for both products.
So,overall asyouseethe most recent IMS datashowsapickupofabout10%for Fortamet and
about 5%for Glumetza. As Vinitasaid earlier, that was largely driven by acouple ofkey players
having supply issues, and that trend is likely to continue in the short term. So we are seeing
stabilizationthereand we have seen earlier as well there has been avolume pick up, so those are
goodtrends.

Pricing seems to havestabilized as well. When we look at it month-on-month, it seems like the
erosionhas comedown toasingledigitin Fortamet and it is pretty much flat on Glumetza.

S0, Q2 Glumetzaand Fortamet put together would be higherthan Q1 sir?

A littlebit.
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In your earlier comment on the US branded business, the sense | got was that there is a fixed
cost of US$ 12 million a quarter on the business as a whole, this is not obviously incremental
thatison Solosec. Is understanding correct?

It is primarily on Solosec, the commercial structure for the women’s health sales force that is

roughly US$ 12-$ 13 millionaquarter.
But thisisnotincremental forthis yearor...?
It was actually notthere last year.

It is incremental over last year. What we did not clarify was obviously that we ramped up the
sales force last year, we started focusing on women’s health, werepurposed as well and that is

theinvestment thatis going into Solosecat this pointoftime withoutthe commensurate return.

So, for thefirst halfyourinvestment in Solosecis US$ 25 millionand thisis incremental which
isoverand abovewhat was therein thefirst halfofFY18, is that understanding right?

We also had revenues there because we had Methergineand so on whichis not therethis time
around. Gross margins and EBITDA margins flow through could have been better with the high
revenuebase.

Forthe most part, the investment for Solosecwas in Q1 ofthisyear, it was notthere last year.

On thelIndiabusiness, howhas profitability moved over the last say two, three years?

We don’tgointosegmental wise profitability, but sufficeto say itis obviously oneofthe more
profitable parts ofour business.

Basically we have been getting good operational leverage over the last few years as we have
been ableto build the business without acommensurate increase in thesales force. So, we had
a big ramp up 2.5 years ago, when we increased our sales force by 1,000 people and we have

not added thereafter. So, obviously we have been getting that operational leveragein the course
ofthelast coupleofyears.

But ifwe want to giveany directions, itis higher than our corporate average.

Thank you. We will take the next question from the line of Sameer Baisiwala from Morgan
Stanley.Pleasego ahead.

Vinita, a quick question on Solosec. Now that you have good formulary coverage, wha would
ittaketo ramp up theprescriptions, what are the key milestones and the actions required?
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So, itisreally, Sameer, a matter ofworking onthe pull-through ofthe productin the physician’s
office as well as pharmacies. Ourteamisworking hard on both; the field force has been working
on thetoptier doctors andthey haveto get tothe pointwherethereis agood product awareness
and willingness to utilize the product. We have started to see it but we need to see more and
more of it. The pharmacies are also rightnowasignificanteffort for the sales force because once
theinitial stocking was done, we havenot pushed more products to the pharmacies, so it really
needs to be pulled through by the prescriptions. So, it is primarily the execution effort on the
sales force front both with physicians as well as pharmacies. So, on top of that, we have aso
started the direct to patient campaign which was just implemented in the last couple of weeks
through our digital strategy. So, that should expand the reach ofthe product as well. P lus we
haveplans pursue additional efforts with physicians that have notstarted writing the product as
ofyet. So itisreally a matter of getting more physicians to adoptthe product through the sales
force effort orotherwisetobeableto gain momentumon thescrips... itis hardcore execution.

Vinita, how many cycle of doctor visits your field force had, how many does it take to realy
convincethemand how many physicians are you targetingand ifyou could tell what the field
force strength at the moment with you?

So, thefield force strengthis 125 for women’s health, OB/GY Nsales forceand the primary care
sales force that has a few products as well as Antara also details Solosec in the third position.
What ourteamtells me it takes roughly fourto sixmonthsforthe physiciansto start listening to
therepsand start to adoptthe product and start writing the productand then once they see benefit
to the patients, you will see the repeat writers. What we are finding is that we already have a
good percentage of repeat physicians. So, the feedback that we have got is that the physicians
that are utilizing the product is seeing benefit to the patient, that is why they are willing to write
more of it. We just need to do moreofit. We will get youtheexact number of physiciansand

thedetails offline, Sameer, but I expect that in thenext couple ofmonths we should start seeing
alarger prescribing base as well as repeat prescribers.

