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CMP: X 896 Target: ¥ 1100 (23%) Target Period: 12 months

August 13, 2020

In line numbers; US steady despite injectables drop

Q1FY21 revenues grew 8.8% YoY to % 5925 crore (I-direct estimate: ¥ 6070
crore) mainly due to 15.6% YoY growth in the US to ¥ 3107 crore. EU
business de-grew 5.0% YoY to ¥ 1322 crore. ARV segment grew 33.6% YoY
to ¥ 426 crore. APl segment grew 6.6% YoY to < 780 crore. EBITDA margins
remained flat YoY at 21.2% (I-direct estimate: 21.5%) as higher gross
margins were offset by higher staff costs and other expenditure. EBITDA
grew 9.2% YoY to ¥ 1257.4 crore against I-direct estimate of ¥ 1304.1 crore.
Adjusted PAT grew 20.4% YoY to ¥ 780.6 crore (I-direct estimate: I 765
crore). Delta vis-a-vis EBITDA was due to lower interest cost and higher
other income (including % 22.2 crore in forex gain).

US key growth driver despite recent compliance upheavals

After filing its first ANDA in the US in 2003, the company has come a long
way as current ANDA filings are at 604. US revenues have grown from
~US$100 million in 2009 crossing $1.6 billion sales as on 2020. In rupee
terms, US sales have grown at 17% CAGR to X 11484 crore in FY16-20. US
formulations now constitute 50% of total turnover, up from 30% in FY13.
Despite calling off the acquisition of Sandoz’ US dermatology and oral solid
portfolio, we expect US revenue size to reach I 14925 crore in FY22E at a
14% CAGR over FY20-22E on the back of a strong US pipeline with 50-60
products expected to be launched in FY21 itself.

Transformation, capacity optimisation to improve financials

The API: formulations ratio has improved from 43:57 in FY13 to 14:86 in
FY20. Another USP of the company is its vertically integrated model with
huge capacity, unmatched by most peers. The company owns 28
manufacturing facilities, including eight key formulations facilities in India
and abroad. These can be optimised by 1) continuous US filings and
launches, 2) incremental launches and filings in the RoW markets and 3) site
transfers and supplies for products covered under the Actavis deal.

Valuation & Outlook

FY21 is looking much more promising with respite for unit IV, decent Q1
performance and a stable outlook. Aurobindo has one of the best enduring
generics ecosystems among peers (vertically integrated model, lower
product concentration) to withstand volatility in the US and other generics
space. It has also significantly improved its debt position utilising additional
cash freed up from foregoing the Sandoz deal. This also bodes well as the
company plans to venture into complex areas like biosimilars, vaccines and
complex injectables where capital requirements are higher and precise.
While a few other plants still remain under the USFDA scrutiny, the clearance
for a critical plant indicates the company continues to work towards stricter
adherence. We maintain BUY rating and arrive at our revised target price of
% 1100 at 15x FY22E EPS of % 73.2.

Key Financial Summary

(Year End March) FY19 FY20 FY21E
Revenues (Zcrore) 19563.5 23098.5 26297.6
EBITDA (Zcrore) 3843.2 4815.7 5730.1
EBITDA margins (%) 19.6 20.8 21.8
Net Profit (Zcrore) 2452.8 2857.1 3569.4
EPS (3 41.9 48.8 60.9
PE (x) 22.2 18.6 14.7
EV/EBITDA (%) 14.8 11.4 9.3
ROE (%) 17.7 17.0 17.7
ROCE (%) 15.9 17.2 20.0

Source: ICICI Direct Research; Company
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Particular Amount
Market Capitalisation 352524 crore
Debt (FY 20) ¥5826 crore
Cash (FY20) %2842 crore
EV ¥55508 crore
52 week H/L (3 968/281
E quity capital ¥58.6 crore
Face value 21

Key Highlights

® Q1 results in line with I-direct estimates
on all fronts

® Also significantly improved its debt
position utilising additional cash freed
up from foregoing Sandoz deal

® FY21 looks promising on the back of
respite  for Unit [V, decent Q1
performance and a stable outlook

® Maintain BUY
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Exhibit 1: Variance Analysis

Q4FY20 YoY (%) QoQ (%)

T crore
Revenue

Raw Material Expenses
Employee Expenses

Other Expenditure

EBITDA
EBITDA (%)

