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Executive Summary
Sun Pharmaceutical  Industries Ltd. is the 5th largest speciality generic company in the world. It is ranked 5th in the United States and is the largest Indian company in the country. It is the number one pharma company in India and is one of the largest Indian companies in emerging markets while expanding its presence in Europe. Sun Pharma has 42 manufacturing facilities around the world. It has a marketing presence in over 100 countries and sells a portfolio of more than 2000 products across the globe while employing 32,000+ employees.
Regarding quality compliance, it has multiple facilities approved by various regulatory authorities across the world, including USFDA (United States Food and Drug Administration). Research and development and manufacturing capabilities include dosage forms like injectables, sprays, ointments, creams, liquids, tablets and capsules. The addressable segment includes speciality products, branded generics, complex generics, pure generics & APIs (active pharmaceutical ingredients).  Below is a summary of the long term strategic growth strategies for Sun.
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As can be seen by the summary of the financials for 2018/19 Sun Pharma earnings have declined primarily due to a decline in the US business.

[image: ]
(Investor Presentation – February 2019 www.sunpharma.com)
Global PESTLE Analysis
Political
While growth drive in the United States is (Financial - cbl.org.Ir) projected to moderate as the effects of the fiscal stimulus fade, (US Growth To Remain Strong in 2018, Risks Rising for 2019) prolonged trade disputes could have significant spillovers on investment prospects. Commodity trade between the US and China has decreased by more than 15% since September 2018. Sun Pharma revenue contribution from the Us decreased by 34% from over 60% to the current contribution of 34%. Although not planned by Sun Pharma, this may mitigate the risk associated with the trade wars between the US and China and Russia. Economic activity in weaker confidence and prolonged uncertainty surrounding Brexit will dampen developments in Europe, which means Sun will continue to make slow progress in penetrating the European market. Sun products need to be registered by the regulatory board governing the European Union. Currently, the European Union uses one board. With Brexit looming, there is a risk that the regulations may change, delaying the registration of products further.

Environmental
The higher frequency and intensity of natural disasters, reflecting the rising effects of climate change, especially in developing regions, have compounded economic risks further. Climate uncertainty poses an ever-expanding peril to the international economy. A harmonised, multi-cultural approach to global climate policy, including a price on carbon, is a critical aspect needed to address climate change. The level of CO2 is estimated to be one of the most significant increases ever in 2019.  Carbon pricing initiatives remain confined and splintered. Sun Pharma gets a large percentage of its API (active pharmaceutical ingredients) from China. Because of environmental challenges, it is not uncommon for the Chinese government to shut down factories because of pollution, which poses an ongoing threat to the supply of API for Sun’s drugs. 
Economic risks are further compounded by the higher prevalence and ferocity of natural disasters, proving the increasing effects of climate change, especially in developing regions.  

Economic
Economic risks are further compounded by: 
The decrease in growth which has prompted a move towards more accommodating monetary policy postures across both developed and emerging economies. The short-term prospect for the global economy has decreased because of continually soaring unpredictability in the global policy climate and slower international trade activity. (WESP).  The growth predictions have decreased in all major developed countries and many developing territories, especially Southern Africa, Western Asia and Latin America and the Caribbean. (WESP) Since Sun Pharma has focussed its growth strategies on the emerging markets, this creates a barrier not foreseen two years ago. Growths in these regions were forecasted to grow in the double digits in previous forecasts.
While many countries are adopting easier fiscal insurance stances to boost growth, their power to introduce better motivational methods to prevent a steeper and longer downturn is finite.
In the second half of 2018, many sizeable developing and evolving countries gross fixed capital formation growth decreased.
The scope for least developed countries (LDCs) has weakened. They increased by 4.8 per cent in 2018, but GDP growth is projected to decline to 4.6 per cent in 2019, way below the SDG target of 7 per cent. These countries are already affected by severe poverty, and the forecasts threaten to increase the gap between them and developed countries even more.
Recent monetary policy shifts in advanced economies may increase debt accumulation and financial jeopardy. (WESP) With debt increasing, investment and spend will adversely affect the pharmaceutical industry and is likely to drive prices down even further.
The forecast for Africa is still challenging. Growth is predicted to increase, but the region faces difficulties in embarking on a robust and sustained growth trajectory. The projected GDP growth is at 3.2 per cent in 2019 and 3.7 per cent in 2020, after an estimated increase of only 2.7 per cent in 2018. In South Africa’s case, it has been political turmoil, instability in the mining sector, slow economic growth and the devaluating Rand that caused the downgrading by Standard and Poor’s credit rating for South Africa to BBB- with a negative outlook. This rating signals to potential investors that there is a risk involved because SAs debt has increased. The government might not have the money to pay back what it has borrowed.
Despite elevated external headwinds, the growth outlook in East Asia remains robust, supported by accommodative policies in most economies. GDP growth is projected to moderate slightly from 5.8 per cent in 2018 to 5.5 per cent in both 2019 and 2020. South Asia remains on a healthy growth path, even as growth projections are adjusted downward. Following growth of 5.7 per cent in 2018, GDP growth in South Asia is projected to drop to 5.0 per cent in 2019 and to recover to 5.8 per cent in 2020. The economic outlook for Western Asia has weakened, resulting in the downgraded growth forecast. Aggregate regional GDP is projected to expand by 1.7 per cent in 2019 and 2.6 per cent in 2020, after an estimated expansion of 2.6 per cent in 2018. Sun Pharma has invested heavily in India, and Asia and growths revenue are generally reasonable. Latin America has shown particularly high returns for Sun Pharma. Economic expansion in Latin America and the Caribbean is expected to pick up slowly, yet the risks point to the downside due to external and domestic factors. GDP is forecast to expand by only 1.1 per cent in 2019 and 2.0 per cent in 2020, following growth of 0.9 per cent in 2018.

