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Dishman Carbogen Amcis

Several triggers for growth

While Dishman’s (DCAL) 3Q performance was ahead of
our estimates, revenue growth was muted as a large
chunk of orders was shifted over to 4Q. Despite
revenue growth being limited to 4/7% YoY/QoQ, a shift
in business mix towards high-margin segments (CRAMS
India and Vit. D) led to a 750bps YoY expansion in gross
margin (up to 85% in 3Q) and a 10% YoY growth in
EBITDA (despite higher opex), with margin at 27.7%
(+136bps YoY). Lower tax rate at 31% further boosted
PAT, which stood at Rs 514mn, up 22/17% YoY/QoQ.
Having achieved Rs 14.1bn revenues and 27.1% EBITDA
margin (+800bps YoY) in 9MFY19, we expect DCAL to
deliver 13% plus rev. growth and 27.5% plus margin for
FY19 post a bumper 4Q.

Till date, DCAL’s partners have filed 5-6 products with
the regulatory authorities, which makes it likely to
receive at least 2 approvals each year over FY20-22.
Additionally, the commissioning of the new
development building in Switzerland and Vit. D Softgel
capacity in India, expansion in the Hi-Po facility, ramp-
up in the China API plant and potential blockbusters
like Crenolanib/Nuzyra, will enable double digit
revenue growth and drive margin expansion. We model
13/26% rev./earnings CAGR over FY18-21E. The stock is

Financial Summary

BUY

very attractive at CMP, trading at 10.6/8.3x FY20/21E
EPS, a ~60% discount to Divi’s Labs. The key near-term
triggers include the successful launch of Nuzyra in the
US in Feb-19, positive phase 3 data for Crenolanib in
1HCY19 and 1L maintenance indication for Niraparib in
ovarian cancer. Maintain BUY with a TP of Rs 380 (15x
Dec-20E EPS).

Highlights of the quarter

®  Carbogen Amcis (CA): Revenue declined 12% YoY
owing to a delay in orders from the clients’ end.
However, DCAL has strong visibility for CY19 orders.

®  CRAMS India: The segment grew 77% YoY in 3Q (+56%
YoY for 9MFY19) owing to higher commercial orders,
led by Eprosartan and Sirturo sales. An uptick in
Proketal and Niraparib will drive growth in 4QFY19.

®  Vitamin D: Traction gained in Vit. D Analogues led to a
36% YoY growth in revenues. The softgel facility will
get commissioned by FY20, which will generate
incremental revenues of USS 6-7mn.

®  Near-term outlook: Expect a run up in the stock price
on the expectation of a bumper 4Q and the launch of
Nuzyra in Feb-19.

Year Ending March (Rsmn)  3QFY19  3QFY18  YoY (%) 2QFY19 QoQ (%) FY18 FY19E FY20E FY21E
Net Sales 4,789 4,598 4.2 4,477 70 16,948 19,215 21,103 24,204
EBITDA 1,327 1,212 9.5 1,286 3.2 4,454 5,310 6,035 7,390
APAT 514 420 22.3 440 16.7 2,135 2,584 3,373 4,315
Diluted EPS (Rs) 3.2 2.6 22.3 2.7 16.7 13.2 16.0 20.9 26.7
EV/EBITDA (x) 10.1 8.2 7.1 5.6
P/E (x) 16.8 13.9 10.6 8.3
Adj. RoE (%) 14.6 15.2 16.7 18.1

Source: Company, HDFC sec Inst Research # Consolidated

HDFC securities Institutional Research is also available on Bloomberg HSLB <GO> & Thomson Reuters




[- HDFC securities

INSTITUTIONAL RESEARCH

Revenue growth remained
muted owing to delay in
orders, expect a bumper 4Q

Gross margin expanded
750bps YoY on the back of
improvement in business mix

Staff cost was higher due to
hiring at the HiPo labs at the
new Swiss building and
provisioning for bonus