Interest
Depreciation

Other Income

PBT before EQ & Forex
EO

PBT

Tax

Tax Rate (%)

PAT before MI
Ml

Net Profit

Adj. Net Profit

Key Metrics

us

Europe

RoW

ARV

AP|

Q1FY21

5,924.8

2,407.4
888.0

1,372.0
1,257.4

21.2

21.1
255.5
115.6

1,096.4
0.0
1,096.4
303.7
21.1
792.7
0.1
780.6

780.6

3,107.1

1,322.2

289.6

425.5

780.2

Q1FY21E
6,070.1

2,549.4
880.2

1,336.4
1,304.1

21.5

31.7
251.0
23.9

1,045.2
0.0
1,045.2
261.3
25.0
783.9
-0.4
765.0

765.0

2,955.5

1,602.7

344.7

302.6

768.8

Q1FY20
5,444.6

2,298.5
779.9

1,215.1
1,151.1
211
49.9
240.9
15.8

876.1
12.7
863.4
221.8
26.4
635.7
-0.2
635.8

648.5

2,688.4

1,391.6

313.4

318.5

732.2

6,158.4

2,503.4
864.3

1,474.5
1,316.2

21.4

31.8
232.4
32.6

1,084.6
-12.3
1,096.8
228.5
20.8
868.3
-0.8
849.8

837.6

2,990.3

1,652.5

376.6

381.8

755.6

8.8

4.7
13.9

12.9
9.2

8 bps

-57.8
6.1

632.5

25.1
NA
21.0
333
132 bps
24.7
-166.7
22.8

20.4

15.6

-3.8

-3.8
2.7

-6.9
-4.5
-15 bps
-33.8
9.9
254.7
1.1

0.0
329
686 bps
-8.7

-111.9
-8.1

-20.0

-23.1

11.4

Comments
YoY growth mainly due to strong growth in US oral solid
and ARV segment

Muted margins mainly due to T 60 crore of provision for
third party R&D assets. Excluding this margins were at
22.2%

Included forex gain of T 22.2 crore against ¥ 4.8 crore in
Q1FY20

Delta vis-a-vis EBITDA and beat vis-a-vis |-direct
estimates mainly due to lower financial cost and higher
other income

YoY growth and beat vis-a-vis |-direct estimates mainly
due to strong growth in oral solid and dietary
supplements. However, due to postponement of elective
surgeries injectable segment got impacted

YoY decline and miss vis-a-vis |-direct estimates mainly
due to stocking up at the beginning of the pandemic in
Q4FY20

YoY decline and miss vis-a-vis |-direct estimates mainly
due to stocking up at the beginning of the pandemic in
Q4FY20

YoY growth and beat vis-a-vis |-direct estimates mainly
due to benefit of shifting market from EFV to DTG

YoY slow growth was mainly due to slower growth in
antibiotics segment

Source: ICICI Direct Research

Exhibit 2: Change in Estimates

FY21E FY22E
X Crore) Old New % Change old New % Change
Revenue 25,863.3  26,297.6 1.7 27,900.6 29,369.2 53
EBITDA 5,350.6 5,730.1 7.1 5,942.8  6,765.0 13.8
EBITDA Margin (%) 20.7 21.8 109 bps 21.3 23.0 173 bps
Adj. PAT 3,221.8  3,569.4 10.8  3,598.6 4,290.6 19.2
EPS (3) 55.0 60.9 10.7 61.4 73.2 19.2

Changed mainly due to improvement in product mix and
operational leverage
Changed mainly in sync with operational perfromance

Source: ICICI Direct Research

Exhibit 3: Change in Estimates

[ crore) FY19
us 9,030.7
Europe 4,960.2
ARV 972.4
RoW 1,193.6
API 3,403.2

FY20
11,483.5
5,921.7
1,251.6

1,355.1
3,083.4

Current
FY21E

13,268.0
6,395.6
1,657.3

1,416.6
3,249.0

FY22E
14,924.6
7,204.0
1,823.1

1,558.3
3,411.4

Changed mainly due to better than expected perfromance in oral
solid segment

Changed mainly due to getting benefits of shifting from EFV to

Earlier
FY21E FY22E
12,816.2 13,914.4
6,728.7 7,266.9
1,206.0 1,266.3
DTG
1,471.8 1,619.0
3,237.6 3,399.4