Social
The macroeconomic outlook is deteriorating, placing pressure on any advances towards eliminating poverty and the 2030 Agenda for Sustainable Development.
Future poverty contraction, especially in Africa and South Asia, depends primarily on increasing the capacity for viable urbanisation. With the gap between the rich and the poor growing, the potential for growth in pharmaceutical sales is a threat. The number of displaced people, including refugees as well as being internally displaced, as a result of conflict, is approximated to have carried on increasing in 2018. Crime follows the displaced people, which places an extra burden on governments reputation for investment. Many countries in sub-Saharan Africa and Latin America have seen poverty levels increase since 2014.
While rural-urban poverty gaps are narrowing amid rapid urbanisation, the rural poor still account for almost 80 per cent of the poor worldwide. Unemployment in many countries is a huge problem contributing to poverty and holding back progress in skills development.

Legal
Regulations for the pharmaceutical industry are very high due to the nature of the products being sold. This does make the barriers to entrance very difficult to overcome and it is very expensive and time consuming to ensure compliance is adhered to. The high level of scientific skill required adds to the cost but does lower the risk of enfringement.

Trade Theories
Before moving on to the pharmaceutical market, it is essential to discuss the different trade theories on international trade. Trade is the exchange of goods and services between two parties. (Businesses or individuals) International trade is the same thing, except it involves two countries. All businesses function to benefit from the profit made. As the business has developed several policies, theories and strategies have become part of international trade, and they are made up of classic country based theories and modern firm-based theories. Classical theories include Mercantilism, Absolute Advantage, Comparative Advantage and Heckscher-Ohlin theory. Modern Firm-based theories include Country Similarity, Product Life Cycle, Global Strategic Rivalry and Porters National Competitive Advantage.

