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CMP: % 536

Target: ¥ 635 (18%)

Target Period: 12 months

October 23, 2020

Back on growth track, outlook maintained...

Q2FY21 revenues grew 11.9% YoY to ~3 520 crore led by growth in
Discovery Services and strong traction in dedicated R&D centres. EBITDA
margins remained flat YoY at 30% with better gross margins due to a change
in product mix being offset by higher employee expenses owing to
recruitment for new facilities. EBITDA grew 11.9% YoY to ¥ 156 crore.
Adjusted net profit (ex-exceptional insurance gain in Q2FY20) grew 2.6%
YoY to X 84 crore. Delta vis-a-vis EBITDA was due to higher depreciation and
lower other income partially offset by lower tax outgo.

Integrated business model, customer stickiness to the fore

Revenues grew at ~16% CAGR in FY16-20 to ¥ 2012 crore due to new client
addition on a regular basis and scaled up revenues from existing clients led
by integrated service offerings, high data integrity ethos and continuous
endeavour to move up the value chain. Eight of the top 10 global pharma
companies have been availing services for the last five years. It has a pool
of 4240 scientists. The client base has grown from 256 to 362 over FY16-20.

Global pharma landscape conducive to R&D outsourcing

Global pharma players are facing structural issues from the impending
patent cliff, a shrinking product pipeline, rising R&D costs and growing
competition. To maintain the structural balance and improve profitability,
they are inclined to outsource a substantial part of the R&D work. Similarly,
the innovative/virtual companies that are extensively working on new
products and that may not have the required capital/manpower also tend to
outsource a substantial part of their R&D.

Valuation & Outlook

Q2 results were above our estimates on all fronts. Strong bounce back after
a pandemic impacted Q1 validates stickiness of this business. The company
is currently operating at near normal capacity and is, therefore, back on the
growth track. The management has maintained its guidance for double-digit
revenue growth on the back of continuous client additions, an extension of
existing contracts, increasing manufacturing and biological contributions
besides currency tailwinds. Profitability is likely to be muted due to
incremental opex and higher depreciation. Syngene remains aggressive on
the capex front (~US$488 million already spent, another ~US$62 million
earmarked by FY21), attributable to order book visibility. Asset turnover
from this mega capex will be a significant determinant of improvement in
return ratios, going ahead. With elite client additions like Amgen, Zoetis,
Herbalife, GSK, etc, and multiple year extension of BMS, Baxter contracts,
the company remains well poised to capture opportunities in the global CRO
space. We remain positive on the company despite the recent run up in the
stock and arrive at a target price of ¥ 635 based on ~38x FY23 EPS of ¥ 16.7.

Key Financial Summary

(Year End March) FY20 FY21E FY22E
Revenues (Icrore) 2011.8 2243.7 2677.7
EBITDA (crore) 617.8 678.9 859.8
EBITDA margins (% ) 30.7 30.3 321
Net P rofit (Tcrore) 412.0 381.0 527.1
EPS (3 8.5 9.5 13.2
P/E (x) 52.1 56.3 40.7
RoCE (%) 15.7 14.9 17.2
RoE (x) 14.5 12.4 15.8

Source: Company, ICICI Direct Research
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Particular Amount
Market Capitalisation 321452 crore
Debt (FY 20) %767 crore
Cash (FY20) 3282 crore
EV 321937 crore
52 week H/L 597/202
E quity capital %400.0 crore
Face value 10

Key Highlights

® Q2 results above our estimates on all

fronts

® For FY21, management expects
double-digit revenue growth, flattish
net profit

® Maintain BUY
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Exhibit 1: Variance Analysis

Q2FY21 Q2FY21E Q2FY20 Q1FY21 YoY (%)

Revenue

Raw Material Expense:
Gross margins

Employee Expenses

Other Expenditure
EBITDA

EBITDA (%)
Interest
Depreciation
Other Income
PBT

Tax

PAT before Ml

Net Profit

519.6

127.6
75.4

161.2

75.1
155.7

30.0

6.6

68.7

13.8

94.2

10.1
84.1

84.1

487.7

125.9
74.2

146.3

78.0
137.5

28.2

1.7

66.7

9.8

72.9

13.8
59.0

59.0

464.5

125.1
73.1

131.8

68.5
139.1

29.9

8.4

52.6

20.6

170.0

42.0
128.0

82.0

421.6

89.7
78.7

140.4

67.0
124.5

29.5

1.4

66.1

15.3

66.3

8.3
58.0

58.0

11.9

2.0
237 bps

22.3

9.6
11.9

2 bps
-21.4
30.6
-33.0
-44.6

-76.0
-34.3

2.6

Qo0 (%)