Source: ICICI Direct Research
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Conference Call Highlights

US Filings:

o Q4FY20: filed 14 ANDAs including three injectables.
Launched six products (including one injectable) and
received final approval for 10 ANDAs (including two
injectables)

o Cumulative: 438 ANDAs approved (including 28 tentative)
out of 604 filed ANDAs

o Three DMFs filed in Q1FY21

o The company plans to file cumulative 50 ANDAs in FY21

Net organic capex for the quarter was ~US$49 million. FY21 capex
to be ~US$150-200 million

Gross debt was atT¥ 4776.6 crore in Q1FY21 with net debt at¥ 1444.8
crore (down US$168 million QoQ at US$191.3 million). Average
finance cost was at 1.5%

Injectable portfolio, Auromedics de-grew 24% QoQ in Q1FY21 to
US$51 million mainly due to drop in hospital procedures in US amid
the pandemic

o US injectables to take six to nine months to normalise, some
improvement in June and July, Q2 to be better than Q1

R&D spend for Q1FY21 was at ¥ 254.5 crore (4.3% of revenues).
Specialty: Generic R&D spend mix would be ~35:65

ARV growth on account of migration to TLD (tenofovir, lamivudine
and Dolutegravir) which is sustainable in FY21

Europe - Sequential decline in sales due to stocking in Q4FY20

o Off-contract sales — upside opportunity due to shortages

o 7% constant currency growth in H1CY20, EBITDA margin at
low double digits

RoW had also seen stocking in Q4FY20

API: 50-55% of external sales from antibiotics, which has seen a
demand slowdown and was thus lower vis-a-vis industry growth
Government PLI scheme - some products (KSMs) look interesting
and evaluations for the same are ongoing

Natrol (vitamins & supplements) is doing well

The company provided for ¥ 60 crore of third-party R&D. Adjusting
for that, EBITDA margin would be 22.2%

On the regulatory front, the company has submitted all CAPAs for
Unit 7 (OAl) with the USFDA. The company has also applied for
desktop audits for Unit I/IX (OAI) and Unit XI(WL) to the USFDA
Debtor days has come down to 49 days in Q1FY21 from 65 days
earlier

Viral vaccine capacity to be ~300-350 million doses (Covid) and
bacterial to be ~50 million doses (pneumococcal)

Pipeline:

o One long acting injection filing in Q3FY21. Working on four
products with multiple SKUs. To file one SKU every year
thereafter

o One biosimilar for Europe by end of FY21 (210 days for
approval expected), another in Q1FY22. FY22 onwards two
biosimilars per year

o Eight transdermal products

ICICI Securities | Retail Research
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ﬂ Result Update | Aurobindo Pharma ICICI Direct Research
Exhibit 4: Quarterly Financials