Net forex impact was at Rs
40-50mn for the quarter

DISHMAN CARBOGEN AMCIS: RESULTS REVIEW 3QFY19

Quarterly Financials Snapshot (Consolidated)

Particulars (Rs mn) 3QFY19 3QFY18 YoY (%) 2QFY19 QoQ (%)
Net Sales 4,789 4,598 4.2 4,477 7.0
Material Expenses 720 1,034 (30.4) 691 4.2
Employee Expenses 1,784 1,584 12.6 1,597 11.7
Other Expenses 959 768 24.9 903 6.1
EBITDA 1,327 1,212 9.5 1,286 3.2
Depreciation 577 550 575
EBIT 751 662 13.3 711 5.6
Other Income 134 146 150
Interest Cost 140 128 152
PBT 745 681 9.4 708 5.1
Tax 231 261 268
PAT 514 420 22.3 440 16.7
Source: Company, HDFC sec Inst Research
Margin Analysis

3QFY19 3QFY18 YoY (bps) 2QFY19 QoQ (bps)
Material Expenses % Net Sales 15.0 22.5 (747) 15.4 (41)‘
Employee Expenses % Net Sales 37.2 34.5 279 35.7 158
Other Expenses % Net Sales 20.0 16.7 332 20.2 (17)
EBITDA Margin (%) 27.7 26.4 136 28.7 (101)
Tax Rate (%) 31.0 38.3 (728) 37.9 (686)
APAT Margin (%) 10.7 9.1 159 9.8 90

Source: Company, HDFC sec Inst Research
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Delay in orders was the key
reason for subdued growth in
revenues

CRAMS growth was led by the
domestic business on the back
of Eprosartan and Sirturo

While the Vit. D business
continues to gain traction, de-
growth in other MM dragged
the segmental revenue
growth

Despite favourable business
mix, higher opex caused a
small decline in EBITDA
margin

DISHMAN CARBOGEN AMCIS: RESULTS REVIEW 3QFY19

Revenue: Growth Muted Due To Order Delays CRAMS: Growth Led By The CRAMS India
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While 3Q remained subdued
for CRAMS CA, orders in
hand will result in a bumper
4QFY19

Proketal and Niraparib will
drive growth in CRAMS India
in 4QFY19

Focus continues to be on the
high margin Vitamin D and
CRAMS India segments

Vitamin D softgel facility will
enable further expansion in
margins, post commissioning
in FY20

DISHMAN CARBOGEN AMCIS: RESULTS REVIEW 3QFY19

Segmental Quarterly Performance

(Rs mn) 3QFY19 3QFY18 YoY (%) 2QFY19 QoQ (%)
| CRAMS India 765 433 76.6 738 3.7|
CRAMS CA 2,368 2,683 (11.7) 2,253 5.1
CRAMS UK 207 187 10.6 284 (27.3)
CRAMS Total 3,340 3,303 1.1 3,275 2.0
Vitamin D 671 494 35.9 559 20.2|
Other 263 512 (48.8) 491 (46.5)
Marketable Molecules Total 934 1,007 (7.2) 1,049 (11.0)
Total 4,274 4,309 (0.8) 4,324 (1.2)
Source: HDFC sec Inst Research
Assumptions

Key segments (Rs mn) FY17 FY18 FY19E FY20E FY21E
CRAMS India 2,096 2,287 2,945 3,533 4,121
Growth (%) (21.6) 9.1 28.7 20.0 16.6
CRAMS CA 9,207 9,733 10,107 11,460 12,951
Growth (%) 18.1 5.7 3.8 13.4 13.0
CRAMS UK 495 496 818 858 901
Growth (%) (28.1) 0.1 65.0 5.0 5.0
CRAMS Total 11,798 12,516 13,869 15,851 17,973
Growth (%) 5.7 6.1 10.8 14.3 13.4
Vitamin D 2,389 1,963 2,355 2,591 3,497
Growth (%) 7.1 (17.9) 20.0 10.0 35.0
Others 2,152 2,048 1,741 1,811 1,883
Growth (%) (5.9) (4.8) (15.0) 4.0 4.0
Marketable Molecules Total 4,541 4,011 4,096 4,401 5,381
Growth (%) 0.5 (11.7) 2.1 7.4 22.2
Total 16,339 16,527 17,965 20,253 23,354
Growth (%) 4.2 1.2 8.7 12.7 15.3

