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Company Background 

GlaxoSmithKline  Pharmaceuticals  Ltd  (GSK)  is  one  of  the  leading  pharmaceutical  companies  in  
India.  It  is  a subsidiary  of  GlaxoSmithKline  plc,  UK,  one  of  the  world's  leading  research-based  
pharmaceutical  and  healthcare companies.  Company  is  the  market  leader  in  dermatology  and  in  
vaccines  in  the  private  segment.  Company's product  portfolio  includes  prescription  medicines  and  
vaccines.  83%  of  its  total  revenue  comes  from pharmaceuticals and 17% from vaccines.  Its  
manufacturing unit in India is  located at  Nashik. It was incorporated in the year 1927 and has head office 
in Mumbai.  

Their  prescription  medicines  range  across  therapeutic  areas  such  as  anti-infectives,  dermatology,  
infectious  diseases,  mental  health,  digestive  conditions,  gynaecology  and  respiratory  diseases.  They  
also  offer  a  range  of  vaccines,  for  the  prevention  of  of  life-threatening  diseases.  Company’s  top  
brands  in  pharmaceutical  includes  Betnovate, Augmentine, Calpol and Eltroxin and  top vaccines 
brands include Synflorix, Rotarix, Havrix, Varil rix etc. 

Chairman and Managing Director’s Message – Summary 

The Chairman and Managing Director’s message talks about the following points which are narrated 
below: 

 In FY20 company continued to focus on delivering sustainable profitable growth. Even in 
unprecedented global pandemic  situation  company  continued  to  remain  patient-centric  and  
guided  by  its  core  principles  which resulted in an unstinted supply of essential medical solutions 
across the country. 

 Globally,  its  parent  company  is  working  with  international  partners  to  find  the  vaccine  to  
defeat  the coronavirus. 

 Particularly  its  partnership  with  Sanofi  to  develop  an  adjuvanted  COVID -19  vaccine,  which  
is  expected  to enter clinical trials in H2FY21 and, if successful and subject to regulatory 
considerations, aims to complete the  development  required  for  availability  by  H2FY22.  This  
would  be  a  significantly  faster  timeline  than normal for vaccine development and teams from 
both companies are working on this urgently. 

 Company’s  investment  in  leveraging   its  digital  capabilities  has  helped  immensely  during  these  
times  and improved  engagement  with  healthcare  professionals  (HCPs) .  Through  its  skill-
enhanced  sales  force  it  has increased  its  share  for  focus  brands  and  substantially  grew  the  
number  of  customers’  touchpoints  and engagements. Over the years, company has almost 
doubled its reach to HCPs. 

 The successes of Nucala and Menveo shall  pave  the way for  introduction of strong patient -focused 
products from its global pipeline, in the coming years. 

 Company  witnessed  an  accelerated  growth  in  the  anti-infec tives,  dermatology  and  anti-
pyretic  therapy areas. Company’s major primary care brands grew at a better rate than the Indian 
Pharmaceutical Market. 

 In  preventive  healthcare,  GSK  continues  to  be  the  No.  1  vaccines  company  in  the  self -pay  
segment  with almost 40% value market share in represented segments. 
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 Company’s  FY20  results  were  impacted  due  to  the  voluntary  global  recall  of  Ranitidine  
products  including Zinetac in India and trigger-based impairment charges primarily towards its 
manufacturing facility at Vemgal. 

 It is currently exploring future options for the Vemgal facility including a potential sale of the site. 
Subject to approvals  from  the  appropriate  regulatory  authorities,  company  has  made  a  
decision  to  discontinue  the manufacture and supply of Zinetac tablets (150 mg and 300 mg 
products) in India. 

 GSK made the decision in mid-September 2019 to initiate a voluntary recall of Zantac  (Ranitidine) 
products in all markets globally as a precautionary action as there was detection of NDMA, a 
potential human carcinogen. 

 Mr. Sridhar Venkatesh, an industry stalwart and a GSK veteran has been appointed as the 
Managing Director from 1 April 2020 for a period of two years replacing Mr. Annaswamy 
Vaidheesh . 

Management Discussion & Analysis – Summary 

 In  challenging  circumstances  posed  by  COVID -19  company  continued  to  operate  at  100%  of  
the  production capacity  at  Nashik  manufacturing  site.  During  the  year,  it  also  commenced  
operations  of  the  new  Eltroxin manufacturing facility at the Nashik site. 

 In FY20 GSK delivered double digit growth in the key therape utic areas where company is 
investing resources to drive growth. Identified key therapies have expanded its reach by over 
30%. 