(XCrore) L1FY1812FY1813FY1814FY18).1FY1912FY1913FY1914FY1911FY2012FY2013FY2014FY2011FY21 YoY (%) QoQ(%)
Total O perating Inco 3678.8 4435.9 4336.1 4049.1 4250.3 4751.4 5269.7 5292.2 5444.6 5600.5 5895.0 6158.4 5924.8 8.8 -3.8
Raw Material Expen 1497.8 1767.9 1817.5 1669.5 1907.3 2042.9 2389.9 2372.6 2298.5 2368.3 2565.0 2503.4 2407.4 4.7 -3.8
% of revenue 40.7 39.9 41.9 41.2 44.9 43.0 45.4 44.8 42.2 42.3 43.5 40.6 40.6 -158 bps -2 bps
Gross Profit 2180.9 2668.0 2518.6 2379.6 2343.0 2708.5 2879.8 2919.6 3146.1 3232.2 3330.0 3655.1 3517.4 11.8 -3.8
GPM (%) 59.3 60.1 58.1 58.8 55.1 57.0 54.6 55.2 57.8 57.7 56.5 59.4 59.4 158 bps 2 bps
Employee Expenses 490.2 518.7 540.7 581.3 596.1 625.5 649.8 713.5 779.9 777.2 797.8 864.3 888.0 13.9 2.7
% of revenue 13.3 11.7 12.5 14.4 14.0 13.2 12.3 13.5 14.3 13.9 13.5 14.0 15.0 66 bps 95 bps
0 ther Manufacturing 849.2 1031.9 952.4 1010.2 1035.8 1096.8 1141.0 1149.2 1215.1 1314.7 1324.2 1474.5 1372.0 12.9 -6.9
% revenues 23.1 23.3 22.0 24.9 24.4 231 217 21.7 22.3 23.5 22.5 23.9 23.2 84 bps -79 bps
Total Expenditure  2837.2 3318.6 3310.5 3261.0 3539.2 3765.1 4180.7 4235.3 4293.5 4460.2 4687.0 4842.2 4667.4 8.7 -3.6
% of revenue 771 74.8 76.3 80.5 83.3 79.2 79.3 80.0 78.9 79.6 79.5 78.6 78.8 -8 bps 15 bps
EBITDA 841.6 1117.3 1025.6 788.1 711.1 986.2 1089.0 1057.0 1151.1 1140.3 1208.0 1316.2 1257.4 9.2 -4.5
EBITDA Margins (% 22.9 25.2 23.7 19.5 16.7 20.8 20.7 20.0 21.1 20.4 20.5 21.4 21.2 8 bps -15 bps
Depreciation 131.2 132.1 138.1 156.6 154.5 163.7 163.1 186.6 240.9 243.3 250.1 232.4 255.5 6.1 9.9
Interest 16.9 17.3 18.9 24.7 29.5 354 47.7 50.1 49.9 40.9 371 31.8 211 -57.8 -33.8
Other Income 33.3 10.3 25.8 43.8 43.7 26.3 63.9 32.3 15.8 20.6 30.9 32.6 115.6 632.5 254.7
Less: Forex & Exce 18.8 0.0 -1.3 0.0 0.0 26.8 25.0 36.2 12.7 12.8 12.9 -12.3 0.0

PBT 708.0 978.2 901.7 650.6 570.7 786.6 917.0 816.3 863.4 863.9 938.8 1096.8 1096.4 27.0 0.0
Total Tax 191.0 198.0 306.9 122.4 1155 175.4 204.8 231.1 227.8 224.4 2329 2285 303.7 33.3 32.9
Tax rate (%) 27.0 20.2 34.0 18.8 20.2 223 22.3 283 26.4 26.0 24.8 20.8 27.7 132 bps 686 bps
P AT before Ml 517.0 780.3 594.8 528.2 455.2 611.2 712.2 585.2 635.7 639.5 706.0 868.3 792.7 24.7 -8.7
Minority Interest -0.2 -0.2 -0.2 0.3 -0.1 -0.1 0.0 -0.2 -0.2 -0.3 -0.1 -0.8 0.1 -166.7  -111.9
PAT 518.5 781.6 595.0 528.5 455.7 611.5 712.2 585.4 635.8 639.9 7055 849.8 780.6 22.8 -8.1
EPS (3 8.8 13.3 10.2 9.0 7.8 104 12.2 10.0 10.9 10.9 12.0 14.5 13.3

Source: ICICI Direct Research, Company

ICICI Securities | Retail Research 4
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Company Background

Aurobindo Pharma was set up by first generation entrepreneurs PV
Ramprasad Reddy and K Nithyananda Reddy in 1986. Based in Hyderabad,
the company is an integrated pharmaceutical company, which started as an
APl manufacturer. In 2001, it moved up the value chain by foraying into
formulations while from 2007 onwards it started scaling up the formulation
business. APL's manufacturing facilities have been approved by several
leading regulatory agencies like USFDA, UKMHRA, WHO, Health Canada,
MCC South Africa, ANVISA Brazil. The company owns 28 manufacturing
facilities, including eight key formulations facilities in India and abroad. The
company owns three R&D centres. The current employee strength is more
than 8000, which includes more than 750 scientists.

In FY20, the API: formulations ratio was at 14:86. US formulations constitute
50% of revenues followed by Europe (26%), APIls (13%), RoW (6%) and ARV
formulations (~5%).

The company faced a USFDA embargo in 2011 for two of its units for non-
compliance with ¢cGMP. It also went through political turmoil due to the
Telangana issue and alleged favours received by promoters through political
connections. Aurobindo acquired commercial operations in seven Western
European countries from Actavis. The company has acquired personnel,
commercial infrastructure, products, marketing authorisation and dossier
license rights in these seven countries. The acquisition brought in a pipeline
of ~1200 products from different segments and an additional pipeline of
over 200 products under its foray. Net sales for the acquired businesses
were ~€320 million. GPMs were ~30%. They were fetching losses of ~€23
million at the EBITDA level.