Is thisonceaweek visit by thefield forceto adoctororonceamonth justacycle?

The high writers is once a week and then it comes down to once in two weeks depending on
desireof thewriters.

Thesecond question maybe Alok is onthe discussions with the US customers on agenericside.
Do they look at your rupee depreciation? Do they look at specific 15% drop? Do they ask for
theirpound offlesh in this?

I would not really comment on customer-specific conversation, Sameer, but those are secondary

kind of details peripheral to the core conversation on, obviously, the products and the new
launches, supply sustainability is akey question they have whichwehavebeen ableto leverage
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demonstrably as you saw. So, that isreally where the conversations are, they are obviously more
focused on supply, pricing, new pipelineand then some oftheinsand outs.

Vinita, haveyou guys responded to Proair CRL? And second is for Enbrel, whendoyou expect
Japanese and European authorities to do site inspection?

Wehaverespondedtothe Proair CRL and expect to get approval next year. We have shared that
we expect to launch the product in the second half.

I think ontheinspection somewhere beforetheend ofthefiscal.

Thank you. We will take the next question from the line of Saion Mukherjee from Nomura
Pleasego ahead.

Ramesh, you talked about this costcontrol measures. Can you quantify what is the quantumwe
are talking about here, ifyou can givesome more color, how doyou wantto doit? On similar
lineson R&D, you mentioned controlling the cost. So, how you are rebalancing your priorities
there, which area you are focusing on more where you are cutting down ifyou can give sone
color?

It’s pretty early days to speak about this, so we are still working with themand we have identified
lots ofopportunities. We’ ve looking at various bucketsand moving ahead in astructured way to

actually implement it. So, it would be too early to speak about it and we will do it when the
implementation programstarts.

If | can add, weused to always realizea couple ofhundred crores efficiencies every year based
on procurement efficiencies, operational efficienciesand thelike. Theideahere was to go and
materially look at the entire cost base, to look at every cost centerand then defineit. So, weare
still in the midst of that program. It will be a couple of quarters before we get to final kind of
plan, and then we have to execute, there is a lot of droppage in this plan, then there will be
additions over time as well. The intent is to meaningfully resize the organization, resize
investments in linewith thestrategy going forward and that ofcoursetakes a littlebit oftime.
OntheR&D also, I do notthinkweare giving up onany ofthe opportunities that we have and
again that is market reality, instead ofchasing 25, 30 oral solids, we arenow chasing 18, 20 oral
solids. So, youare certainly getting away fromthe numbers more to the quality, focusing more
on the complex investments, whether it’s inhalation, or injectables or biosimilars. So, it is
repurposing someofthat. Overa period oftime we loveto add moreinto thespecialty. So, we
do notknow rightnowwhether that will be an increase in the R&D spend or whether we will be
ableto carveit outenough oftheexisting itself. But in the near-term, it stays at this level without

losing out any meaningful opportunity.
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My second question would be on the impact of new launches. We had a fair bit of
launches/approvals of 30+ over the last one year. Of course, we have the erosion in Fortamet
and Glumetza but still these new launches seemto have very limited impact. So, it seems that
when you look forward your pipelineof150 ANDAs pending, is that the meaningful launches
are limited few, how should wethink aboutit because last oneyear theimpact ofnew launches
seem to bevery limited because ofcompetitionandthe nature ofthe market?

That is correct, the new product approvals that we have had in the last 12-months have been
smaller, more competitive products, not the products that we have been first-to-file have
exclusiveor semi-exclusive, mean, otherthan Tamiflu and maybeone or two other produds it’s
been limited. So, thathas been achallengeforthelast 12-monthsbut as we look at the next 12-
months with products like Ranexathat we will launch in Q4, Levothyroxine, products like Proair
and thereon. We obviously have evolved the pipeline that is more attractive than an oral solid
onlypipeline. As Nilesh mentioned, we will also have Etanercept in the second halfofnext year
and Biosimilars kicking in. So wefinally have the impact on the complexgenerics pipeline tha
you willstart seeing in thenext year and thereon which obviously gives us the confidence that

we should be able to grow our generic business on a consistent basis over the next couple of
years.

