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To, To,

Dy. General Manager The Manager — Listing,

Department of Corporate Services, National Stock Exchange of India Ltd.,
BSE Ltd., Plot No. C/1, G Block,

P. J. Towers, Dalal Street, Bandra Kurla Complex,

Fort, Mumbai — 400 001. Bandra (E), Mumbai — 400 051.

Ref: Scrip Code: 532296 Ref: Scrip Name: GLENMARK

Dear Sirs,

Sub:- Rating by S&P Global Ratings

With reference to the above subject, we have to inform you that our credit rating has been revised by S&P Global
Ratings from ‘BB’ to ‘BB-’ as part of their review cycle. They have revised the outlook from ‘Negative’ to ‘Stable’.

In addition, they have revised the rating on the senior unsecured notes issued in 2016 from ‘BB’ to ‘BB-".

Kindly find enclosed rating research update issued by S&P Global for your reference.
Thanking You.

Yours faithfully,

For Glenmark Pharmaceuticals Ltd.
HARISH vmarakKosen

VINAYAK KUBER Date: 2016.03011706:29

Harish Kuber

Company Secretary & Compliance Officer

Encl: As above
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Research Update:

Glenmark Pharmaceuticals Downgraded To 'BB-'
On Continuing Weak Operating Performance;
Outlook Stable

Overview

* I ndia-based denmark's leverage is likely to remain el evated over the
next 24 nmonths due to the generic pharnmaceutical conpany's weak operating
per f or mance.

* W believe weakness from severe pricing pressures in the U S. market wll
continue to weigh on dennark, delaying a recovery in the conpany's
financial position. The better operating performance of denmark's
non-U. S. businesses will tenper this weakness.

e W are lowering our long-termcorporate credit rating on denmark to
"BB-' from'BB . W are also lowering our long-termissue rating on the
conpany's seni or unsecured notes to 'BB-' from'BB'.

 The stable outl ook reflects our viewthat denmark's FFO-to-debt ratio
will be steady at 20% 25% over next 12-18 nont hs supported by nodest
growth and stabl e EBI TDA nar gi ns.

Rating Action

On March 1, 2018, S&P d obal Ratings lowered its | ong-term corporate credit
rati ng on Indi a-based generic drugmaker G enmark Pharmaceuticals Ltd. to 'BB-'
from'BB . The outlook is stable. W also |owered our |long-termissue rating
on the conpany's senior unsecured notes to 'BB-' from'BB'.

Rationale

The downgrade reflects our view that dennmark's leverage is likely to remain
el evated over the next 24 nonths due to the conpany's weak operating
per f or mance.

We estimate that |ndian pharmaceutical conpanies such as denmark wll
continue to face severe pricing pressure and margin erosion in the U S
generic drugs market, |leading to an overall subdued operating performance. The
better operating perfornance of dennark's non-U. S. businesses will tenper
this weakness. W believe the conpany's business is fairly well diversified.

W estimate that A ennark's | everage neasured by the ratio of funds from
operations (FFO to debt will be about 20%in fiscal 2019 (the year ending
March 31, 2019). W estimate that denmark's | everage could i nprove to about
25%only by the end of fiscal 2020, provided the conpany significantly
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i mproves its operating performance by |aunching new products or through
potential out-licensing deals using its innovative pipeline.

G enmark's revenue for the third quarter of fiscal 2018 fell by 13.1%while
its EBITDA margins slid sharply to bel ow 15.0% A 40.2% year-over-year decline
in US. sales largely overshadowed good growth nonentum el sewhere. A | arge
part of the decline in revenue and margi n conpressi on was al so due to the |ack
of new product launches in fiscal 2018, after one-tinme exclusive Zetia sales
in fiscal 2017. W expect the price erosion in the U S narket to continue
over the next 12-18 nonths.

We believe Genmark has a strong slate of 18-20 products, which should help
the conpany regain growh in fiscals 2019 and 2020, and push the EBI TDA margin
back to the 18% 20% r ange.

We expect G enmark's working capital cycle to remain |onger than that of nost
of its peers. This factor, coupled with continuing capital expenditure (capex)
and novel drug rel ated research and devel opnent expenses, is likely to limt
del everagi ng opportunities over the next 12-18 nonths. W estimate that the
conpany's reported debt will broadly remain unchanged over the next two years.

Qur base case for fiscal years 2019-2021 assunes the foll ow ng:

e Aennark's overall revenues to grow by 8% 10% in fiscal 2019 and by
13% 15% i n fiscal 2020.

e Its U 'S. revenues to be US$500 million-US$550 nillion, mainly driven by
new product |aunches, even as prices of existing products decline by
5% 10%

* The conpany's India business to grow faster, at 15% owing to the |aunch
of new products with a good presence in dernmatol ogy, respiratory and
cardi o- net abol i ¢ t herapi es.

* The Europe business to have steady growth of 15% 20% from new products
and entry into new markets.

e Aenmark's EBITDA margin to be 18% 20%

* Its capex to be Indian rupee (INR) 7.0 billion-1NR8.0 billion annually.

e Its working capital investnment to be INR3.0 billion-1INR4.0 billion
annual |y to support revenue grow h.