Aurobindo Pharma also acquired the Generis group in Portugal in Q4FY17,
through its step down subsidiary Agile Pharma (Netherlands) for a
consideration of ~€135 million (~% 985 crore). Generis’ CY16 revenues were
€64.8 million and EBITDA was €12.7 million.

Recently, the company also acquired Canada based Apotex' businesses in
five European countries (Poland, Czech Republic, the Netherlands, Spain,
and Belgium) for ~€74 million. This acquisition will add 200 generics and
more than 80 OTC products that had total sales of €133 million in FY18.

In the US, the company acquired the assets of nutritional supplement maker
Natrol Inc. for a consideration of ~US$132.5 million. With this acquisition,
the company has forayed into the nutritional OTC business in the US and
other international markets.

ICICI Securities | Retail Research
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Exhibit 5: Revenues to grow at 12.8% CAGR in FY20-22E
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Exhibit 6: US to grow at CAGR of 14% over FY20-22E
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Source: ICICI Direct Research, Company

Exhibit 7: Europe to grow at CAGR of 10.3% over FY20-22E
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Exhibit 8: EBITDA & EBITDA margins trend
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Exhibit 9: PAT & PAT margins trend Exhibit 10: RoE & RoCE trend
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Source: ICICI Direct Research, Company Source: ICICI Direct Research, Company

Exhibit 11: Valuation

P/E V/EBITDA

Revenues Growth Adj. EPS Growth
(Zcrore) (%) (6] (%)

FY19 19564 18.6 40.4 1.2
FY20 23099 18.1 48.3 16.5
FY21E 26298 13.8 60.9 24.9
FY 22E 29369 11.7 73.2 20.2

(x)
22.2
18.6
14.7
12.2

(x)

14.8
11.4

9.3
7.5

RoNW
(%)

oCE
(%)

17.7
17.0
17.7
17.8

15.9
17.2
20.0
21.5

Source: ICICI Direct Research
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Exhibit 12: Recommendation history vs. Consensus
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Source: ICICI Direct Research,; Bloomberg

Exhibit 13: Top 10 Shareholders

Rank Investor Name Filing Date % 0/S Position (m) Change
1 Rani Penaka Suneela 31-Mar-20 33.5 196.38m 0.00m
2 Hdfc Asset Managemen 31-Jul-20 7.2 41.89m (2.16)m
3 Reddy K Nithyananda 31-Mar-20 4.3 25.36m 0.00m
4 Reddy Kambam Kirthi 31-Mar-20 3.5 20.75m 0.00m
5 Penaka Venkata Rampr 31-Mar-20 3.1 18.00m 0.00m
6 Axis Clinicals Ltd 31-Mar-20 3.0 17.38m 0.00m
7 Sivakumaran M 31-Mar-20 2.5 14.49m 0.00m
8 Vanguard Group 30-Jun-20 1.8 10.26m 0.44m
9 Spoorthi Kambam 31-Mar-20 1.3 7.60m 0.00m
10 Reliance Capital Tru 9-Aug-20 1.2 6.89m  (1.04)m

Source: ICICI Direct Research, Bloomberg

Exhibit 14: Shareholding Pattern

(in %) Jun-19 Sep-19 Dec-19 Mar-20 Jun-20
Promoter 51.9 51.9 51.9 52.0 52.0
Others 48.1 48.1 48.1 48.0 48.0

Source: ICICI Direct Research, Company

ICICI Securities | Retail Research 7
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Financial Summary

ICICI Direct Research

Exhibit 15: Profit & Loss R crore)
(Year-end March) FY19 FY20 FY21E FY22E (Year-end March) FY19 FY20 FY21E FY22E
Revenues 19,563.5 23,098.5 26,297.6 29,369.2 Profit/(Loss) after taxation 2,321.5 3,013.2 3,569.4 4,290.6
Growth (% ) 18.6 18.1 13.8 11.7 Add: Depreciation & Amortizal 668.0 966.7 1,022.1 1,100.8
Raw Material E xpenses 8,712.7 9,735.2 10,862.1 12,041.4 Net Increase in Current Assets -1,661.3 -43.9 -2,423.7 -1,805.3
Employee E xpenses 2,584.9 3,219.2 3,638.3 3,964.8 Net Increase in Current Liabilit 151.0 320.8 1,316.0 703.7
Other Manufacturing Expens  4,422.8 5,328.4 6,067.1 6,598.0 CF from operating activities 1,622.0 4,381.3 3,568.3 4,360.7
Total O perating E xpenditure 15,720.3 18,282.8 20,567.5 22,604.2