23.2

42.3
-328 bps

14.8

12.1
25.1

43 bps
-10.8
3.9
-9.8
42.1

21.7
45.0

45.0

Comments
YoY growth was 10% in US$ term amid strong traction in
discovery services and dedicated centres. Beat vis-a-vis I-direct
estimates mainly due normalisation of operations from Covid
earlier than expected

YoY improvement mainly due to change in product mix

YoY increase due to 1) amortisation of Esops (7% YoY impact) and
2) increase in head counts in new Hyderabad, Mangaluru and
Bengaluru facilities

Improvement in gross margins largely offset by higher employee
cost. Beat vis-a-vis I-direct estimates mainly due to higher-than-
expected gross margins

YoY increase mainly due to additional depreciation reported due to
commissioning of Hyderabad, Mangaluru plants and expansion at
Bengaluru

Decline on account of lower cash balance due to ECB repayment
and lower deposit yield

Lower ETR due to higher depreciation and opex cost at new
plants

YoY decline due to higher depreciation. Beat vis-a-vis |-direct
estimates mainly due to better-than-expected operational
performance

Source: ICICI Direct Research

Exhibit 2: Change in Estimates

(% Crore) Oid
Revenue 2,274.0
EBITDA 700.0
EBITDA Margin (%) 30.8
PAT 369.2
EPS (R) 9.2

FY21E
New % Change Old
2,243.7 -1.3 2,713.9
678.9 -3.0 888.2
30.3 -53 bps 32.7
381.0 3.2 512.0
9.5 3.5 12.8

FY22E

New % Change

2,671.7
859.8
32.1
527.1
13.2

-1.3
-3.2

-62 bps

3.0
3.0

Increased mainly due to change in tax guidance

Source: ICICI Direct Research

ICICI Securities | Retail Research
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Conference Call Highlights

e Q2 saw onsite operations coming back to normal levels, revenue
growth on the back of continued growth in Discovery services and
steady traction in Dedicated centres (US$ term growth of 10%)

o Dedicated centres working with two important clients —
Albireo Pharma (liver disease drug) and C4 Therapeutics
(novel candidates — targeted protein degradation)

e Net cash was at ¥ 287 crore

e Capex in the quarter was ~US$25 million — US$7 billion for
Mangaluru API plant, US$8 billion for Discovery Services, US$3
million for biologics and US$8 million for dedicated and
development centres

e Cumulative capex was at US$488 million. The company is on track
to take total asset base to US$550 million by end of FY21

e Covid related product update

o Remdesivir manufacture commenced at Bengaluru facility.
Distribution expected to be commence in Q3FY21
o IgG based ELISA test kit to be launched shortly by HiMedia

e Estimated tax rate for FY21 - 11-12%; lower due to decline in
interest income, operational expenditure of Mangalore facility
coming in

e PAT guidance for FY21 maintained — similar to FY20 without impact
of one-time exceptional gains. Revenue guidance for FY21 - low
double digit growth

e Employee count has increased to 5200 vs. 4700 in Q2FY20

e Forex gain of T 6.8 crore was on account of hedging policy and
subsequent difference in forward and spot rate

e The company has hedged its estimated FY21 revenues at ¥ 74.5
/US$ and half of estimated FY22 revenues at % 75-76 /US$

Exhibit 3: Trends in quarterly performance

(XCrore) Q2FY1803FY1804FY1801FY1902FY1923FY1924FY1901FY2002FY2003FY2014FY200Q1FY2122FY21 YoY (%) QoQ(%)
Total Operating | 335.2 387.7 409.1 406.0 418.6 467.1 533.9 420.9 464.5 519.1 607.3 421.6 519.6 11.9 23.2
Raw Material Ex  80.0 106.8 125.6 128.8 110.3 142.6 149.6 105.5 125.1 144.6 144.2 89.7 127.6 2.0 42.3
% to revenues 23.9 21.5 30.7 31.7 26.3 30.5 28.0 25.1 26.9 271.9 23.7 21.3 24.6