Mercantilism: states that a countries wealth is based on the amount of silver and gold it owns. They believed the country should export as much as possible and import as little as possible so that one could hold a surplus of gold and silver. In this way, the exports were more valuable than the imports, and the country could avoid a trade deficit. Today, this strategy is called protectionism.
Absolute advantage focussed on a country producing goods more efficiently than the opposing nation. Adam Smith argued that if one country could produce the goods cheaper and/or faster than the other country, it had an absolute advantage. In this way, the country could specialise and become skilled at producing that good while the other country could specialise in something else it was better at producing. The people of both countries would, therefore, improve their standard of living.
Comparative advantage was challenged by David Ricardo, who argued that one country might be better at producing all goods, and therefore, the second country would be at a disadvantage. He argued that even if country B did not have an absolute advantage, it could still produce the goods better and more efficiently than it produced other goods. If country B had to give up two bags of wheat to produce ten bunches of bananas, then it had a comparative advantage in producing only bananas. Country A may have to give up six bags of wheat to produce four bunches of bananas so it would make sense for country A to produce wheat. Each country would focus on producing the goods for it needed to make the least sacrifice.
Heckscher-Ohlin theory focussed on what factors the country had in excesses like labour, land and capital so a country would supply and export goods that required resources or factors that were in high supply and therefore the goods would be cheaper to produce. The country would, in turn, import goods it required that were in high demand, but where its resources were in short supply. In this way both countries would benefit from more goods and lifestyles would improve.
Country similarity means that consumers that are the same or similar in the two countries would have similar preferences. Country A would first produce goods for domestic trade and then export to a similar country with similar per capita incomes. Country B would do the same with other products, and both countries would have more products.
Product Life Cycle says that there are three phases to a product life cycle: a new product, mature product and a standardised or commoditised product. So the country would produce new products for domestic use and only export them once they were mature or standardised, which gives the innovator company an advantage over other countries. Today, innovation and new products take place all over the world, depending on what skills or resources are required and where they are found.
Global Strategic Rivalry focusses on MNC’s and the effort it takes for them to gain a competitive advantage which they can sustain through barriers to entry, which prevent a new competitor from entering the market. Examples of barriers to entry are the ownership of IP, unique processes, as well as the depth of experience in the industry, control of resources or raw materials, research and development.
Porters National Competitive Advantage theory says that industry competitiveness depends on the ability to innovate and upgrade. Because of pressure and challenge, companies gain an advantage against their competitors. They benefit from having strong domestic rivals, aggressive home-based suppliers, and demanding local customers. Labour costs, interest rates, exchange rates, and economies of scale are the most robust components of competitiveness. Companies merge, form alliances and strategic partnerships, collaborate and operate in almost all countries around the world. Managers lobby for more government support for their industries. Governments employ various policies intended to promote national competitiveness—from efforts to manage exchange rates to new measures to manage trade to policies to relax antitrust—which usually end up only undermining it. 
(https://2012books.lardbucket.org/books/challenges-and-opportunities-in-international-business/s06-01-what-is-international-trade-th.html}
https://hbr.org/1990/03/the-competitive-advantage-of-nations

































GLOBAL PHARMACEUTICAL MARKET

Market definition
The pharmaceuticals market is made up of ethical drugs only and does not include consumer health-care or animal health-care.  The global market includes North America, including Canada and Mexico,  South America, Europe, Asia-Pacific, Middle East, South Africa and Nigeria.

Market Analysis
The global market is demonstrating strong growth, which is driven by the surge in spending on pharmaceutical medicines in the emerging markets. 
The revenue for the global pharmaceutical market was $1,111.8m in 2018, with a compound annual growth rate (CAGR) of 4.5% between 2014 and 2018. The Asia-Pacific and US markets grew with CAGRs of 6.5% and 4.5% respectively, over the same period.  The United States, China, and Japan are the most critical global pharmaceutical markets, followed by the four largest European markets: Germany, France, Spain, and Italy. China growth is faster than any other country. For the pharmaceutical market, this presents a substantial opportunity for expansion into China while continuing to invest in the US, although the trade war with China and Russia to contribute to a level of risk. Growth in European countries has slowed down due to the nature of the current health care spending culture, which will further slowdown Sun’s penetration into this market. The ageing population in Japan is likely to support growth in the future due to the chronic diseases associated with ageing. The Japanese market presents an opportunity, but it is not easy to penetrate because of the strict regulations and complex distribution systems.
The US is an alluring market for new drugs since it is the largest market with consistent growth. Although the US has a free market approach, there has been a slow drive to force pharmaceutical prices down. The US has clamped down on manufacturing regulations of all importers of pharmaceuticals. The US FDA has banned several Indian companies from importing pharmaceuticals until they have met the FDA  production standards.  Europe has experienced marginal growths due to the ageing market and an increase in chronic diseases, forcing health care providers to drive costs down to balance sustainable access to innovative and new medicines with the rising costs of health-care on countries budgets. Brexit in the UK has put a stall on investment. The collapse of the pound has increased exports, but there is uncertainty about the future of its economy. The demise of the pound has meant that some European countries like the Netherlands medicines are more affordable since the EU uses UK prices as a reference base.  
The performance of the global market is expected to improve from 2018 to 2023 to a CAGR of 5.7%, bringing the value of the market to $1 469.8m by the end of 2023. The Asia-Pacific and US markets will grow by CAGR’s of  9% and 4.3% respectively over the same period. Asia-Pacific markets are performing particularly well for Sun Pharma.
(Global Pharmaceuticals - MarketLine Industry Profile https://advantage-marketline-
com.ezproxy.uwtsd.ac.uk/Product?ptype=Industries&pid=MLIP2896-0009).