EBITDA 3,843.2 4,815.7 5,730.1 6,765.0 (Purchase)/Sale of Fixed Asse -2,856.8 -1,401.7 -1,500.0 -1,500.0
Growth (% ) 1.9 25.3 19.0 18.1 (Inc)/dec in Investments -46.3 -179.1 0.0 0.0
Interest 162.7 159.8 84.5 70.9 O thers 57.6 31.7 -2.5 -1.9
Depreciation 668.0 966.7 1,022.1 1,100.8 CF from investing activities -2,845.5 -1,549.2 -1,502.5 -1,501.9
Other Income 166.1 99.9 215.9 151.9

PBT before Exceptional Item  3,178.7 3,789.1 4,839.5 5,745.2 Issue of E quity Shares 0.1 0.2 0.0 0.0
Less: Forex & E xceptional I 88.1 26.1 0.0 0.0 Inc / (Dec) in Debt 2,230.4 -1,632.4 -1,600.0 -1,600.0
PBT 3,090.6 3,763.0 4,839.5 5,745.2 Dividend & Dividend Tax -159.9 -188.4  -260.1 -312.6
Total Tax 726.9 913.5 1,239.4 1,436.3 others -151.5 -126.6 -84.5 -70.9
P AT before Ml 2,363.8 2,849.5 3,600.0 4,308.9 CF from financing activities 1,919.1 -1,947.2 -1,944.6 -1,983.6
Minorities and Associates 1.0 -18.5 -30.6 -18.3

PAT 2,364.8 2,831.0 3,569.4 4,290.6 Net Cash flow 695.6 885.0 121.2 875.2
Adjusted PAT 2,452.8 2,857.1 3,569.4 4,290.6 Opening Cash 1,261.6 1,957.2 2,842.2 2,963.4
Growth (%) 1.2 16.5 24.9 20.2 Closing Cash 1,957.2 2,842.2 2,963.4 3,838.6
EPS (Diluted) 40.4 48.3 60.9 73.2 Free Cash Flow -1,234.8 2,979.6 2,068.3 2,860.7
EPS (Adjusted) 41.9 48.8 60.9 73.2 Free Cash Flow (US$) -174.4 395.1 292.1 380.9
Source: ICICI Direct Research Source: ICICI Direct Research

Exhibit 17: Balance Sheet (X crore) Exhibit 18: Key Ratios

(Year-end March) FY19 FY20 FY21E FY22E (Year-end March) FY19 FY20 FY21E FY22E
E quity Capital 58.6 58.6 58.6 58.6 Per share data (3

Reserve and Surplus 13,832.2 16,751.8 20,061.1 24,039.0 Adjusted EPS (Diluted) 41.9 48.8 60.9 73.2
Total Shareholders funds 13,890.8 16,810.4 20,119.7 24,097.6 BV per share 237.1 286.9 343.3 411.2
Total Debt 6,966.8 5,826.4 4,226.4 2,626.4 Dividend per share 2.9 3.5 4.4 5.3
Deferred Tax Liability 281.3 302.5 332.7 366.0 Cash Per Share 33.4 48.5 50.6 65.5
Minority Interest 1.6 0.1 0.1 0.2 Operating Ratios (%)

Long term Provisions 46.5 74.7 83.7 93.7 Gross Profit Margins 55.5 57.9 58.7 59.0
Other Non Current Liabilities 11.3 87.5 91.9 96.5 EBITDA margins 19.6 20.8 21.8 23.0
Source of Funds 21,198.3 23,101.6 24,854.5 27,280.3 Net P rofit margins 12.5 12.4 13.6 14.6
Gross Block - Fixed Assets 9,665.1 11,525.3 13,625.3 15,725.3 Inventory days 135.2 121.7 135.0 135.0
Accumulated Depreciation 2,022.8 3,044.8 4,066.9 5,167.6 Debtor days 63.7 68.2 63.7 63.7
Net Block 7,642.3 8,480.5 9,558.5 10,557.7 Creditor days 49.9 40.2 49.9 49.9
Capital WIP 1,668.5 1,985.9 1,385.9 785.9 Asset Turnover 2.2 2.2 2.0 1.9
Net Fixed Assets 9,310.8 10,466.5 10,944.4 11,343.6 EBITDA Conversion Rate 42.2 91.0 62.3 64.5
G oodwill on Consolidation 832.5 915.9 915.9 915.9 Return Ratios (%)