 Company  increased  access  and  adoption  of  Nucala  -  a  biologic  for  patients  suffering  from  
severe  refractory eosinophilic asthma in adults in the first year of its launch. 

 In  December  2019,  GSK  launched  Menveo  (Quadrivalent  Meningococcal  Conjugate  Vaccine),  
which  has demonstrated early success and within four months of its launch has a 30% unit share. 

 Company’s R&D pipeline contains 37 potential new medicines and 15 new vaccines in 
development. It has doubled the number of assets in its clinical oncology portfolio since early 
2018. 

 Company’s on-time-in-full (OTIF) supply performance levels to customers improved by 10% to 94% 
in 2019 (a n improvement from 85% OTIF in 2018). 

 Company  has  reached  21.6  million  HCP  touchpoints  through  various  channels  like  webinars,  e 
-mails,  text messages, virtual calls and through the GSK Pro platform. 

 The vaccines self-pay market is currently estimated to be  Rs. 2,400 cr and is growing at around 10% 
(IMS MAT March 2020). 
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 Company  in  its  first  year  of  launch   has  increased  access  and  adoption  of  Nucala  -  a  biologic  
for  patients suffering from severe refractory eosinophilic asthma in adults. 

 In December 2019,  GSK launched Menveo (Quadrivalent Meningococcal Conjugate Vaccine)  in 
India, which has demonstrated early success. Within four months of its launch more than 50,000 
doses have been sold and have a  30% unit share.  It comes with global experience of 10 years. It is 
licensed  in more  than 60 countries and 50 million doses of Menveo have been sold worldwide. 

 In  2019,  company  advanced  four  assets  into  pivotal  phase  II/III  studies  and  achieved  positive  
regulatory decisions and data readouts across the portfolio.  GSK received approvals for three 
medicines: Dovato, an HIV treatment;  Dectova,  a  treatment  for  influenza  A  or  B;  and  new  
self -administration  options  for  respiratory biologic, Nucala. 

 Company  also received expanded indications for  medicines including Zejula,  oral poly ADP-ribose 
polymerase (PARP)  inhibitor  for  ovarian  cancer  and  Benlysta,  the  world’s  first  biologic  
treatment  for  systemic  lupus erythematosus (SLE or ‘lupus’). Company submitted eight filings for 
regulatory approval. 

 5  GSK  brands  feature  in  the  top  50  Indian  Pharmaceutical  Market  (IPM)  brands  –  
Augmentin,  Calpol, Synflorix,  Zinnat,  Betnovate-C  (IQVIA  data  March  2020).  India  sells  3.5  
units  of  Betnovate  N  cream  every second. 

 GSK  is  also  gaining  consistently  in  the  anti-fungal  market  with  Zimig  and   Zoderm,  two  key  
anti-fungal medications. 

 Company  has  distributed  more  than  one  crore  doses  of  Synflorix  -  protecting  kids  against  
pneumococcal diseases, since its launch about eight years back. Infanrix Hexa (6-in-1 combination 
DTP vaccine), launched in April  2018,  is  already  a  market  leader  in  the  Inactivated  Polio  
Vaccine  (IPV)  containing  combination  vaccine segment. 

Financials FY20 (Consolidated) 

 Company’s revenue from operations  increased by 3% YoY to  Rs. 3,225 cr. Company posted a net 
profit of Rs. 93 cr (exceptional charges of Rs. 342 cr) as against Rs. 445 cr in FY19. 

 A  focused  drive  to  improve  operational  efficiencies,  use  of  smart  technology,  cost  reduction  
and  a  positive product mix has resulted in improvement of EBITDA margin by 100bps to 21% YoY. 

 Exceptional charges during the year of Rs. 342 cr include impact of financial impairment of Rs. 637 
cr connected to  the  underutilization  of  its  manufacturing  facilities  and  Rs.  96  cr  on  account  of  
other  related  assets  /  cost; costs related to the voluntary recall of Zinetac of  Rs. 108 cr and other 
charges Rs. 29 cr.  

 The  exceptional  charges  are  offset  by  profit  on  sale  of  company’s  land  at  Thane  of  Rs.  546  
cr  which  was concluded during the year. 

 The foreign exchange earnings for  FY20 was  Rs. 28 cr (Rs. 53 cr in FY19)  and foreign exchange  
outgo for  FY20 was Rs. 875 cr (Rs. 709 cr in FY19).  

Company’s Products and New Launches 
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Impact of COVID 19 pandemic 

 Company  has  been  working  closely  with  all  its  partners,  associations  and  the  various  
authorities  to  ensure undisrupted supply of products and continued service to the patients. 