On Spiriva, you mentioned there is an inspection which happened and received some
observations, can you give some comment on that and have you received any formal response
fromthe FDA on thefileand ifnot thenbywhenyou expect?

Wewere very pleased actually that therewas a P Al for Spirivathisearly inthe process. We just
filed the product in May withthe FDA. We were confirmed first to file, we’revery pleased to
befirst to file for this product for our first DP1, did not really expect the FDA to come badk
quicklyto comeand inspect but very-very happy that we have got their feedback early on. We
believethat all the questions they haveraised, we can answer effectively and should be able to
get the approval of the product in time. Fortunately, we have the first-to-file tariff, but

unfortunately we have 30-months stay, so we have to go through the litigation but we look
forward to an early approval and potential ly an early launch subject to litigation with the product.

Thank you. Wewilltake the next question fromthe line ofNitin Agarwal fromIDFC Securities.
Pleasego ahead.

On the AP I business we have seen substantial growth over the last couple ofquarters. Has there
been any sort ofrethinking in the way howwe are looking at a businessgiven the op portunities
to therein the AP space globally?

You need to look into considerationthe Chinafactor. The big thingis in Chinabecause ofthe

environmental there has been lotofsupply issues. So, thatis one ofthe major reasons. And API’s

as well astheintermediatethey have been now shifted to the Indian business. So, at least, we as
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a company, haveavery strongpositioninseven, eightmolecules where we have been a global
leader. So, that gave us an opportunity and we foresee that for the next four, five years, API
growthstory forthe country asa wholewillbe much better. And ifyou look at the growth rate,
even theexports ofthe APl fromindiahas grownupby 12%compared to lastyear. So, the API
story both in terms of the manufacturing base in India as well as reduction in the supplies in
China, and another areawhich will come very strongly fromIndiawill be the fermentation-based
products. So, | feel this story will continueand Lupinisacommitted playerin the AP I business
foralong time.

Nilesh, are we looking to commit more capital to this business incrementally going forward?

Marginal, as you see, even now weare down to INR.750 crores on an annualized basis kind of
capex, so itisdownfromwhen wewereprobably at INR 1,500 crores at one pointoftime, right.
Thecapex spend ingeneral isdown, we are pretty well-up on facilities, there are some marginal,
so for example, Naresh talked about the fermentation base, there is an opportunity that we see
and thereare some smaller investments that would happen, so little bit, but for the most part we
havethepotsand pans for whatever plans that we have.

Secondly, Vinitaon the US business, clearly our focus going forward is onthe value added and
high margin products. So, how does the strategy sort ofreconcile with the opportunities thathigh
volume, low value opportunities that the market will keep throwing up now with the trend

towards some ofthelarger guys sort ofwalking out ofbelow value products?

We try to really build flexibility, agility around products that we already haveapositionin. Of
course, we do backfill products ifwe see areal large shortage in the market and we see a real
opportunity in the market, but forthe most part theability to take on additional volume would
be in products that we have already established a position in. Otherwise investments are only
driven around productsthat webelievein for thefuture. It is fair also to say thatour portblio is
still well-diversified while we have a good number of these complex generics, different
platforms, but there is an elation to complex injectables and the like, but we also have a good
numberoforal solids. We seea good opportunity in oral solids inthe next five years and intend
to leverage the opportunity and have already got a number of filings and plan to over the next

few years.

Thank you. Thenext questionis fromthe line ofKrishnan Dusahafrom Quan tumMutua Fund.
Please go ahead.

Just a couple of understanding, suppose in Japan, the price cuts, do we get commensurate

increase in volume like 69%penetrationin genericvolumes in Japan, so do we see an increase

involumeforusand isJapan very profitable compared to US and India?
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We do seea volumeincrease, butitisnot commensurateand net-net onvalueterms itisavery
marginal increase in the top line. In terms of profitability, Japan is at the lower end of the
spectrum, so the markets likethe US or Indiawould besignificantly higher than Japan.

