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HIGHLIGHTS

Our View

Risk to our
call

Strong beat in revenues driven by US at US$79mn as sartans
continue to remain stable opportunity; not much from
Azithromycin

India declined 6% yoy as lock downs across cities in April and
May and early June impacted sales; management aims to
outperform the industry even on the decline

Margin came in better than expected at 30% as R&D spend
lower at Rs1.4bn vs Rs1.8bn in Q4 FY20; gross margin came off
due to lower India and higher API revenues

QIP to fund complex generics and 505b2 opportunities as also
to repay debt; funding for less capex intensive but longer
gestation programs

We tweak FY21/22 estimates based on strong ROW and API
performance/guidance offset by lowering of domestic sales in
Fy21

We retain 25x PE and believe any further rerating is not
warranted given that gap with Torrent would be largely closed
at our target multiple; reckon stock should trade at some
discount to Torrent given that US will account for 42% of sales
and domestic business is not comparable to scale of Torrent

We have assumed sartans revenues to erode in H2 FY21 based
on past management guidance; if it persists; there could be
earnings surprises not factored by us.

Exhibit 1: Result table

(Rs mn)

Revenues

RM + inventory changes

Purchase of goods
Staff

Other expenses
Operating profit
OPM (%)
Depreciation
Interest

Other income
PBT

Tax

Effective tax rate (%)

Minority/Associate
Exceptional
PAT

Q1FY21 Q4FY20 %qoq Q1FY20 % yoy
13,413 12,068 111 9,489 41.4
(2,885) (2,289) 26.0 (1,224) 135.7

(493) (350) 40.8 (820) (39.9)
(2,754) (2,469) 11.5 (2,149) 28.2
(3,208) (3,685) (12.9) (3,047) 53

4,074 3,275 244 2,249 81.1
304 271 323 bps 23.7 667 bps
(415) (441) (6.0) (354) 17.2
(67) (78) (13.9) (50) 33.9

3 9 (64.0) 33 (90.3)
3,595 2,765 30.0 1,878 91.4
(668) (621) 7.5 (360) 85.7
18.1 225 (434) bps 225 (439) bps
87 214 - (281) -

- (109) - - -
3,015 2,249 34.0 1,237 143.7
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CON-CALL HIGHLIGHTS

v Q1 Capex is Rs1.4bn; cumulative capex Rs15bn inc pre-operative expense. Aleor JV invested
Rs7bn so far

v' Sartans stable; one additional player has entered but no player has any dominant share
v R&D down due to shutdowns and guided to Rs7bn in FY21
v" Launched 3 products in Q1 and 5 products in Q2 in US market; 15-20 launches annually

v" Saw challenges in April and May and parts of June and domestic perf in line with IMS nos for
industry; aim to outperform industry even on the downside

v" Enabling fund raising for complex generics and 505b2 opportunities
v" Onco injectables exhibit batches in 6 months; Rs3.5bn pre-operating expenses
v" QIP to be used for capex and debt reduction

v" About 13 people in US and not a sales force per se since selling to distributors; only
distributor model in ROW region

v' About US$250mn of capex produces incremental about US$400mn in sales over following
3 years

CHARTS

Exhibit 2: India sales lower yoy Exhibit 3: US revenues maintain their momentum
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FINANCIALS

Exhibit 4: Balance sheet

Y/e 31 Mar (Rs m) ‘ FY18 FY19 FY20 FY21E FY22E
Equity capital 377 377 377 377 377
Reserves 21,824 26,811 31,527 38,044 45,418
Net worth 22,201 27,188 31,904 38,421 45,795
Debt 5,408 5,513 10,348 12,000 5,500
Def.tax lia 354 188 122 122 122
Total liabilities 27,963 32,889 42,374 50,543 51,417
Fixed assets 20,037 27,097 33,986 38,761 38,880
Investments 1,128 1,103 1,284 1,284 1,284
Net working capital 6,799 4,689 7,105 10,499 11,253
Inventories 7,339 9,673 11,875 13,136 14,357
Sundry debtors 5,263 4,889 8,648 9,565 10,454
Cash 895 2,064 801 2,722 1,954
Other current assets 4,745 2,960 3,297 3,566 3,898
Sundry creditors (7,593) (6,443) (6,259) (6,923) (7,567)
Other current liabilities (3,851) (8,453) (11,257) (11,568) (11,843)
dTotal assets 27,963 32,889 42,374 50,543 51,417
Exhibit 5: Income statement
Y/e 31 Mar (Rs m) ‘ FY18 FY19 FY20 FY21E FY22E
Revenue 31,310 39,347 46,060 50,948 55,684
Operating profit 6,433 8,736 12,233 12,737 15,060
Depreciation (1,055) (1,152) (1,573) (2,263) (3,381)
Interest expense (34) (184) (272) (391) (525)
Other income 90 94 49 94 94
Profit before tax 5,434 7,493 10,437 10,177 11,248
Taxes (1,204) (1,568) (1,992) (2,035) (2,250)
Exceptional items (83) (82) (152) (81) (81)
Net profit 4,148 5,844 8,294 8,061 8,918
Exhibit 6: Cash flow statement
Y/e 31 Mar (Rs m) ‘ FY18 FY19 FY20 FY21E FY22E
Profit before tax 5,434 7,493 10,437 10,177 11,248
Depreciation 1,055 1,152 1,573 2,263 3,381
Tax paid (1,204) (1,568) (1,992) (2,035) (2,250)
Working capital A (702) 3,279 (3,680) (1,472) (1,523)
Other operating items (83) (82) (152) (81) (81)
Operating cashflow 4,485 10,108 6,122 8,852 10,776
Capital expenditure (9,135) (8,212) (8,462) (7,038) (3,500)
Free cash flow (4,649) 1,896 (2,340) 1,814 7,276
Equity raised (87) 356 (1,372) (0) (0)
Debt financing/disposal 4,835 106 4,835 1,652 (6,500)
Dividends (882) (1,213) (2,2006) (1,544) (1,544)
Net A in cash (700) 1,169 (1,264) 1,922 (768)
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Exhibit 7: Du-pont analysis