Gross Profit 255.2 280.9 283.5 277.2 308.3 3245 384.3 3154 339.4 3745 463.1 331.9 392.0 15.5 18.1
Gross Profit Mar  76.1 72.5 69.3 68.3 73.7 69.5 72.0 74.9 73.1 72.1 76.3 78.7 75.4 237 bps -328 bps
Employee Exper  93.7 95.8 104.1 1056 1149 116.6 130.2 132.2 131.8 152.3 164.1 140.4 161.2 22.3 14.8
% to revenues 28.0 24.1 25.4 26.0 27.4 25.0 24.4 31.4 28.4 29.3 27.0 33.3 31.0 265 bps -228 bps
Other Manufactt  48.0 58.9 50.3 62.4 66.7 67.6 94.5 62.1 68.5 68.7 94.9 67.0 75.1 9.6 12.1
% to revenues 14.3 15.2 12.3 15.4 15.9 14.5 17.7 14.8 14.7 13.2 15.6 15.9 14.5 -29 bps -144 bps
Total Expenditur 221.7 261.5 280.0 296.8 291.9 326.8 374.3 299.8 3254 365.6 403.2 297.1 363.9 11.8 22.5
% to revenues 66.1 67.4 68.4 73.1 69.7 70.0 70.1 71.2 70.1 70.4 66.4 70.5 70.0

EBIDTA 113.5 126.2 129.1 109.2 126.7 140.3 159.6 121.1 139.1 153.5 204.1 1245 155.7 11.9 25.1
EBITDA Margin 33.9 32.6 31.6 26.9 30.3 30.0 29.9 28.8 29.9 29.6 33.6 29.5 30.0 2 bps 43 bps
Depreciation 30.3 35.0 34.2 37.3 39.9 42.9 441 47.4 52.6 57.0 62.3 66.1 68.7 30.6 3.9
Interest 5.2 5.1 7.1 7.9 8.2 8.2 8.0 7.1 8.4 9.8 9.3 7.4 6.6 -21.4 -10.8
Other Income 16.4 11.6 16.6 18.8 18.2 17.3 20.8 20.5 20.6 20.0 20.5 15.3 13.8 -33.0 -9.8
PBT 94.4 97.7 104.4 82.8 96.8 106.5 128.3 87.1 98.7 106.7 153.0 66.3 94.2 -4.6 42.1
Total Tax 17.5 15.7 19.9 16.8 18.5 19.8 28.5 15.1 42.0 14.9 32.8 8.3 10.1 -76.0 21.7
PAT 76.9 82.0 84.5 66.0 78.3 86.7 99.8 72.0 56.7 91.8 120.2 58.0 84.1 48.3 45.0
P AT Margin (%) 22.9 21.2 20.7 16.3 18.7 18.6 18.7 17.1 12.2 17.7  19.8 13.8 16.2 398 bps 243 bps

Source: ICICI Direct Research
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Company Background

ICICI Direct Research

Incorporated in 1993 as a subsidiary of Biocon, Syngene International (SIL)

is a leading contract research organisation (CRO), which supports R&D
programmes of global innovative companies. SIL offers outsourced services
to support discovery and development for organisations across industrial
sectors like pharmaceuticals, biopharmaceuticals, neutraceuticals, animal
health, agro-chemicals, etc. It currently caters to 362 global players including
Bristol-Myers Squibb (BMS), Abbott, Baxter and Amgen, among others.

SIL derives ~95% of its revenues from exports. In terms of classification on
a contractual basis, it derives ~31% of revenues from long term dedicated
contracts with a contractual commitment of five years and more. In this case,
the company offers a dedicated, customised and ring-fenced infrastructure
in line with client’s requirements. These dedicated centres are generally
multi-disciplinary, full time engagements, which support the R&D
requirements of clients.

The remaining comes from 1) discovery services (32% of revenues; full time
equipment (FTE)) and 2) development & manufacturing services [37% of
revenues; fee for service (FFS)].

The discovery services vertical consists of multiple client engagements
across discovery chemistry and discovery biology based service offerings.
It entails an in-depth understanding of discovery chemistry and discovery
biology pertaining to small and large molecules.

The development and manufacturing segment encompasses the services,
which support a molecule once it moves beyond in-vivo testing to preclinical
studies and clinical development. It also includes manufacturing of
molecules for clinical supplies and commercialisation.