On your questiononthe US, ifl remember correctly, | might be wrong also, we had sort ofgiven
guidanceofUS$ 850 millionforthefull year run rate for FY19, dowethink thatwe willbe able

to get closeto that?

We havegiven aguidanceof US$ 800 - 850 million and since weexpect Levothyroxineto be
more Q4 than Q3, weshouldbecloserto that US$800 millionlevelis what we mentioned.

On Fortamet and Glumetza, thereare supply issues. So, has the supply issue only kicked in this
quarter or latter part ofthis quarter?

I wouldsay, supply issues for the competitors actually crept in somewherein the middle ofthe
quarter

This US$ 12 millionwhich we spend every quarter, we expect that to seenext year also right?
Thatisright.
The next questionis fromthelineofShyamSrinivasan fromGoldman Sachs. Please go ahead.

Justacoupleofdatachecks. Whatis the absolute revenue inthe branded businessin the US this
guarter?

Itisabout US$8 million.
I thinkyoualsosaid US$ 3 millionis Solosecin that, just clarifying?

Yes.

Second question is on the tax side, | think Ramesh talked about it. | know this quarter had
whateverthelosses bumping it up, buthow should we look at the full year?

If we look at our standalone, itisabout 26-27%, but ifwe look at the consolidated because of
the impact of winding down of the previously established DTA and the losses in America;

becauseofall ofthese, | would thinkit is between 32%-35%.

I thinkitisgoingtobemorelike35%full year.
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Last question onthe specialty, I think we got apositive CHMP on Namuscla (for myotonia), can
you just walk us through what do you think the market sizes and when do you think this can be

kind ofreach commercialization?

We should get approved this quarter based onthe positive CHMP opinionand expect to launch
in Q4. Wenplan to launch inthetwo markets that we havea direct presence - UK and Germany
ourselves, and therest ofthe countries weare talking to partners that can potentially distribute
theproduct forus. I mean it’san orphan disease, so itisasmall number of patients, but as we
look at the market potential over the years, once we get to the entire market, we think itis a US$
100 million plus opportunity, that is going to bebilled.

Thisis just Europeyou aretalking about?

Thisis Europe.

Lastly on Etanercept, have you shared what the profit share with Mylan i s?

No, we havenot shared the deal term.

Butitisimportantto clarify that no partofthat revenue milestones, etc., came in this particular
quarter, because as you would recognize this is an IFRS issue and it is to be spread over the

agreement period.

Thank you. Thenext questionis fromthelineofChirag Talati fromKotak Securities. Please go

ahead.

Sorry to laboron this point again, but US$ 12 million quarterly runrate for spend for Solosec,
what was the quarterly spend last year for the Methergine and the other franchise?

We will havetotakethis offline, we need to putit together and shareiit.

Secondly, the Myotoniadrug | would haveassumed that itis 7,500 patients. I mean given this
is pretty much a 30-year-old drug given the pricing that you would get, it should be $15 to 20
million drug, is thereadisconnect with what | am talking about?

It depends onwhat kind of pricing you assume for an orphan drug.

Butthen itisa30-year-old product, there should be off-label?

Yes, we did new studies on the product to get it through the CHMP and EMA obviously and

haveplanstoreally bringthis drugto the market make it accessible, at a reasonableprice a the
same time so that it makes sensefor usto really put promotion effort behind it.
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In thecurrent pricing environment, do you think thatthe kind ofpricing thatis employed realy
works?

Wehavelooked at the pricing for orphan drugs and believe that we have pretty reasonable plans
from a pricing perspective.

Thank you. The next question is fromthe line of Rahul Sharma from Karvy Stock. Please go
ahead.

Just wanted to know howmuch is the branded business overall for the quarter vis-a-vislast year
and Q1?

Last yearitwas aboutUS$ 20 million, but this quarter it isabout US$ 8 million.
Outofthat US$ 3 millionis Solosec?

Thatisright.

The entireerosion has come in Methergine?

Yes, Methergineand Suprax.

Thank you. The next question is fromthe line of Surajit Pal from Prabhudas Lilladher. Please
go ahead.