Source: HDFC sec Inst Research
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Peer Set Comparison

DISHMAN CARBOGEN AMCIS: RESULTS REVIEW 3QFY19

Mcap CcMP Adj. EPS (Rs/sh) P/E (x) Adj. RoE (%)
Reco TP/FV
(Rsbn)  (Rs/sh) FY18 FY19E FY20E FY21E| FY18 FY19E FY20E FY21E| FY18 FY19E FY20E FY21E
Sun Pharma 1,014 423 BUY 660 13.0 164 219 279| 326 258 193 152 8.3 9.9 122 139
Aurobindo Pharma 462 789 NEU 845 414  40.6 557 56.4| 191 194 142 140| 230 186 211 1738
Dr Reddy's Labs 443 2,668 BUY 3,000 59.2 929 106.2 148.0| 451 287 251  18.0 78 116 117 141
Cipla 403 501 BUY 605 186 175 224 292 270 287 224 17.1| 11.2 95 111 131
Divi's Labs 396 1,493 SELL 1,390 324 504 571 65.1| 461 296 261 229| 152 209 205 203
Lupin 393 868 BUY 1,125 38.0 27.9 38.7 55.2 22.8 31.2 22.4 15.7 12.7 9.0 11.6 14.9
Cadila Healthcare 354 346 BUY 480 13.0 159 193 228| 26,6 21.7 179 152| 170 172 177 179
Torrent Pharma 320 1,888 NEU 1,940 40.1 47.3 66.6 95.4 47.1 40.0 28.4 19.8 15.1 16.2 19.9 24.0
Alkem Laboratories 227 1,901 BUY 2,400 576 71.8 90.0 1156| 33.0 265 211 16.4| 148 165 181  20.0
Glenmark 183 650 BUY 835 175 27.0 352 46.4| 372 241 185 140 94 128 147 169
Jubilant Life Sciences 115 723 BUY 1,030 455 545 622 77.3] 159 133 116 94| 193 194 186 195
Alembic Pharma 111 587 NEU 580 21.9 24.1 24.7 34.7 26.8 24.3 23.8 16.9 20.0 18.6 16.2 19.7
Strides Shasun 48 531 BUY 535 12.7 69 223 37.3| 418 769 238 142 4.4 2.6 7.7 119
Laurus Labs 40 378 BUY 480 15.8 86 174 298| 239 437 21.7 12.7| 11.9 48 113 169
Dishman Carbogen Amcis 36 222 BUY 380 13.2 16.0 209 26.7 16.8 13.9 10.6 83| 14.6 15.2 16.7 18.1
Suven Life Sciences 26 202 NR 450 9.7 89 108 123 208 228 188 16.4| 172 139 149 151
Granules India 24 96 BUY 150 5.2 84 106 13.3| 184 115 9.1 73| 120 154 17.0 184
Neuland Labs 6 503 BUY 885 110 155 518 67.2| 459 324 9.7 7.5 2.2 3.2 9.1 108
Source: HDFC sec Inst Research
Change In Estimates (Consolidated)
Previous New % Chg
Rsmn FY19E FY20E FY21E FY19E FY20E FY21E FY19E FY20E FY21E
Revenue 18,886 21,072 24,143 19,215 21,103 24,204 1.7 0.1 0.3
EBITDA 5,165 6,027 7,373 5,310 6,035 7,390 2.8 0.1 0.2
APAT 2,605 3,367 4,296 2,584 3,373 4,315 (0.8) 0.2 0.4

Source: HDFC sec Inst Research
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Income Statement (Consolidated)

Balance Sheet (Consolidated)