Investments 360.2 554.7 554.7 554.7 RoE 17.7 17.0 17.7 17.8
Inventory 7,245.6 7,699.9 9,726.5 10,862.6 RoCE 15.9 17.2 20.0 21.5
Cash 1,957.2 2,842.2 2,963.4 3,838.6 RolC 18.5 21.5 23.4 25.5
Debtors 3,413.8 4,315.2 4,588.9 5,124.9 Valuation Ratios (x)

Loans & Advances & Other! 2,747.9 1,555.3 1,678.6 1,811.8 P/E 22.2 18.6 14.7 12.2
Total Current Assets 15,364.5 16,412.5 18,957.4 21,637.9 EV /EBITDA 14.8 11.4 9.3 7.5
Creditors 2,677.1 2,545.0 3,598.6 4,019.0 EV / Net Sales 2.9 2.4 2.0 1.7
Provisions & Other CL 2,579.0 3,279.8 3,542.2 3,825.5 Market Cap / Sales 2.7 2.3 2.0 1.8
Total Current Liabilities 5,256.1 5,824.8 7,140.8 7,844.5 Price to Book Value 3.8 3.1 2.6 2.2
Net Current Assets 10,108.4 10,587.7 11,816.6 13,793.3 Solvency Ratios

LT L& A, Other Assets 403.1 413.6 446.6 482.4 Debt / E quity 0.5 0.3 0.2 0.1
Deferred Tax Assets 183.3 163.2 176.3 190.4 Debt /EBITDA 1.8 1.2 0.7 0.4
Application of Funds 21,198.3 23,101.6 24,854.5 27,280.3 Current Ratio 2.6 2.3 2.2 2.3

Source: ICICI Direct Research
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Exhibit 19: ICICI Direct Coverage Universe (Healthcare)

Company I-Direct CMP TP ating M Cap EPS (3 PE(x) RoCE (%) RoE (%)
Code (& (Rcr) FY19 FY20 Y21E Y22E FY19 FY20FY21E Y22E ©Y19°Y20'21E '22E FY19 FY20Y21E Y 22E
Ajanta Pharma AJAPHA 1630 1,810 Buy 14223 435 53.4 60.2 725 37.4 305 27.1 225 21.8 24.7 23.4 24.3 17.1 18.1 17.7 18.4

Alembic PharmA\LEMPHA 1076 1,140 Buy 21154 31.4 46.3 52.6 51.9 34.2 23.2 20.4 20.7 19.6 21.0 21.9 20.1 21.8 27.1 24.1 19.7
Apollo Hospital APOHOS 1707 1,490 Buy 23749 17.0 23.3 37.3 68.0 100.6 73.1 458 251 8.8 10.4 11.2 146 7.1 9.7 12.8 19.6
Aurobindo Pha AURPHA 896 1,100 Buy 52524 41.9 48.8 60.9 73.2 21.4 18.4 14.7 12.2 159 17.2 20.0 21.5 17.7 17.0 17.7 17.8

Biocon BIOCON 397 490 Buy 47610 6.2 5.8 115 21.0 63.9 68.2 345 18.910.9 10.2 16.1 23.3 12.2 10.4 17.4 24.6
Cadila Healthci CADHEA 385 470 Buy 39435 18.1 14.0 18.1 21.3 213 27.6 21.2 18.1 12.8 10.7 12.9 13.9 17.8 13.8 15.7 16.1
Cipla CIPLA 762 900 Buy 61449 18.6 19.2 30.3 36.0 41.0 39.7 25.1 21.2 10.9 12.0 16.4 17.3 10.0 9.8 13.7 14.2
Divi's Lab DIVLAB 3118 3,260 Buy 82777 51.0 51.9 71.2 858 61.2 60.1 43.8 36.3 25.5 23.9 27.2 26.5 19.4 18.8 21.3 21.0