In FTE contracts, the company does billing based on the number of scientists
deployed. In this case, there is an agreement with clients for minimum
utilisation of a specific number of scientists dedicated to their work. The
scope of services and deliverables under FTE contracts generally evolves
over time. FTE contracts are generally renewable annually. FFS contracts are
mostly short-term in nature. In FFS contracts, the agreement is for fixed price
for agreed services within a defined scope.

The company has developed long-term relationships with many clients,
including four long-duration multi-disciplinary partnerships, each with a
dedicated research centre, with four of the world’s leading global healthcare
organisations Bristol-Myers Squibb Company (BMS), Abbott Laboratories
(Singapore) Pte Ltd (Abbott), Baxter International Inc. (Baxter) and Amgen.

BMS - The first dedicated centre was set up for BMS in 2009 and engages
~b50 scientists. Under the new agreement in Q3FY 18, Syngene will set up
an additional new facility. It will put up a dedicated team of Syngene
scientists within that and support the future R&D requirements of BMS. The
duration of the collaboration has been extended to 2026

Baxter — Dedicated centre was developed in 2013. The Baxter Global
Research Centre has a multidisciplinary team of about 200 scientists who
work on product & analytical development, preclinical evaluation in
parenteral nutrition, renal therapy. The company recently expanded its
contract with Baxter till 2024. Under the new extension of contract, Syngene
will set up additional infrastructure and increase the size of its scientific team.

Amgen - In Q2FY17, the company announced the establishment of a
dedicated centre for Amgen, Inc. in Bengaluru. This centre, named Syngene
Amgen Research and Development Centre (SARC), will be Syngene’s fourth
such exclusive R&D centre and first for a biologics company. Currently, the
SARC collaboration has been allocated ~60000 square feet lab floor space
and ~170 Syngene scientists, working with Amgen researchers around the
world on the discovery and development of innovative medicines.

ICICI Securities | Retail Research
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0 Result Update | Syngene International

Herbalife- in Q3FY 17, Herbalife announced the opening of its first R&D centre
in India in Partnership with Syngene. The 3000 sq ft facility will be located
inside the Syngene Bengaluru campus.

The company owns the largest CRO facility in India, spread over 1,300,000
sq ft, in Bengaluru. The facility has been accredited with major regulatory
compliance. It operates laboratory and manufacturing facilities to standards
that are consistent with the requirements of its large global clients. In the
last three years, the USFDA has cleared five audits without 483 observations.

Apart from this, it is in the process of establishing a new commercial-scale
facility in Mangaluru (SEZ) to manufacture novel small molecules for
innovator companies as it plans to foray into commercial manufacturing for
customers.

The company has signed commercial contracts for late stage products with
existing clients. Of this, two molecules have already been commercialised
and the company has started supply of intermediaries for these products.
The company’s existing facility at Bengaluru would initially support SlIL’s
CMO business. This novel CMO business would extend the company’s
services to existing customers. The CMO business is expected to start
meaningful contribution from FY18E. In addition, the company is in the
process of setting up a new unit for biologic manufacturing in Bengaluru.
We believe the CMO business would be an add-on driver for the company
over medium to long term.

The company intends to evolve from a CRO into a contract research and
manufacturing services (CRAMS) organisation with commercial-scale
manufacturing capabilities. This is in keeping with SIL’s plan to leverage its
existing relationships with clients and provide forward integration on the
discovery and development continuum.

ICICI Securities | Retail Research
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Key Metrics

Exhibit 4: Revenues to grow at CAGR of 16% over FY20-23E
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ICICI Direct Research

Exhibit 5: EBITDA and EBITDA margins trend

32.1 1032

34.4 30.3

FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E

= EBITDA EBITDA Margins (%)

Source: ICIC| Direct Research, Company

Source: ICICI Direct Research, Company

Exhibit 6: PAT & PAT margins trend Exhibit 7: Return ratios
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Exhibit 8: Valuation

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

FY20 2012 10.2 8.5
FY21E 2244 11.5 9.5
FY22E 2678 19.3 13.2
FY23E 3136 17.1 16.7

Growth P/E V/EBITDA
(%) (x) (X)
3.0 52.1 34.3
11.8 56.3 31.8
38.3 40.7 24.5
26.7 32.1 19.7

