
  
 

 
 

BSE SENSEX S&P CNX   CMP: INR400 TP: INR620(+55%) Buy 36,387 10,907 
 

 
 

Stock Info 
Bloomberg SLPA IN 
Equity Shares (m) 80 
52-Week Range (INR) 32.6 / 0.5 
1, 6, 12 Rel. Per (%) 605 / 358 
M.Cap. (INR b) 5/10/-34 
Avg Val, INRm 20 
Free float (%) 46.2 
 
Financials Snapshot (INR b) 
 Y/E Mar FY19E FY20E FY21E 
Net Sales 8.2 10.3 12.2 
EBITDA 2.0 2.5 3.3 
PAT 1.5 2.0 2.2 
EPS (INR) 18.7 25.4 26.9 
Gr. (%) 45.8 35.7 6.0 
BV/Sh (INR) 153.5 177.1 202.2 
RoE (%) 12.8 15.1 14.0 
RoCE (%) 10.5 12.6 11.9 
P/E (x) 21.4 15.7 14.9 
P/BV (x) 2.6 2.3 2.0 
 
Shareholding pattern (%) 
As On Sep-18 Jun-18 Sep-17 
Promoter 53.8 53.8 54.7 
DII 13.2 13.1 13.2 
FII 19.0 19.0 18.9 
Others 14.0 14.2 13.2 
FII Includes depository receipts 
 
Stock Performance (1-year) 

 
 
 

 G-Gleevec to boost profitability 
US generics the key growth driver for SLPA over medium term  

  

 Shilpa Medicare (SLPA) has received the USFDA’s final approval for Imatinib Mesylate 
(g-Gleevec) used in Leukemia in the form of tablets (100mg and 400mg). g-Gleevec 
(Imatinib Mesylate) is expected to open business opportunity of USD10-12m for SLPA 
in the US generics segment. 

 With four ANDA approvals (3-final and 1-tentative) in place, SLPA’s ANDA pipeline is 
strong with 34 ANDAs pending for approval. This implies strong growth for SLPA over 
the next 2-3 years. 

 We expect SLPA to deliver revenue CAGR of 16% and earnings CAGR of 28% for FY18-21. 
 We remain positive on SLPA on the back of strong growth in earnings led by forward 

integration to formulations and increased business from the regulated markets. We 
continue to value SLPA at 23x 12M forward earnings and arrive at a price target of 
INR620. Re-iterate BUY. 
 

 g-Gleevec to drive revenues; improve operating leverage: SLPA has received 
the USFDA’s final approval for Imatinib Mesylate (g-Gleevec) used in Leukemia 
in the form of tablets (100mg and 400mg). Besides having para-IV filing for g-
Gleevec, SLPA had a settlement in place with the innovator, with respect to 
litigation on the generic version of Gleevec since FY17. Also, SLPA has 
regulatory compliance in place with respect to its formulation and API facility. 
Thus, final approval was the last key milestone for g-Gleevec. The drug has a 
market size of USD885m (IQVIA MAT Q2 2018) with six other generic 
approvals, of which two approvals came in the last six months. Based on the 
competitive scenario, we expect SLPA to garner sales of USD10-12m from this 
product on annualized basis. This would also enhance operating leverage 
thereby improving profitability of SLPA in the US generics business. 

 Robust outlook on the US business: For FY18, US sales stood at ~INR1.4b 
(USD20m; 19% of total sales), which came in largely from only two products 
(Capecitabine and Azacitidine). Thus, on FY18 base business of USD19m, g-
Gleevec would contribute meaningfully in the US generic segment. Currently, 
SLPA has four ANDA approvals (including g-Gleevec) and a healthy pipeline of 
34 products pending for approval. We expect US sales to reach INR3.2b in FY20 
(32% of sales) on the back of new launches and better traction in approved 
molecules. 

 Good compliance record; minimal regulatory risk over near term: SLPA’s API 
facility located at Raichur received EIR for inspection, which was carried out in 
Jan’18. The formulations facility at Jadcherla received EIR in Mar’18 for 
inspection carried out in Dec’17. Till date, SLPA’s formulation and API facilities 
have been inspected thrice by the USFDA and have been complied within 
stipulated period of time. Thus, we expect minimal regulatory risk over the 
near term.  
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 Valuation and view: We continue to value SLPA at a P/E multiple of 23x, a 15% 
premium to industry average. We have factored in the strong growth in earnings 
due to forward integration in formulations and increased business from 
regulated markets. We expect SLPA to deliver revenue CAGR of 16% and 
earnings CAGR of 28% for FY18-21. Accordingly, we arrive at a price target of 
INR620, based on 23x 12M forward earnings and re-iterate BUY on the stock. 
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Story in Charts 

Exhibit 1: SLPA to see revenue CAGR of 16% for FY18-21 

Source: MOSL, Company 

Exhibit 2: Higher US formulation sales to improve GM 

Source: MOSL, Company 

Exhibit 3: EBITDA margins expected to improve 

Source: MOSL, Company 

Exhibit 4: Earnings to grow at 28% CAGR for FY18-21 

Source: MOSL, Company 

Exhibit 5: US sales to grow on back of new approvals 

Source: MOSL, Company 

Exhibit 6: Gradual improvement in ROE and ROCE 

Source: MOSL, Company 

5.8 6.2 7.3 7.8 7.9 8.2 10.3 12.2 

52.9 

7.1 
17.1 

8.1 
1.1 3.5 

25.8 
18.6 

FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E

Total Revenues (INRb) YoY growth (%)