Y/e 31 Mar (Rs m) ‘ FY18 FY19 FY20 FY21E FY22E
Tax burden (x) 0.78 0.79 0.81 0.80 0.80
Interest burden (x) 0.99 0.98 0.97 0.96 0.96
EBIT margin (x) 0.17 0.20 0.23 0.21 0.21
Asset turnover (x) 0.94 0.90 0.86 0.79 0.80
Financial leverage (x) 1.61 1.77 1.82 1.83 1.66
RoE (%) 20.5 24.0 28.6 23.2 214

Exhibit 8: Ratio analysis

Y/e 31 Mar ‘ FY18 FY19 FY20 FY21E FY22E
Growth matrix (%)

Revenue growth (0.1) 25.7 17.1 10.6 9.3
Op profit growth 45 35.8 40.0 4.1 18.2
EBIT growth 2.2 40.4 39.5 (1.3) 114
Net profit growth 2.8 40.9 41.9 (2.8) 10.6

Profitability ratios (%)

OPM 20.5 22.2 26.6 25.0 27.0
EBIT margin 17.5 19.5 23.3 20.7 211
Net profit margin 13.5 15.1 18.3 16.0 16.2
RoCE 22.8 25.2 28.5 22.7 231
RoNW 20.5 24.0 28.6 23.2 214
RoA 12.8 13.6 15.7 12.6 12.9

Per share ratios

EPS 22.0 31.0 44.0 42.8 47.3
Dividend per share 4.0 5.5 10.0 7.0 7.0
Cash EPS 28.0 37.5 53.1 55.2 65.7
Book value per share 117.8 144.2 169.2 203.8 2429

Valuation ratios (x)

P/E 454 32.2 22.7 234 211
P/BV 8.5 6.9 5.9 4.9 4.1
M Cap/Sales 6.0 4.8 4.1 3.7 3.4
EV/EBIDTA 30.0 22.0 16.2 15.5 12.7
Payout (%)

Tax payout 22.2 20.9 19.1 20.0 20.0
Dividend payout 21.3 20.8 26.6 19.2 17.3

Liquidity ratios

Debtor days 61 45 69 69 69
Inventory days 86 90 94 94 94
Creditor days 89 60 50 50 50
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity. No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. This 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 YSL and associates 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.

DISCLOSURE OF INTEREST

Name of the Research Analyst : Bhavesh Gandhi

The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.

Particulars Yes/No

Sr.
No.
Research Analyst or his/her relative’s or YSL’s financial

1 interest in the subject company(ies)

No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more securities of
2 the subject company(ies) at the end of the month No
immediately preceding the date of publication of the
Research Report

Research Analyst or his/her relative or YSL has any other
3 material conflict of interest at the time of publication of No
the Research Report

Research Analyst has served as an officer, director or
employee of the subject company(ies)

YSL has received any compensation from the subject
company in the past twelve months

YSL has received any compensation for investment
6 banking or merchant banking or brokerage services from No
the subject company in the past twelve months

YSL has received any compensation for products or
services other than investment banking or merchant
banking or brokerage services from the subject company
in the past twelve months

~

YSL has received any compensation or other benefits from
8 the subject company or third party in connection with the No
research report

YSL has managed or co-managed public offering of
9 securities for the subject company in the past twelve No
months

Research Analyst or YSL has been engaged in market

iy making activity for the subject company(ies)

No

Since YSL and its associates are engaged in various businesses in the financial
services industry, they may have financial interest or may have received
compensation for investment banking or merchant banking or brokerage
services or for any other product or services of whatsoever nature from the
subject company(ies) in the past twelve months or associates of YSL may have
managed or co-managed public offering of securities in the past twelve
months of the subject company(ies) whose securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Potential return >15% over 12 months

ADD: Potential return +5% to +15% over 12 months
REDUCE: Potential return -10% to +5% over 12 months
SELL: Potential return <-10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.
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