DISHMAN CARBOGEN AMCIS: RESULTS REVIEW 3QFY19

Year Ending March (Rs mn) FY17 FY18 FY19E FY20E FY21E Year Ending March (Rs mn) FY17 FY18 FY19E FY20E FY21E
Net Revenues 17,137 16,948 19,215 21,103 24,204 SOURCES OF FUNDS
Growth (%) 7.0 -1.1 13.4 9.8 14.7 Share Capital - Equity - 323 323 323 323
Material Expenses 3,293 3,369 3,593 3,747 4,204 Reserves 48,140 50,751 52,454 54,802 58,089
Employee Expenses 5,960 6,254 6,827 7,251 7,940 Total Shareholders Funds 48,140 51,073 52,777 55,125 58,413
Other Operating Expenses 3,350 2,871 3,485 4,071 4,671 Long Term Debt 4,601 5,250 4,750 4,250 3,750
EBITDA 4,534 4,454 5,310 6,035 7,390 Short Term Debt 4,790 5,518 5,500 5,250 5,000
EBITDA Margin (%) 26.5 26.3 27.6 28.6 30.5 Total Debt 9,391 10,768 10,250 9,500 8,750
EBITDA Growth (%) 10.5 -1.8 19.2 13.6 22.5 Net Deferred Taxes 803 1,246 1,170 1,260 1,258
Depreciation 2,135 2,114 2,226 2,319 2,414 Other Non-current Liabilities & 2,263 2,343 2,500 2,750 2,750
o R Lo ::TV:LS SOURCES OF FUNDS 60,597 65431 66,697 68,634 71,171
ﬁzrr:qesr)lncome (including £O 261 457 450 230 230 APPLICATION OF FUNDS
Interest 490 488 557 494 456 Net Block 48,473 50,976 51,549 52,031 52,616
PBT 2,170 2,308 2,977 3,772 5,069 CWIP 1,329 1,190 950 800 800
Tax (Incl Deferred) 707 762 982 1,037 1,394 Investments 46 46 46 46 46
RPAT 1,463 1,546 1,994 2,735 3,676 Other Non-current Assets 2,169 3,002 2,500 2,825 2,825
Amortization 593 589 590 638 638 Total Non-current Assets 52,017 55,214 55,046 55,702 56,287
APAT 2,057 2,135 2,584 3,373 4,315 Cash & Equivalents 1,270 2,648 3,435 3,465 4,435
APAT Growth (%) 100.3 3.8 21.0 30.5 27.9 Inventories 4,266 4,846 4,676 5,271 6,078
Adjusted EPS (Rs) 12.7 13.2 16.0 20.9 26.7 Debtors 2,856 4,444 3,938 4,439 5,119
Source: Company, HDFC sec Inst Research Other Current Assets 5,335 4,538 5,687 6,120 6,368
Total Current Assets 12,457 13,827 14,301 15,830 17,565
Creditors 856 1,859 1,477 1,540 1,728
Other Current Liabilities & Provns 4,290 4,400 4,607 4,823 5,390
Total Current Liabilities 5,147 6,259 6,084 6,363 7,118
Net Current Assets 7,310 7,568 8,217 9,468 10,448
TOTAL APPLICATION OF FUNDS 60,596 65,431 66,697 68,634 71,170

Source: Company, HDFC sec Inst Research
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Cash Flow

