The Times of India

o

Reliance

Life Sciences

THE TIMES OF INDIA

Publication : The Times of India (print)

Date
Page
Title

2 July 3, 2018
11 of1

: Shut Chinese companies

hit desi pharma players

Shut Chinese cos hit

7 Bl

Rupali.Mukherjee
@timesgroup.com

Mumbai: The shakeup in
Chinese factories in the wake
of environmental concerns is
sending shivers down the spi-
ne of the domestic drug in-
dustry, with many fearing the-
re will be supply disruptions
and inflationary pressures.
The environmental disrup-
tion in China has led to a mas-
sive increase — as high as
120% — in prices of key raw
materials like active pharma-
ceutical ingredients (APIs).
Costs have increased across
therapies — including anti-di-
abetic, cardiovascular, central
nervous system, vitamins and
antibiotics — over those pre-
vailing in June 2017. Some of
the largest hikes have happe-
ned in oncology where prices
of key startingmaterial foron-
cology APIs, like 5-Fluorocyto-
sine and HMDS, have witnes-
sed a jump of 60% and 484%,
respectively Certain others
jumped around 20% in 3 years.

Over the last year, nearly
1.5 lakh factories in China ha-
ve closed down, of - which aqu-
arter will affect pharmaceuti-
cals. An estimated 145 API ma-
nufacturers have shut shop
there. It is feared that most
small suppliers will not open
againasthey would notbeable
to comply with the tough envi-
ronmental standards.

For the last several deca-
des, the Indian pharmaceuti-
cal industry has been depen-
denton APIsas wellaskey in-
termediates for APl manu-
facturing sourced from
China. This was driven by
the competitive pricing that
Chinese suppliers could of-
fer, based on large scales of
manufacture as well as state-
driven subsidies.

A Dr Reddy’s executive
told TOI, “All these factors
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have led to a rise in input pri-
ces for most manufacturers
of APIs. Furthermore, there
is high pressure on formula-
tion prices, especially in the
US, which is the result of con-
solidation as well as pressure
on healthcare costs. Therefo-
re, APl manufacturers arefa-
cing twofold challenges —
higher input prices on inter-
mediates, and lower prices
on formulations,”

desi pharma players

lesser extent than China.”

As KSM manufacturing
starts to pick up outside
China, increasingly pro-
ducts will be priced accor-
ding to local economics, and
this too impacts KSM costs
and spills over to API pricing
aswell, headded.

Crude oil price trends ha-
ve also impacted the solvents
market, which is an impor-
tant part of the cost composi-

KEY INPUTS GET DEARER

Price of material (inz/kg) | Jun'17 Jun"18 |

Change (%)

Vitamin E-Acetate P 1450 3,200 | NI 21

Calcium Citrate USP 135 250 | 85
Cefuroxime Axetil IP*
(Antiblotic) 6,300 9,500 l- 51

Adithromycin 1P* (Antibiotic) | 6,480 8,100 [l 25

Itraconazole Pellets IH
(Dermatology)

4800 6,000 1‘ 25

Metformin Hydrochloride IP
(Anti-diabetic)

195 213 ‘I9

*Amorphous; *Dihydrate

Since several basic chemi-
cals could still be affected, the
effects on supply chain are yet
to be seen. Many starting ma-
terials could be impacted so-
on, then key raw materials,
then APIs in weeks or months.

API manufacturer Uqui-
fa's executive director Sau-
rabh Gurnurkar said, “Price
increases of API are happe-
ning due to increase in KSM
(key starting material) pri-
ces, which are the building
blocks for the API (active in-
gredient). This is being dri-
ven by supply uncertainties
emerging out of China,
which is where KSM manu-
facturersarelocated. Even in
India (another key base for
KSMs), there have been in-
stances of units being impac-
ted by pollution concerns, le-
ading to supply issues and
thus the impact on product
pricing, though clearly to a
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tion when it comes to manu-
facture of APIsor intermedi-
ates. PwC India leader (phar-
maceutical & life sciences)
Sujay Shetty said, “If the ru-
pee depreciation (against the
dollar) persists, then there
could bealong-term pain (for
the industry).”

Reliance Life Sciences
president and CEO K V Sub-
ramaniamsaid, “The pricing
and availability situation of
API intermediaries from
China will compound the al-
ready stressed situation on
margins, caused by customer
consolidation and greater
supply side competition in
developed markets.”

Incertain cases, prices in-
creased sharply and then ca-
me down to higher than earli-
er levels. For instance, Vita-
min C price increased from
$3-4 to $13-14 per kg, and has
since dropped to $6 per kg.