Five Forces Analysis
The rivalry is intense because of large scale global companies as well as smaller generics competitors battling for approvals of medicines in a profitable market. Some countries put generic product registrations on “fast track” in order to increase competitivity and drive prices down. Legal and regulatory authorities make the entry into the market more difficult for originator products because the clinical study requirements for new molecules is strict, and therefore, the buying power is high. 
Both the public and private sectors of most countries provide health-care. Pricing is controlled by the government or the medical funders, which means that pharmaceutical companies have minimal control over the pricing of their products. 
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As can be seen by the Five Forces That Shape Industry from Porter, and relating to the discussion above, the bargaining power of buyers, new entrants and the threat of substitutes products is high in the pharmaceutical industry.

[image: ]
The forces driving competition include buyer power, substitutes, new entrants and the level of rivalry amongst competitors.
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The drivers of buyer power include buyer independence, buyer size, financial muscle, low-cost switching and oligopsony threat tendency to switch.

[image: ]
Factors influencing the likelihood of new entrants include low-cost switching, market growth, accessibility of suppliers and accessibility of distribution.

General taxation of individuals and businesses fund the public sector, while monthly deductions from private individuals salaries go towards private insurance. Some individuals pay for private health-care out of their own pockets or, if insured, they may have to co-pay for some medicines, procedures or hospital costs. Some countries make private health-care insurance mandatory, as the Netherlands does. With some insurers, patients pay up front for the costs of medicines, hospitalisation or procedures and claim back from insurers while other systems offer ‘free at the point of use’ systems for patients, as in the UK . The health care system, being integrated, plays a critical role in buying power. A central body, the National Institute for Health and Care Excellence (NICE), buys drugs developed for the National Health System in the UK . The manufacturer, therefore, will set prices according to what NICE considers is financially sustainable for the NHS based on its health economic evaluation. Healthcare policy-makers and payers are increasingly mandating or influencing what doctors can prescribe taking power out of the hands of the doctors.
The American system is not integrated, which means that therapies and access to health-care are negotiated by Pharmacy Benefit Managers who act on behalf of the health care plans. 
In Russia, drugs purchased from pharmacies are not covered or are only partly covered, which means out-of-pocket expenditure on drugs is a significant amount of private health care spending. The oligopsony status and price control of state policies and private sector institutions that purchase the medicines increase the buyer power.
Obtaining high-quality materials, equipment, personnel, and third-party clinical testing services are vital to the business of pharmaceutical companies. The regulators ensure that new drugs entering the market are safe and effective for patients. Non-drug therapies, like changes in diet, are substitutes for many drug therapies. 
While originator drugs fall under patent protection, a cheaper generic may not enter the market. In recent times, many blockbuster products have lost their patents, meaning cheaper generics have entered the market, driving prices down. The “patent cliff” of major blockbusters is reaching its end, meaning generic companies need to find new strategies for growing their business. For originator products that do not have adequate generic drug competitors, they can continue selling with little or no competition. Some originator companies launch their own generic to protect their market share.
Medicines that are most likely to grow in markets of the developing world, over the next 13 years, are highly varied. These countries have very different clinical and economic characteristics, health-care systems and attitudes towards the protection of intellectual property. Any company that wants to serve these markets successfully will, therefore, have to devise strategies tailored to their individual needs.