 Both  at  company  level  and  at  channel  level  sufficient  levels  of  inventory  is  maintained  to  
meet  the  patient requirements in the near term. 

 None of the assets of the company have been impacted or impaired as a result of the pandemic.  

 Company continues to adequately maintain all internal financial and reporting controls. 

Impact of COVID 19 pandemic 

Growth Outlook 

 Post-COVID,  business  ecosystem  would  be  challenging  but  company’s  robust  business  
model,  strong financials, and deep relationships with customers, will play a critical role in keeping 
it ahead of the curve. 

 GSK  has  significantly  enhanced  the  use  science  and  its  technological  capabilities   to  optimize  
its  medical  and field force engagement with HCPs. Thus making its products affordable and 
available. 

 Its reliable supply is the core to continued access to its medicines and vaccines. Company is creating 
a more modern, agile supply chain, underpinned by new technology that can accelerate delivery 
across its portfolio. 

 Company is investing to develop and launch a pipeline of new products that meet the needs of 
patients, payers and consumers. 

 Company’s  robust  quality  management  system  support  continuous  improvement  and  helps  to  
maintain  high standards  for  product  quality,  safety  and  comply  with  relevant  regulations  
including  those  on  good manufacturing practice, laboratory practice, pharmacovigilance practice 
and clinical practice. 

Key Risks 

 Large working capital requirement 

 High R&D expenditure, primarily towards new molecule entities (NMEs) and differentiated generics 

 Exposure to intensifying competition and regulatory risks 

 GSK is debt-free and carried cash and cash equivalents of over Rs. 1,000 cr as of 31st March 2020. 

 Company  spent  Rs.  41  cr  as  capital  expenditure,  towards  renovation  of  its  corporate  office  
into  a  modern workplace. 

 Board  has  recommended  a  dividend  of  Rs.  40  per  share  (FV  Rs.  10  per  share) for  the  year  
(including  special dividend of Rs. 20 per share) amounting to Rs. 678 cr. 
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Analyst Certification:  

I, Shreyansh  N.  Mehta,  MBA, Research Analyst of SMIFS Limited (in short “SMIFS / the Company”), authors and the names subscribed 

to this Research Report, hereby certify that all of the views expressed in this Research Report accurately reflect our views about the 

subject issuer(s) or securities and distributed as per SEBI (Research Analysts) Regulations 2014. We also certify that no part of our 

compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this Research Report. It is 

also confirmed that We/I, the above mentioned Research Analyst(s) of this Research Report have not received any compensation from 

the subject companies mentioned in the Research Report in the preceding twelve months and do not serve as an officer, director or 

employee of the subject companies mentioned in the Research Report. 

Terms & Conditions and Other Disclosures: 

SMIFS Limited is engaged in the business of Stock Broking, Depository Services, Portfolio Management and Distribution of Financial 

Products. SMIFS Limited is registered as Research Analyst Entity with Securities & Exchange Board of India (SEBI) with Registration 

Number – INH300001474.  

SMIFS and our associates might have investment banking and other business relationship with a significant percentage of companies 

covered by our Research Analysts. SMIFS generally prohibits its analysts, persons reporting to analysts and their relatives from 

maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.  

The information and opinions in this Research Report have been prepared by SMIFS and are subject to change without any notice. The 

Research Report and information contained herein is strictly confidential and meant solely for the selected recipient and may not be 

altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any 

form, without prior written consent of SMIFS Limited. While we would endeavor to update the information herein on a reasonable 

basis, SMIFS is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other 

reasons that may prevent SMIFS from doing so. Non-rated securities indicate that rating on a particular security has been suspended 

temporarily and such suspension is in compliance with applicable regulations and/or policies of SMIFS, in circumstances where SMIFS 

might be acting in an advisory capacity to this company, or in certain other circumstances. 

This Research Report is based on information obtained from public sources and sources believed to be reliable, but no independent 

verification has been made nor is its accuracy or completeness guaranteed. This Research Report and information herein is solely for 

informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for 

securities or other financial instruments. Securities as defined in clause (h) of section 2 of the Securities Contract Act, 1956, includes 