Based on these assunptions, we arrive at the followi ng credit measures over
t he next 12-24 nonths:
* Ratio of FFOto debt to remain at 20% 25%
» Ratio of gross debt to EBITDA to remain at 2.2x-3.0x.
e Free operating cash flowto fluctuate between narginally negative to
mar gi nal |y positive.

Qur base case for denmark assunmes significant revenue contribution fromthe
 aunch of new products. Any significant delay in these | aunches could further
pressurize the conpany's |everage. Qur estimates do not envisage any materi al
adverse observations by the U S. Foods and Drug Administration (FDA) over the
next 12-24 nont hs.
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Liquidity

W view Aenmark's liquidity as adequate. W expect the conpany's liquidity
sources to exceed 1.2x its uses over the next 12 nmonths. Net liquidity sources
shoul d remain positive even if EBITDA declines by 15%

d enmark mai ntains sound rel ationships with banks and has a fair standing in
the I ocal credit nmarkets. W consider the conpany's financial managenent to be
prudent because it has issued equity and addressed its refinanci ng needs on a
tinmely basis.

Qur liquidity estimates for the 12 nonths ending Dec. 31, 2018 are:

Key liquidity sources include:
e Cash bal ance of INR10.4 billion as of Dec. 31, 2017.
e Cash FFO of INR9.5 billion-I1NRLO.5 billion.

Key liquidity uses include:

e Debt maturity of about INR7.0 billion.

* Negative working capital novenent of INR3.0 billion-1NR4.0 billion
annual | y.

 Mai ntenance capex of INR3.0 billion annually.

 Dividends of up to INR80O million annually.

Outlook

Qur stable outlook on denmark reflects our expectation that the conpany's
FFO-to-debt ratio will be steady at 20% 25% over next 12-18 nonths supported
by npdest growth and stabl e EBI TDA nargins of 18% 20% W al so expect the
conpany's liquidity to remain adequate over this period. In our base case, we
do not foresee any new adverse U.S. FDA-rel ated observati ons or proceedings.

Downside scenario

W nay lower the rating if Genmark's ratio of FFO to debt stays bel ow 20% and
free operating cash flows turn materially negative. This could happen if: (1)
new product revenues fail to boost revenues and support nargins; (2) working
capital and capex increase significantly higher than our base case; or (3) the
conpany engages in debt-fuel ed acquisitions or sharehol der distributions.

Upside scenario

We nay upgrade denmark if the ratio of FFO to debt approaches 30% The
conpany's revenue growi ng by close to 20% and EBI TDA margi ns stayi ng above
22% supported by steady working capital and capex spending, could result in
such a situation. Measures such as out-licensing and use of cash to reduce
debt could lead to such inprovemnent.
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Ratings Score Snapshot

Corporate Credit Rating: BB-/Stable/--

Busi ness risk: Wak

e Country risk: Internediate risk
e Industry risk: Low risk

e Conpetitive position: Wak

Fi nancial risk: Significant
e Cash flow Leverage: Significant

Anchor: bb-

Modi fiers

e Diversification/Portfolio effect: Neutral (no inpact)
e Capital structure: Neutral (no inpact)

e Liquidity: Adequate (no inpact)

 Financial policy: Neutral (no inpact)

 Managenent and governance: Fair (no inpact)

e Conparable rating anal ysis: Neutral (no inpact)

St and-al one credit profile: bb-

Related Criteria

e Criteria - Corporates - Ceneral: Reflecting Subordination Risk In
Corporate |Issue Ratings, Sept. 21, 2017

* Criteria - Corporates - Recovery: Methodol ogy: Jurisdiction Ranking
Assessnents, Jan. 20, 2016

e Criteria - Corporates - Ceneral: Methodol ogy And Assunptions: Liquidity
Descriptors For d obal Corporate |Issuers, Dec. 16, 2014

e Criteria - Corporates - Industrials: Key Credit Factors For The
Phar maceutical Industry, April 8, 2014

e Criteria - Corporates - General: Corporate Mthodol ogy, Nov. 19, 2013

e CGeneral Criteria: Country Ri sk Assessment Met hodol ogy And Assunpti ons,
Nov. 19, 2013

 General Criteria: Methodol ogy: Industry Risk, Nov. 19, 2013

e Criteria - Corporates - Ceneral: Corporate Methodol ogy: Ratios And
Adj ust nents, Nov. 19, 2013

* CGeneral Criteria: Goup Rating Methodol ogy, Nov. 19, 2013

e CGeneral Criteria: Methodol ogy: Managenent And Governance Credit Factors
For Corporate Entities And Insurers, Nov. 13, 2012

e CGeneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009
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Ratings List

Downgr aded
To From
d enmar k Pharnmaceuticals Ltd.
Corporate Credit Rating BB-/ St abl e/ - - BB/ Negati ve/ - -
Seni or Unsecured BB- BB

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neani ngs ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. st andardandpoors.com for further
information. Conplete ratings information is avail able to subscribers of

Rati ngsDi rect at www. capitalig.com Al ratings affected by this rating action
can be found on the S& d obal Ratings' public website at

www. st andar dandpoors. com Use the Ratings search box located in the |eft

col um.
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