RoE RoCE
(%) (%)
15.7 14.5
14.9 12.4
17.2 15.8
17.9 18.3

Source: ICICI Direct Research

Exhibit 9: Shareholding Pattern

(in %) Sep-19
Promoter 70.8
P ublic 28.3
Others 0.9

Dec-19 Mar-20
70.7 70.7
28.4 28.4

0.9 0.9

Jun-20 Sep-20
70.7 70.6
28.5 28.7

0.8 0.7

Source: ICICI Direct Research, Company
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Financial Summary

ICICI Direct Research

Exhibit 10: Profit and loss statement g crore Exhibit 11: Cash Flow Statement g crore

(Year-end March) FY20
Total O perating Income 2,011.8
Growth (% ) 10.2
Raw Material Expenses 519.4
Gross Profit 1,492.4
Gross Profit Margins (% ) 74.2
Employee Expenses 580.4
Other Expenditure 617.8
Total O perating E xpenditur 1,717.6
Operating Profit (EBITDA 617.8
Growth (% ) 15.3
Interest 34.6
Depreciation 219.3
Other Income 81.6
PBT after Exceptional Ite 516.8
Total Tax 104.8
P AT before Ml 412.0
Minority Interest 0.0
PAT 412.0
Adjusted PAT 340.7
Growth (% ) 3.0
EPS (Adjusted) 8.5

FY21E
2,243.7
11.5
545.6
1,698.1
75.7
679.9
678.9
1,904.4
678.9
9.9
28.8
272.2
55.2
433.0
52.0
381.0
0.0
381.0
381.0
11.8
9.5

FY22E
2,677.7
19.3
651.2
2,026.5
75.7
765.1
859.8
2,276.0
859.8
26.7
18.0
298.5
69.6
612.9
85.8
527.1
0.0
527.1
527.1
38.3
13.2

FY23E
3,136.1
17.1
762.6
2,373.4
75.7
871.1
1,031.9
2,665.6
1,031.9
20.0
6.4
311.9
81.5
795.1
127.2
667.9
0.0
667.9
667.9
26.7
16.7

(Year-end March)
Profit/(Loss) after taxation
Add: Depreciation & Amortiz
O ther operating activities
Net Increase in Current Asse
Net Increase in Current Liabi
CF from operating activitie
(Inc)/dec in Fixed Assets
(Inc)/dec in Investments
Other Investing Activities

CF from investing activitie
Inc / (Dec) in E quity Capital
Inc / (Dec) in Loan funds
Dividend & Dividend Tax

O thers

CF from financing activitie
Net Cash flow

Opening Cash

Closing Cash

Free Cash Flow

FY20
412.1
219.3

-33.0

-191.5
235.6
677.1

-643.1
125.6

-89.5

-607.0

0.7

-162.0

-24.1

-40.1

-225.5

-155.4
436.9
281.5

34.0

FY21E
381.0
272.2
0.0
-167.2
-4.8
510.1
-793.5
500.0
-82.9
-376.4
0.0
0.0
0.0
-28.8
-28.8
104.9
281.5
386.4

-283.4

FY22E
527.1
298.5

0.0

-111.8

89.7
821.6
-296.0
-100.0
10.1
-385.9
0.0
-300.0
-11.4
-18.0

-329.4
106.3
386.4
492.7
525.6

FY23E
667.9
311.9

0.0

-127.6
112.8
971.4

-185.0

-100.0

3.7
-281.3
0.0
-300.0
-15.7
-6.4

-322.2
367.9
492.7
860.6
786.4

Source: ICICI Direct Research

Source: ICICI Direct Research

Exhibit 12: Balance Sheet < crore Exhibit 13: Ratio Analysis I crore

(Year-end March) FY20
E quity Capital 400.0
Reserve and Surplus 1,775.8
Total Shareholders funds 2,175.8
Total Debt 766.8
Long Term Provisions 40.9
Other Non Current Liabilitie 325.8
Source of Funds 3,309.3
Gross Block 3,017.2
Accumulated Depreciation 997.5
Net Block 2,019.7
Capital WIP 234.1
Fixed Assets 2,253.8
Investments 776.4
Other Non current asets 135.8
Inventory 25.2
Debtors 398.2
Loans and Advances 0.0
Other Current Assets 169.3
Cash 281.5
Total Current Assets 874.2
Creditors 222.0
Provisions 41.5
Deferred tax assets 122.7
Other Current Liabilities 590.1
Total Current Liabilities 853.6
Net Current Assets 20.6
Application of Funds 3,309.3

