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Headwinds in remission; revenues of ICRA’s sample set of Indian API companies to grow 

by 7-8% and operating profit margin to improve to 12-14% in FY2025: ICRA 

• Credit profile of ICRA’s sample set companies to remain comfortable with Total Debt/OPBDITA of 1.2 times in FY2025   

• Capital expenditure expected to moderate to Rs. 5.6 billion in FY2025 from an estimated Rs. 7.6 billion in FY2024 

In its recently released research note, rating agency ICRA highlighted the encouraging growth prospects of the 

Indian active pharmaceutical ingredients (API) industry. ICRA expects the revenues of its sample set of companies 

to expand at a CAGR of 7-8% between CY2023 and CY2029 from an estimated size of USD 13-14 billion in CY2023. 

This will be driven by a steady ramp-up in the pharmaceutical formulations industry, which in turn, will be aided by 

an increasing geriatric population, higher prevalence of chronic diseases, and rising demand for contract 

manufacturing with global customers looking to diversify their supply chain along with greater focus on domestic 

sourcing. ICRA forecasts the operating profit margin (OPM) of its sample set of companies to improve mildly in 

FY2025.  

Indian API industry players faced considerable volatility in earnings over FY2021-FY2023 on account of multiple 

headwinds such as rising raw material costs due to elevated crude oil prices and pandemic-induced lockdowns in 

China, resulting in a shortage of key starting materials (KSMs) and APIs globally, inflationary pressures and 

increased energy costs in Europe, as well as heightened volatility in foreign exchange rates. Nonetheless, raw 

material prices have softened post FY2023. The container availability issues during the lockdowns were further 

accentuated by the Russia-Ukraine war, which led to a considerable increase in global freight rates. 

Commenting on the industry performance, Deepak Jotwani, Vice President & Sector Head – Corporate Ratings, 

ICRA said: “Given the subsequent remission in many of these headwinds, ICRA expects revenues of its sample set of 

companies1 to grow by 7-8% in FY2025, post an estimated increase of 3-5% in FY2024. Given the lower input costs, 

along with growth in revenues, ICRA expects the earnings improvement recorded in FY2024 to sustain in FY2025 

and the OPM to enhance to 12-14% from 11-13% in the previous fiscal. However, the impact of subdued demand 

from some key export markets such as Europe and tensions in the Red Sea impacting supply chain and freight costs 

will continue to be monitored.” 

India imported APIs and bulk drugs worth ~Rs. 377 billion in FY2024, accounting for ~35% of its total API 

requirement, of which China accounted for ~70%. Moreover, dependence on Chinese imports of APIs for certain 

essential medicines is as high as 80-100%. Almost the entire requirement of certain fermentation-based APIs like 

ciprofloxacin and norfloxacin is sourced from China. The cost advantages with the Chinese API industry and the 

volatility in the prices of APIs have made domestic production of certain APIs unviable for Indian manufacturers, 

resulting in continued dependence on China. Even where APIs are manufactured locally, KSMs are primarily sourced 

from China. The Chinese API industry, which accounts for ~40% of the global requirement, is supported by higher 

economies of scale, subsidies, and fiscal incentives offered by the Chinese Government, along with lower power, 

fuel, and borrowing costs.  

India has witnessed favourable traction in the production linked incentive (PLI) scheme launched by the Central 

Government for the bulk drugs industry. The scheme particularly focuses on select molecules such as Penicillin G 

 
1 ICRA’s sample set of companies includes Aarti Drugs Limited, Anuh Pharma Limited, Covalent Laboratories Private Limited, Everest Organics Limited, Hikal 

Limited, NGL Fine Chem Limited, Satya Deeptha Laboratories Private Limited, Sri Krishna Pharmaceutical Limited, Supriya Lifescience Limited, Virchow 

Petrochemicals Private Limited 
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and 7-ACA, which require sizeable investments and involve high energy consumption during the manufacturing 

process.  

Commenting on the updates on the PLI scheme, Mr. Jotwani said, “As of now, ~62% of the originally envisaged 

investment of ~Rs. 6,500 crore has been made in 32 commissioned projects out of a total of 48 envisaged projects. 

One of the key products approved under the scheme is penicillin-G, for which India remains highly dependent on 

China. A leading Indian API manufacturer is likely to commission its penicillin-G manufacturing facility under the PLI 

scheme in FY2025, helping reduce India’s dependence on China for this bulk drug. Domestic manufacturing will also 

help formulations manufacturers reduce their inventory carrying cost through efficient supply chain management. 

However, the overall lowering of dependence on China for APIs will ultimately depend on the ramp-up in production 

of various approved products and price competitiveness of the Indian manufacturers”.  

With the completion of capacity expansion by most companies in ICRA’s sample set, the capex is expected to 

moderate to Rs. 5.6 billion in FY2025 from an estimated Rs. 7.6 billion in FY2024. Credit metrics for ICRA’s sample 

set of companies are thus expected to remain comfortable, with Total Debt/ OPBDITA at 1.2 times and interest 

coverage of 10.0 times in FY2025, supported by a marginal improvement in OPM and modest capex plans. This is 

after the weakening of debt coverage metrics in FY2023 due to pressure on earnings and range-bound movement 

noted in FY2024. 

Click here to access our previous press releases on the sector. 

 

For further information, please contact: 

 

Media Contacts: 

Naznin Prodhani 

Head – Group Corporate Communications & Media 

Relations 

ICRA Ltd 

Tel: + (91 124) 4545300,  

Dir - 4545860  

Email: 

naznin.prodhani@icraindia.com 

Shreya Bothra 

Manager - Corporate Communications & Media 

Relations 

ICRA Ltd 

Tel: + (91 022) 61693300, 

Dir - 61693367  

Email: 

shreya.bothra@icraindia.com 

© Copyright, 2024 ICRA Limited. All Rights Reserved.  

All information contained herein has been obtained by ICRA from sources believed by it to be accurate and 

reliable. Although reasonable care has been taken to ensure that the information herein is true, such information 

is provided 'as is' without any warranty of any kind, and ICRA in particular, makes no representation or warranty, 

express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of 

its group companies, while publishing or otherwise disseminating other reports may have presented data, 

analyses and/or opinions that may be inconsistent with the data, analyses and/or opinions presented in this 

publication. All information contained herein must be construed solely as statements of opinion, and ICRA shall 

not be liable for any losses incurred by users from any use of this publication or its contents. 

Disclaimer: 

This Press Release is being transmitted to you for the sole purpose of dissemination through your newspaper / 

magazine / agency. The Press Release may be used by you in full or in part without changing the meaning or 

context thereof, but with due credit to ICRA Limited. However, ICRA Limited alone has the sole right of distribution 

https://www.icra.in/Media/MediaRelease
mailto:naznin.prodhani@icraindia.com
mailto:shreya.bothra@icraindia.com


 

 
www.icra.in 

of its Press Releases for consideration or otherwise through any media including, but not limited to, websites and 

portals. 

About ICRA Limited: 

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial 

services companies as an independent and professional investment Information and Credit Rating Agency. Today, 

ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited 

Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international 

Credit Rating Agency Moody’s Investors Service is ICRA’s largest shareholder.   

Click on the icon to visit our social media profiles. 
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