Financial Instruments, Currency and Commodity Derivatives. Though disseminated to all the customers simultaneously, not all 

customers may receive this Research Report at the same time. SMIFS will not treat recipients as customers by virtue of their receiving 

this Research Report. Nothing in this Research Report constitutes investment, legal, accounting and tax advice or a representation that 

any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in 

this Research Report may not be suitable for all investors, who must make their own investment decisions, based on their own 

investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of 

independent judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on 

investment may vary because of changes in interest rates, foreign exchange rates or any other reason. SMIFS accepts no liabilities 

whatsoever for any loss or damage of any kind arising out of the use of this Research Report. Past performance is not necessarily a 

guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before 

investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements 

are not predictions and may be subject to change without notice. The information given in this report is as of date of this report and 

there can be no assurance that future results or events will be consistent with this information. The information provided in this report 

remains, unless otherwise stated, the copyright of SMIFS. All layout, design, original artwork, concepts and intellectual Properties 

remains the property and copyright of SMIFS and may not be used in any form or for any purpose whatsoever by any party without 

the express written permission of the SMIFS. 
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SMIFS 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, breakdown of the system or any other equipment, server breakdown, 

maintenance shutdown, breakdown of communication services or inability of SMIFS to present the data. In no event shall SMIFS 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 SMIFS through this report. 

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (a) Exchange Rates 

can be volatile and are subject to large fluctuations; (b) the value of currencies may be affected by numerous market factors, 

including world and notional economic, political and regulatory events, events in Equity & Debt Markets and changes in interest 

rates; and (c) Currencies may be subject to devaluation or government imposed Exchange Controls which could affect the value of 

the Currency. Investors in securities such as Currency Derivatives, whose values are affected by the currency of an underlying 

security, effectively assume currency risk. 

Since associates of SMIFS are engaged in various financial service businesses, they might have financial interests or beneficial 

ownership in various companies including the subject company/companies mentioned in this Research Report. 

SMIFS and its Associates, Officers, Directors, Employees, Research Analysts including their relatives worldwide may: (i) from time to 

may have long or short positions in, and buy or sell the Securities, mentioned herein or (ii) 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/ companies mentioned herein or act as  an Advisor or Lender/Borrower to such Companies or have other 

potential/material Conflict of Interest with respect to any recommendation and related information and opinions at the time of the 

publication of the Research Report. Or at the time of Public Appearance. SMIFS does not have proprietary trades but mat at a future 

date, may opt for the same with prior intimation to Clients/ Investors and extant Authorities where it may have proprietary long/

short position in the above Scrip(s) and therefore should be considered as interested. The views provided herein are general in 

nature and do not consider Risk Appetite or Investment Objective of any particular Investor; Clients/ Readers/ Subscribers of this 

Research Report are requested to take independent professional advice before investing. The information provided herein should 

not be construed as invitation or solicitation to do business with SMIFS. 

SMIFS or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the 

Company mentioned in the Research Report as of the last day of the month preceding the publication of the Research Report.  

SMIFS encourages independence in Research Report preparation and strives to minimize conflict in preparation of Research Report. 

Accordingly, neither SMIFS and their Associates nor the Research Analysts and their relatives have any material conflict of interest at 

the time of publication of this Research Report or at the time of the Public Appearance, if any.  

SMIFS or its associates might have managed or co-managed public offering of securities for the subject company or might have been 

mandated by the subject company for any other assignment in the past twelve months. 

SMIFS or its associates might have received any compensation from the companies mentioned in the Research Report during the 

period preceding twelve months from the date of this Research Report for services in respect of managing or co-managing public 

offerings, corporate finance, investment banking, brokerage services or other advisory service in a merger or specific transaction 

from the subject company. 

SMIFS or its associates might have received any compensation for products or services other than investment banking or brokerage 

services from the subject companies mentioned in the Research Report in the past twelve months.  

SMIFS or its associates or its Research Analysts did not receive any compensation or other benefits whatsoever from the subject 

companies mentioned in the Research Report or third party in connection with preparation of the Research Report.  

Compensation of Research Analysts is not based on any specific Investment Banking or Brokerage Service Transactions.  
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The Research Analysts might have served as an officer, director or employee of the subject company. 

Neither the Research Analysts nor SMIFS have been engaged in market making activity for the companies mentioned in the 

Research Report. 

SMIFS may have issued other Research Reports that are inconsistent with and reach different conclusion from the information 

presented in this Research Report.  

A graph of daily closing prices of the securities/commodities is also available at www.nseindia.com and/or www.bseindia.com, 

www.mcxindia.com and/or www.icex.com.  

SMIFS submit’ s that no material disciplinary action has been taken on the Company by any Regulatory Authority impacting Equity 

Research Analysis activities in last 3 years.  

This Research 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 SMIFS and affiliates to any registration or licensing requirement within such jurisdiction. 

The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in 

whose possession this document may come are required to inform themselves of and to observe such restriction. 
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