Buyer Power
Ageing populations have resulted in rising health-care costs, forcing governments to put pressure on lowering prices. Emerging markets are using more pharmaceutical medicines as the middle-class economies grow, and therefore, are becoming more critical for manufacturers. Some of the largest buyers in the global market include various central buying services in the countries, making up the largest buyers of pharmaceuticals, which gives them the power to negotiate the price. Independent pharmacies operate on a small scale and thus have less influence.
Scheduling of pharmaceutical products is enforced according to various criteria imposed by the regulatory bodies and, except for over the counter (OTC) medicines, patients need a prescription from a doctor in order to purchase a drug. Other than the United States, manufacturers may not advertise prescription medicines directly to consumers. Below the line, marketing aimed at the professional medical fraternity forms the bulk of pharmaceutical advertising. Most medical conditions have several different molecules or combinations thereof which offer various points of differentiation like the ease of dosing, efficacy, low side effects and cost-effectiveness, for treatment, which weakens buying power. However, if the products are no longer under patent protection, there is a high level of generic competition, which increases buyer power.
Genetic and genomic research, giving rise to the possibility of personalised medicine, is also likely to decrease buyer power. 
The public and private sectors of most countries provide Healthcare.  Pricing is controlled by the government or the medical funders, which means that the pharmaceutical companies have minimal control over the pricing of their products, therefore increasing buyer power. These may fund purchases directly, as does the National Health Service in the UK, or they may reimburse some or all of an end user’s initial purchase, which increases buyer power. Not only can such large purchasers exert monopsony market power, but also it is widespread for them to use one or more specific price control strategies. South Africa government, for example, uses single exit pricing (SEP) to control pricing in the private market. When launching a product, a company launches at a specific price. After that, the government dictates, once a year, what percentage price increase is taken on the product. The government uses a formula which includes the inflation rate and exchange rate to calculate the percentage. The percentage is applied to all pharmaceutical products, irrespective of the molecule, therapeutic category or dosage form. The industry has argued for years about the method used by the government as the percentage derived at, is usually lower than what the industry calculates. The medical insurances then set reimbursement pricing levels for molecules. They reimburse in full if the products are at or below the reimbursement price. If the medicine is above reimbursement price, the patient has to pay the difference out of pocket.
The government sector of South Africa operates on a tender basis. Products are selected based on the lowest price, BEE (Black Economic Empowerment) status of a company, and local manufacturing status. 
It is common for countries to use reference pricing as a measure to control prices. 
One country will compare prices with several other countries that have a similar GDP per capita. If the countries being compared to have generics in their market, then this can be used to drive down the prices of originator products in the country doing the reference pricing. Application of a  similar strategy is used by comparing to countries that have a lower GDP per capita. 
US and Germany are moving towards a value-based pricing system in which the price of drugs is based on health outcomes rather than development costs.
Price-volume or profit controls are used where a company may only sell a certain number of drugs made from specific molecules, or a company may only make a certain amount of profit from a molecule. Import tariffs are also used to encourage manufacturers to locate the manufacturing plants in a given economy.
Because of the lack of research, the pharmaceutical industry in developing countries is unable to contribute significantly to global markets. Such as in the Indian context, Mahajan et al. (2015) observed that the pharmaceutical industry had capitalised mainly on its low-cost production of generic drugs and in the domestic market.

Research and Development
Research and development spending in 2017, in the pharmaceutical industry, totalled 165 billion US dollars globally. For comparison, R&D expenditures amounted to 129 billion dollars in 2010. Pharmaceutical R&D includes the thread from the original investigation of disease courses, the compound testing over pre-clinical, and all clinical trial stages. At a particular stage in the process -mostly during the pre-clinical phase – a governmental authority is involved (Global pharmaceutical R&D spending 2010-2024) in overviewing, regulating, and ultimately approving the drug. (Statista.com). BIO published a study reporting that the average overall likelihood of approval (LOA) by FDA from Phase I was 9.6 per cent was a 1 in 10 chance. The rate is even lower for major disease areas like oncology. Phase II clinical programs continue to experience low success rates as well, with only 30.7 per cent of candidates advancing to Phase III, a slightly worse rate than it was a few years ago. (Ralf Huss). The industry needs to focus on ways to reduce the ongoing high failure rate, which contributes to the high cost of clinical trials. It also includes the expenditure of high cost and time in conducting clinical trials with a low success rate in product discovery and clinical development, generic competition at the end of product patent life followed by high uncertainties in demands and capacity planning (Lainez et al., 2012). Talias (2007) has observed that innovation rates in the industry have shown considerable decline because of the long-time of 15-30 years spent in the development of new drugs.

Supply Chain Logistics
The supply chain for Pharmaceutical manufacturers begins with the manufacturer who sells to drug wholesalers, which then sell on to pharmacies or health-care institutions such as hospitals. 

[image: ]
https://search-proquest-com.ezproxy.uwtsd.ac.uk/abicomplete/docview/304958491/fulltextPDF/759FB2F72B6E4D72PQ/1?accountid=130472

Generic companies are finding the complexity of managing supply chains more difficult because of the extensive range of products in different formulations and therapeutic categories, short product life cycles, outsourcing, advances in information technology and globalisation. (Lee, 2002). 