Dr Reddy's Lat DRREDD 4518 5,000 Buy 75102 114.7 121.9 161.3 200.0 39.4 37.1 28.0 22.6 10.7 9.6 18.4 19.7 13.6 13.0 15.0 16.0
Glenmark Phar GLEPHA 467 510 Hold 13165 26.9 26.4 25.0 36.6 17.3 17.7 18.7 12.7 15.3 12.7 11.4 14.1 13.5 12.2 10.5 13.4
Hikal HIKCHE 136 165 Buy 1676 8.4 8.1 10.8 13.8 16.3 16.8 12.6 9.9 14.3 13.0 14.2 15.7 13.6 12.2 14.2 15.6
Ipca Laboratori IPCLAB 2006 2,400 Buy 25346 35.1 47.8 90.4 92.3 57.2 41.9 22.2 21.7 15.0 17.4 26.3 22.1 14.2 16.6 24.1 19.8
Jubilant Life JUBLIF 814 550 Buy 12969 54.9 59.9 69.8 89.8 14.8 13.6 11.7 9.1 14.3 14.6 17.2 19.7 17.8 16.6 16.4 17.5
Lupin LUPIN 940 1,030 Buy 42604 16.5 -12.7 26.0 39.7 56.8 -74.1 36.1 23.7 9.4 9.7 105140 54 -46 87 11.8

Narayana Hrud NARHRU 330 340 Buy 6749 2.9 6.4 -3.1 9.6 113.8 52.0 -107.5 34.4 7.7 11.0 0.0 14.2 55 11.4 -58 15.7
Natco Pharma NATPHA 827 740 Buy 15065 35.4 253 23.9 224 23.4 327 34.6 37.0 21.3 14.0 12.9 11.3 185 12.2 10.7 9.3
Sun Pharma SUNPHA 532 625 Buy 127677 15.9 16.8 21.8 24.1 33.6 31.7 24.4 22.1 10.3 10.0 10.7 13.0 9.2 8.9 11.2 11.1
Syngene Int. SYNINT 490 485 Buy 19618 8.3 10.3 9.2 12.8 59.3 47.6 453 32.7 14.8 14.5 13.1 16.4 16.8 15.7 14.5 16.8
Torrent Pharme TORPHA 2816 2,865 Buy 47653 48.9 60.6 72.2 955 57.5 46.5 39.0 29.5 14.2 15.4 18.6 21.8 17.5 21.2 21.3 23.2
Shalby SHALIM 93 70 Hold 1008 29 26 0.7 4.0 318 365 127.1 23.2 6.8 7.2 1.8 7.0 41 35 1.0 5.2

Aster DM ASTDM 138 160 Buy 6886 6.7 55 -1.4 9.6 20.7 249 -957 143 83 7.5 2.6 9.7 104 85 -2.2 13.1
Indoco Remedi INDREM 252 330 Buy 2322 -0.3 2.6 11.0 15.0 -800.8 96.3 23.0 16.8 1.0 5.1 13.5 16.9 -0.4 3.5 13.2 15.6
Caplin Point CAPPOI 510 670 Buy 3859 23.3 28.4 33.2 446 219 17.9 154 11.4 34.6 26.5 26.0 28.0 27.9 22.7 21.4 22.7

Source: ICICI Direct Research, Bloomberg
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorises them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined as
the analysts' valuation for a stock

Buy: >15%;
Hold: -5% to 15%;
Reduce: -56% to -15%;

Sell: <-15%
RS 1 | \\
‘ﬁlc’c’drlr'(‘[('un:f U‘_f d 1 |
’M”l""‘“/o/::'m Fingertips | BH{JF{ER \ |
ICICI Securities Ltd. /5 STARMINE | |
E—’;‘a'yst Award 2012 A:
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

We /1, Siddhant Khandekar, Inter CA, Mitesh Shah, CFA, Sudarshan Agarwal, PGDM(Finance), Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed
in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to
the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned
in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI
Securities Limited is a SEBI registered Research Analyst with SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI
Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance,
general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons
reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions
expressed in this document may or may not match or may be contrary with the views, estimates, rating, target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of ICIC| Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate
that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy
is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own
investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily
a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other
assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report
for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICIC| Securities or its associates or its analysts did
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.
Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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 ICICI Securities and affiliates 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.
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