FY21E
400.0
2,156.8
2,556.8
766.8
45.0
358.4
3,727.0
3,810.7
1,269.7
2,541.0
234.1
2,775.1
276.4
243.1
61.5
416.3
0.0
282.1
386.4
1,146.2
274.7
41.5
134.97
532.6
848.8
297.5
3,727.0

FY22E
400.0
2,672.6
3,072.6
466.8
49.5
394.2
3,983.1
4,106.7
1,568.2
2,538.5
234.1
2,772.6
376.4
259.8
73.4
496.8
0.0
301.5
492.7
1,364.4
327.8
41.5
148.5
569.2
938.5
425.8
3,983.1

FY23E
400.0
3,324.7
3,724.7
166.8
54.4
433.6
4,379.6
4,291.7
1,880.1
2,411.6
234.1
2,645.7
476.4
285.7
85.9
581.8
0.0
331.5
860.6
1,859.9
383.9
41.5
163.3
625.9
1,051.3
808.6
4,379.6

Source: ICICI Direct Research

ICICI Securities | Retail Research

(Year-end March) FY20 FY21E FY22E FY23E
Per share data (3
EPS 8.5 9.5 13.2 16.7
BV 54.4 63.9 76.8 93.1
DPS 0.0 0.3 0.4 0.5
Cash Per Share 7.0 9.7 12.3 21.5
Operating Ratios (%)
Gross Profit Margins 74.2 75.7 75.7 75.7
EBITDA margins 30.7 30.3 32.1 32.9
Net Profit margins 16.9 17.0 19.7 21.3
Inventory days 4.6 10.0 10.0 10.0
Debtor days 72.2 67.7 67.7 67.7
Creditor days 40.3 44.7 44.7 44.7
EBITDA Conversion Rate 109.6 75.1 95.6 941
Gross Asset Turnover 0.7 0.6 0.7 0.7
Return Ratios (%)
RoE 15.7 14.9 17.2 17.9
RoCE 14.5 12.4 15.8 18.3
RolC 22.2 16.3 22.4 30.0
Valuation Ratios (x)
P/E 52.1 56.3 40.7 32.1
EV /EBITDA 34.3 31.8 24.5 19.7
EV / Revenues 10.5 9.6 7.9 6.5
Market Cap / Revenues 10.7 9.6 8.0 6.8
Price to Book Value 9.9 8.4 7.0 5.8
Solvency Ratios (x)
Debt / E quity 0.4 0.3 0.2 0.0
Debt/EBITDA 1.2 1.1 0.5 0.2
Current Ratio 0.7 0.9 0.9 1.0
Source: ICICI Direct Research
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Exhibit 14: ICICI Direct coverage universe (Healthcare)

Company I-Direct CMP TP ating M Cap EPS (3 PE(x) RoCE (%) RoE (%)
Code (K (Rer) FY19 FY20 Y21E Y22E FY19 FY20FY21E Y22E FY19-Y20'21E "22E Y19 FY20 Y 21E ¥ 22E
Ajanta Pharma AJAPHA 1628 1,810 Buy 14204 43.5 53.4 60.2 72.5 37.4 30.5 27.0 22.5 21.8 24.7 23.4 24.3 17.1 18.1 17.7 18.4

Alembic Pharm\LEMPHA 1012 1,140 Buy 19894 31.4 46.3 52.6 51.9 32.2 21.9 19.2 19.5 19.6 21.0 21.9 20.1 21.8 27.1 24.1 19.7
Apollo Hospital APOHOS 2102 1,970 Buy 29240 17.0 23.3 -11.4 28.7 123.9 90.1 NA 73.1 8.8 10.2 39152 7.1 9.7 -46 10.5
Aurobindo Pha AURPHA 782 1,100 Buy 45832 41.9 48.8 59.9 72.4 18.7 16.0 13.1 10.8 15.9 17.2 19.7 21.3 17.7 17.0 17.5 17.7