[image: ]
https://search-proquest-com.ezproxy.uwtsd.ac.uk/abicomplete/docview/304958491/fulltextPDF/759FB2F72B6E4D72PQ/1?accountid=130472
If supply chains are not managed effectively and efficiently, it can be the demise of a pharmaceutical business.

Insufficient funding, inability to forecast accurately, lack of incentives for maintaining stocks, inefficient distribution systems and pilferage of medicines for private resale have led to the low availability of cheap drugs that are essential for the primary health-care sector (WHO, 2009). 
Porter (1980) has considered input pricing, uncertainty in product demand, actions of competitors, actions of governmental bodies, bargaining power of suppliers and buyers, the threat of new drugs in the field and global economic dynamics as the significant challenges for the pharmaceutical industries.
Bhakoo and Chan (2011) have considered a pharmaceutical supply chain more complicated because it needs the cooperation of different stakeholders such as pharmaceutical manufacturers, wholesalers, distributors, customers, information service providers and regulatory agencies.  

Supply Chain Challenges:
[image: ]
https://search-proquest-com.ezproxy.uwtsd.ac.uk/abicomplete/docview/1826443566/fulltext/D98B55AE2EB74E86PQ/6?accountid=130472


Resources consist of factors related to assets of an organisation such as new product development (NPD) capabilities, new process development capabilities, capacity development and planning, plant and network design, pipeline and development management, e-business capability. Also included are research and development capabilities and processes consisting of other value-adding activities such as inventory management, outsourcing logistics activities, reverse logistics processes, Lean manufacturing process, green SCM processes and quality management.







Conclusion
Based on the discussion above, a suggestion for Sun Pharma would be to revise their manufacturing and supply chain systems and planning. Sun Pharma has made many acquisitions since it entered the market in 1983, as can be seen by the flow chart below:
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Sun has expanded at a rapid rate, both in value and in geographical reach. The variety of molecules and presentations is vast, which has made a consistent and reliable supply of medicines to all market extremely difficult to manage successfully. The US has forced manufacturers to upgrade their production facilities to meet global standards, and in particular, the US FDA requirements, which has entailed significant investments and long periods of out of stocks of many brands during the upgrade projects. Although the company has grown in value, it could have been better if the manufacturing and supply were managed effectively. In the current scenario, priorities are given to larger markets. Smaller markets manage to launch and penetrate the market successfully, only to suffer out of stocks. Moreover, they lose their initial absolute or competitive advantage in the market place. Because the competitive rivalry is so fierce, competitors take advantage of the opportunity to capitalise on the market share. Buyers do not take kindly to out of stock situations and thus will switch to competitors very quickly. Provided the competitor is consistent with stock supply; it is challenging to regain initial market shares since the power sits very firmly with the buyer. 
The push and pull boundaries must be managed carefully, beginning with demand forecasting. Current demand forecasting is done using Excel spreadsheets, which is not an effective or reliable method of managing inventory. Future demand should be forecasted on historical patterns of demand. The marketing department should use sophisticated IT systems which do exist, to provide two-year aggregate demand forecast to the supply chain. Supply of and demand for a product should match appropriate quantities and timing of inputs, transformation and outputs. The level strategy maintains stable machine capacity and workforce levels with a constant output rate. It also builds up inventory based on forecasted demand. Master production scheduling is based on the forecast and sometimes abnormal demand. The bill of material manages the amount of material and components required to make the product. It helps the company manage raw material issues effectively and efficiently based on the master production schedule. Lead times vary from 60 days to 180 days, so planning should be done accordingly. Consistent and reliable stock supply goes a long way towards developing healthy relationships with the value chain members, based on trust. 
The second proposal will be for the New Business Development team. Current development is based on internal skills and efficiencies, rather than external market needs. As stated earlier, one of the main reasons products fail is that the research has not been done thoroughly to ensure that there is demand and need for the product. It is sometimes assumed, in the generic pharmaceutical industry, that market research is not necessary since the originator companies have done it all. Product life cycles, new molecules entering the market place, product commoditisation, competitor environment and economic factors and disease burden need to be taken into consideration when considering future pipelines. Product dossier submissions to regulatory authorities should be submitted long before launches are planned to ensure first to generic market entry. Regulatory authorities are moving towards registering all dossier submissions for a particular molecule as a batch., which removes the advantage of first to market entries and requires efficient and effective pre-launch planning and strategies. The power in the market place has shifted to buyers and payors ( health insurers) and governments, therefore these liaisons and negotiations with these players should form an integral part of the pre and post-marketing strategies. 