Could youtell me what isthe total number of headcounts in your US sales team currently and
what isthe prospect ofgrowing overal I?

Sales team isaround 166 peopleonthebrandside ofthe business.
Any additioninnext oneyear?
No, rightnow, wethink weare well sized for Solosecwhichisthe primary product.

We have a follow-up question fromthe line of Prakash Agarwal from Axis Capital. Please go
ahead.

Just a clarification on that Solosec spend that we are talking about in Q1 and Q2. Would it be
fair to say thatitisa recurring expensefor coupleofmore quarters and then it comes down or

how should wethink aboutthis?

I thinkweshould look at itas aspend that weare going to have going forward, Prakash, because
we expect to investin the product, the commercial infrastructureis very much going to stay, the

Page 19 of 21



I

=8
‘:‘-."
i

LUPIN

Ramesh Swaminathan:

Prakash Agarwal:

Vinita G upta:

Prakash Agarwal:

Nilesh G upta:

Prakash Agarwal:

Ramesh Swaminathan:

Moderator:

Srikant Krishnaprasad:

Ramesh Swaminathan:

Lupin Limited
October 31, 2018

marketing plans at least in thenext couple ofyears will continue, we also have started working
on lifecyclemanagement ofthe product and to other indications which we think can expand the
useofthedrug. So, wewouldexpect thisto continue, and the pointofreally calling out spend
was really to givean idea, thatwearebearing spends and still havethat20%EBITDA, that was
thepoint.

Justto highlightthat, wedo not haveany revenues againstit, so obviously at this point loss.

Any expectationsforacoupleofyears thatwearesharing, what isthe target that we are looking
at for Solosec?

We do notgive out guidance for the product and there has been share expectation that market
hashad of15%- 20%ofthe BV market. We continueto beconfidentofgettingto that kind of
share.

Secondly, onthe EBITDA margin guidance, Nilesh mentioned even without other income, you

could get to that 18%to 20% for the next couple of quarters is what mentioned, | missed that
actually?

Thatis what | mentioned, especially for Q4 for sureas we see it, but we also see theuptickin
Q3,wemightbeoffby 1%hereorthere, but certainly we seethe Q4 numbers picking up nicely
intheUS and fortherest ofthe businessas well. So you will seeit in thatirrespective ofthe any
additional forexincome as such, Q3 also probably in all likelihood we see. In any case we are
already seeing some forex gains at this point oftime for Q3.

Lastly on Gavis, | think the US market has seen a structural change and you already took one
roundofhaircut. Just trying to understand, would it be possible like youwould evaluate again
given the headwinds are here to stay fora second round, isthat in your mind, may be this year

ornext year?

The fact of the matter is we have already integrated Gavis operations to our main business in
America. So, callingitoutseparately, I thinkisnot fairto usat all. Thesecond part, even on the
previousoccasion I did comeacross and tell you that therearealot ofup sides that have notbeen
covered when wetookthat impairment. So overall, I do not think thereis a further impairment
call for at this stage.

We take the last question from the line of Srikant Krishnaprasad from Franklin Templeton.
Pleasego ahead.

Haveyou mentioned whatis the forexgain as part oftheotherincomein the currentquarter?

Overall, thefigureisabout INR.200 odd crores spread across several lines.
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A goodpartofthat was in the otherincome.

Can you also explain why do you have such large forex gain say over the last two quarters, is
thereanything specificthatleads tothis number?

The fact of the matter isrealization, US$ 1 gets realized at 63, then at 70 and 75, so obviously
that part ofthe gains. We also realize fair gains coming in from the hedging policies that we
havegotand lastly thevery fact that ouraccounts receivable, all ofthosewill get revalued, we
need to takethosegains as well.

Ladies and gentlemen, that was the last question. | now hand the conference over to the
management for their closing comments. Thank youand over to you.

Thank youvery much, friends for your questions. I hope you had good answers to your questions
and look forward to seeingyou again next quarter. Thank youand byefornow.

Thank youvery much, members ofthe management. Ladiesand gentlemen on behalfofLupin

Limited, that concludes this conference. Thank you all for joining us and you may now
disconnect your lines.
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