DISHMAN CARBOGEN AMCIS: RESULTS REVIEW 3QFY19

Year Ending March (Rs mn) FY17 FY18 FY19E FY20E FY21E
Reported PBT 2,161 2,308 2,977 3,772 5,068
Non-operating & EO items (182) (164) (76) 90 (2)
Interest net 365 405 107 (56) (94)
Depreciation 2,135 2,114 2,226 2,319 2,414
Working Capital Change (294)  (2,063) 11 (1,326) (980)
Tax Paid (1,158) (336) (982) (1,037) (1,394)
OPERATING CASH FLOW ( a) 3,026 2,265 4,262 3,761 5,013
Capex (1,480) (2,165) (2,560) (2,650) (3,000)
Free cash flow (FCF) 1,547 100 1,702 1,111 2,013
Investments (9) (866) (0) (0) (0)
Non-operating Income 29 677 450 550 550
INVESTING CASH FLOW (b)) (1,459) (2,353) (2,110) (2,100) (2,450)
Debt Issuance/(Repaid) (649) 1,265 (518) (750) (750)
Interest Expenses (515) (488) (557) (494) (456)
FCFE 403 688 1,077 418 1,357
Dividend (194) - (291) (387) (387)
Others - - - - -
FINANCING CASH FLOW (c) (1,371) 776  (1,366) (1,631) (1,594)
NET CASH FLOW (a+b+c) 197 688 786 30 969
Closing Cash & Equivalents 1,205 2,576 3,435 3,465 4,435

Source: Company, HDFC sec Inst Research

Key Ratios

FY17 FY18 FY19E FY20E FY21E
PROFITABILITY (%)
GPM 80.8 80.1 80.0 81.5 82.0
EBITDA Margin 26.5 26.3 27.6 28.6 30.5
APAT Margin 12.5 12.9 14.4 16.7 18.5
RoE 4.2 4.3 5.0 6.3 7.6
Adj. RoE 16.4 14.6 15.2 16.7 18.1
RolC (or Core RoCE) 2.9 3.0 3.7 4.8 6.0
RoCE 2.7 3.8 3.7 4.4 5.3
EFFICIENCY
Tax Rate (%) 32.6 33.0 33.0 27.5 27.5
Fixed Asset Turnover (x) 0.3 0.3 0.3 0.3 0.3
Inventory (days) 90.9 104.4 88.8 91.2 91.7
Debtors (days) 60.8 95.7 74.8 76.8 77.2
Other Current Assets (days) 93.2 81.5 80.7 77.8 67.9
Payables (days) 18.2 40.0 28.0 26.6 26.1
Other Current Liab & Provns (days) 87.3 90.0 84.7 80.4 78.6
Cash Conversion Cycle (days) 139.3 151.5 131.6 138.8 132.0
Debt/EBITDA (x) 2.1 2.4 1.9 1.6 1.2
Net D/E (x) 0.2 0.2 0.1 0.1 0.1
Interest Coverage (x) 5.4 5.7 6.3 8.6 12.1
PER SHARE DATA (Rs) 0.319
EPS 12.7 13.2 16.0 20.9 26.7
CEPS
Dividend 1.2 - 1.5 2.0 2.0
Book Value 298.3 316.5 327.0 341.6 361.9
VALUATION
P/E (x) 17.5 16.8 13.9 10.6 8.3
P/BV (x) 0.7 0.7 0.7 0.6 0.6
EV/EBITDA (x) 9.8 10.1 8.2 7.1 5.6
EV/Revenues (x) 2.7 2.7 2.4 2.1 1.8
OCF/EV (%) 6.8 5.0 9.8 8.8 12.2
FCF/EV (%) 3.5 0.2 3.9 2.6 4.9
FCFE/Mkt Cap (%) 1.1 1.9 3.0 1.2 3.8
Dividend Yield (%) 0.5 - 0.7 0.9 0.9

Source: Company, HDFC sec Inst Research
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RECOMMENDATION HISTORY
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Date CMP Reco Target
11-Jan-18 329 BUY 430
26-Jan-18 383 BUY 480
13-Apr-18 333 BUY 480
18-May-18 340 BUY 450
13-Jun-18 301 BUY 450
10-Jul-18 267 BUY 450
27-Jul-18 276 BUY 440
1-Oct-18 249 BUY 415
10-Oct-18 214 BUY 415
5-Nov-18 228 BUY 350
10-Jan-19 237 BUY 375
25-Jan-19 222 BUY 380
Rating Definitions
BUY : Where the stock is expected to deliver more than 10% returns over the next 12 month period
NEUTRAL : Where the stock is expected to deliver (-)10% to 10% returns over the next 12 month period
SELL : Where the stock is expected to deliver less than (-)10% returns over the next 12 month period
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