Possible growth in trade barriers as a trade war looms between the USA and China and as Russia faces growing trade sanctions
While developed countries outlook is forecast to decrease for the medium term the emerging markets will continue to grow at approximately the same rate as was experienced in 2018/19 because of the recovery in commodity exporters. India, in particular , is expected to take up the slack from China’s slow down as well as Europes low growth percentage. Sun Pharma, as an Indian company should seize the opportunity to grow its business in select developing markets, and avoid being too reliant on US trade in case of the potential risks involved. The developing countries that will maintain healthy growths should be earmarked while those expected to decline in this climate must be approached with caution. 
The trade war between the US and China poses  risks to global business that could harm international trade. The spillover effects to other nations is potentially catastrophic and careful consideration should be given to investments made with either countries. Positive opportunities may arise as a result of the trade war. We have seen how Huawei has been affected by the trade sanctions placed on them by the US.  Emerging market and developing economies is expected to increase from 4.8 percent in 2017 to 4.9 percent in 2018 and 5.1 percent in 201, coming primarily from a strong economic performance in emerging Asian countries. Opportunities for commodity exporters is expected to continue with the positive trend. Growth forecast revisions were positive for 2019: Emerging Europe and Latin America coming through as strong contenders.
India and China grew last year as a result of an increase in exports as well as strong domestic consumption, however, investment growth slowed. Brazil and Russia in particular were hit by the commodity price downturn in 2015-16. Sun Pharma has just acquired a Russian Pharma company with manufacturing facilities and the returns have been disappointing. There was an upswing in emerging markets trade from 2.2% in 2016 to 6.4% in 2017 as a result of improved investment growth rates for commodity exporters. Another contributor to the upswing was advanced economy investment and domestic demand.
On the downside if trade tensions worsen between the US and China and broader trade restrictions are introduced this could directly affect economic activity as well as decreasing confidence with more negative repercussions. 
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Figure 5: Forces driving competition in the global pharmaceuticals market, 2018
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Figure 6: Drivers of buyer power in the global pharmaceuticals mark
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Figure 8. An Accountable Supply Chain - Pharmaceutical Pedigree.
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Driving Long Term Growth 2

- Optimize operational costs
- Enhance share of specialty business Ot =

globally

- Achieve differentiation by focusing on
technically complex products

- Focus on key markets - achieve
critical mass.

- Speed to market -

- Ensure sustained compliance with Create
global regulatory standards sustainable |Gk

revenue streams [REEEES

- Vertically integrated operations

Balance | IS
profitability & [ elE0E e
investments
for future

Use acquisitions to bridge
critical capability gaps
Focus on access to products,

+ Increasing contribution of technology, market presence

specialty and complex products R 2 e
- Future investments directed EERE SIS
towards differentiated products.

* Focus on payback timelines
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Financials sy

Market Capitalisation Rs. 1,070 billion / US$ 15 billion

Sales. 160,044 2% 272451 70% 278,881 2% 302642
Gross Profit 132250 4% 205059 55% 215577 5% 221335
EBITDA 71141 5% 77,208 9% 7559 2% 81751
Net Profit 31415 5% 4539 44% 45457 0% 6964
Net Profit (Adjusted) 56,589 # 59% 47771%  -16% 52309 # 9% 69644
R&D Spend. 10418 48% 19550 8% 23005 18% 23138 0% 22489 3%
‘Shareholders Funds 185250 2% 280415 S1% 329825 18% 366397 11% 381006 4%
Loan Funds 248% 75724 4% 83164 10% 80910 3% 97518 2%
Net Fixed Assets. 58242 15% 96,848 66% 124130 28% 149404 2% 157110 5%
Investments 27,860 16% 35028 26% 18298 -48% 11,919 35% 71430 499%
(Cash and Bank Balances 75902 87% 109771 45% 131817 20% 151,408 15% 9929 -34%
Inventory 31230 2% 56669 81% 6425 13% 68328 6% 68810 1%
Sundry Debtors 22,004 9% 50928 1% 67,757 3% 72026 6% 78150 %%
Sundry Creditors 13283 2% 32430 144% 35830 10% 43954 2% 47660 8%
Exchange Rate :
For Market Capitalsation USS1 = Rs 70.94(As on 13 February 2019)
# Adusted for R 25.17 bn proviion related o generic Pofoni settlement for the year FY14 and
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