Biocon BIOCON 430 490 Buy 51558 6.2 5.8 10.0 19.9 69.2 73.8 429 21.6 10.9 10.2 14.5 22.6 12.2 10.4 15.4 24.0
Cadila Healthci CADHEA 426 470 Buy 43576 18.1 14.0 17.4 21.0 23.6 30.5 245 20.3 12.8 10.7 12.4 13.8 17.8 13.8 15.1 16.0
Cipla CIPLA 758 900 Buy 61080 18.6 19.2 30.3 36.0 40.8 39.4 25.0 21.0 10.9 12.0 16.4 17.3 10.0 9.8 13.7 14.2
Divi's Lab DIVLAB 3094 3,260 Buy 82123 51.0 51.9 70.7 85.7 60.7 59.7 43.8 36.1 25.523.9 27.1 26.5 19.4 18.8 21.2 21.0

DrReddy's Lat DRREDD 5024 5,710 Buy 83522 114.7 121.9 158.1 196.0 43.8 41.2 31.8 25.6 10.7 9.6 18.2 19.4 13.6 13.0 14.7 15.8
Glenmark Phar GLEPHA 487 560 Buy 13746 26.9 26.4 32.8 39.9 18.1 185 14.8 12.2 15.3 12.7 13.8 14.9 13.5 12.2 13.3 14.0
Hikal HIKCHE 164 165 Buy 2018 8.4 8.1 88 127 19.6 20.2 18.6 12.8 14.3 13.0 13.1 15.1 13.6 12.2 11.9 14.9
Ipca Laboratori IPCLAB 2156 2,400 Buy 27340 35.1 47.8 92.3 93.4 61.5 451 23.4 23.1 15.0 17.6 26.9 22.4 14.2 16.6 24.5 20.0
Jubilant Life JUBLIF 736 1,060 Buy 11725 54.9 59.9 62.1 91.3 13.4 123 119 8.1 14.3 14.4 15.8 20.6 17.8 16.6 14.8 18.0
Lupin LUPIN 993 1,030 Buy 45023 16.5 -12.7 25.3 39.2 60.0 NA 393 254 9.4 9.710.213.8 54 -46 8.4 11.7
Narayana Hrud NARHRU 334 340 Buy 6826 29 6.4 -7.0 7.1 115.0 526 NA 46.7 7.7 11.0 -4.6 11.9 55 11.4 -14.5 13.1
Natco Pharma NATPHA 912 950 Buy 16616 35.4 253 31.0 29.7 25.8 36.0 29.4 30.7 21.3 14.0 16.1 14.2 18.5 12.2 13.4 11.6
Sun Pharma SUNPHA 486 625 Buy 116497 15.9 16.8 21.0 24.2 30.6 28.9 23.1 20.1 10.3 10.0 10.2 12.9 9.2 8.9 10.8 11.2
Syngene Int. SYNINT 536 635 Buy 21452 8.3 10.3 9.5 13.2 64.8 521 56.3 40.7 14.8 145 12.4 15.8 16.8 15.7 14.9 17.2
Torrent Pharme TORPHA 2715 2,865 Buy 45946 48.9 60.6 69.4 94.3 555 44.8 39.1 28.8 14.2 15.4 18.1 21.7 17.5 21.2 20.6 23.1
Shalby SHALIM 90 100 Hold 967 29 26 42 48 306 351 215 186 6.8 7.2 58 7.8 41 35 53 59
Aster DM ASTDM 135 160 Buy 6746 6.7 55 -0.3 83 20.3 244 NA 16.2 83 7.1 3.4 87104 85 -05 11.3

Indoco Remedi INDREM 260 330 Buy 2393 -03 2.6 11.0 150 NA 993 237 173 1.0 51135169 -04 35 13.2 15.6
Caplin Point CAPPOI 526 670 Buy 3979 23.3 28.4 33.2 446 225 185 15.8 11.8 34.6 26.5 26.0 28.0 27.9 22.7 21.4 22.7

Granules India GRANUL 389 460 Buy 9631 9.5 12.4 21.4 252 40.7 31.3 18.2 154 11.8 15.2 22.9 23.1 15,5 16.7 22.6 21.2

Source: [CICI 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%
S 1 ‘ \\
‘ﬁlCICIu';/r-('[('un:f i.“_f d | |
’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 /I, Siddhant Khandekar, Inter CA, Mitesh Shah, (Cleared all 3 levels of 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:

CICI 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 ICICI 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. ICICI 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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