45.6 
47.6 49.3 

52.6 
55.0 

61.5 

56.1 
59.0 

FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E

Gross Margin (%)

20.1 20.8 21.4 21.9 
20.5 

24.6 24.7 

27.0 

FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E

EBITDA margin (%)

0.8 0.7 1.1 1.0 1.0 1.5 2.0 2.2 

63.9 

-5.4

43.3 

-2.0 -0.7

45.8 
35.7 

6.2 

FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E

Adjusted PAT (INRb) YoY Growth (%)

- 0.3

1.5 
2.1 

3.3 

4.5 

FY16 FY17 FY18 FY19E FY20E FY21E

US sales (INRb)
21.7 

15.6 
17.8 

13.3 
10.3 

12.8 
15.1 14.0 

15.5 

11.4 
13.6 

10.6 
8.0 

10.5 
12.6 11.9 

FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E

ROE (%) ROCE (%)



 Shilpa Medicare 

19 January 2019 4 

Financials & Valuations 

Consolidated Income Statement (INR m) 
Y/E March FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E 
Total income from Operations 5,785 6,195 7,251 7,838 7,925 8,202 10,317 12,237 
EBITDA  1,160 1,286 1,554 1,713 1,622 2,018 2,548 3,304 
Margin (%) 20.1 20.8 21.4 21.9 20.5 24.6 24.7 27.0 
Depreciation 232 214 286 306 372 434 513 587 
EBIT 928 1,072 1,267 1,406 1,250 1,584 2,035 2,717 
Int. and Finance Charges 35 41 69 31 27 18 17 17 

Other Income 91 48 46 197 217 221 261 171 
PBT before EO Exp. 984 1,080 1,245 1,511 1,368 1,997 2,710 2,871 
EO items -29 -1 -24 -45 0 338 0 0 
PBT after EO Exp. 955 1,078 1,221 1,465 1,368 2,334 2,710 2,871 
Current Tax 153 233 255 292 274 581 675 715 
Deffered Tax 50 119 -21 141 65 0 0 0 
 Tax Rate (%) 21 33 19 29 25 29 25 25 
LesS: Minority interest -5 -11 -51 29 0 0 0 0 
Reported PAT 757 737 1,038 1,004 1,029 1,753 2,035 2,156 
Adjusted PAT 780 738 1,057 1,036 1,029 1,500 2,035 2,156 
Change (%) 63.9 -5.4 43.3 -2.0 -0.7 45.8 35.7 6 
Margin (%) 13.1 11.9 14.3 12.8 13.0 21.4 19.7 17.6 

 Consolidated Balance Sheet (INR m) 
Y/E March FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E 
Equity Share Capital 74 77 77 80 82 82 82 82 
Total Reserves 3,891 5,392 6,316 9,082 10,769 12,428 14,355 16,396 
Net Worth 3,964 5,469 6,393 9,162 10,850 12,510 14,436 16,477 
Minority Interest 100 144 23 -24 -52 -52 -52 -52
Deferred Tax Liabilities 259 378 510 618 918 918 918 918 
Total Loans 989 1,631 821 2,395 1,712 1,612 1,612 1,612 
Capital Employed 5,313 7,622 7,747 12,151 13,428 14,987 16,914 18,955 
Net Fixed Assets 2,814 2,984 3,828 4,327 6,324 6,689 7,676 8,589 
Goodwill on Consolidation 131 177 89 98 369 369 369 369 
Capital WIP 1,110 2,216 916 897 748 748 748 748 
Total Investments 105 657 1,361 3,240 2,326 2,326 2,326 2,326 
Curr. Assets, Loans & Adv 2,618 3,012 3,099 5,166 5,550 6,647 8,222 9,691 
Inventory 1,233 1,308 1,342 1,898 1,887 1,854 2,329 2,679 
Account Receivables 680 814 1,254 1,709 2,203 2,283 2,872 3,406 
Cash and Bank Balances 92 184 109 965 739 1,535 1,713 1,859 
Loans and Adances 599 666 206 257 89 92 115 137 
Other Current Assets 16 40 187 337 632 883 1,192 1,610 
Curr. Liability and Prov. 1,465 1,423 1,562 1,607 1,888 1,792 2,427 2,768 
Account Payables 930 755 1,007 1,112 1,105 980 1,406 1,558 
Other Current Liabilities 382 493 365 286 537 556 700 830 
Provisions 153 175 190 209 246 255 321 380 
Net Current Assets 1,153 1,588 1,537 3,559 3,662 4,856 5,795 6,922 
Deferred tax Assets 0 0 14 0 0 0 0 0 
Appl.of Funds 5,313 7,622 7,747 12,151 13,428 14,987 16,913 18,954 
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Financials & Valuations 
 

Ratios          Y/E March FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E 
 (INR)         
EPS 9.7 9.2 13.2 12.9 12.8 18.7 25.4 26.9 
Cash EPS 13.8 12.3 17.4 16.8 17.2 23.7 31.3 33.7 
BV/ Share 53.9 70.9 82.9 114.4 133.1 153.5 177.1 202.2 
DPS 0.5 0.5 0.6 0.6 0.6 1.0 1.1 1.2 
Payout (%) 5.4 6.0 4.5 4.3 4.4 5.1 4.4 4.4 
Valuation (x)         
P/E 41.1 43.4 30.3 30.9 31.2 21.4 15.7 14.9 
Cash P/E 29.1 32.4 23.0 23.9 23.3 16.9 12.8 11.9 
P/BV 7.4 5.6 4.8 3.5 3.0 2.6 2.3 2.0 
EV/Sales 5.3 5.3 4.4 4.3 4.3 4.0 3.2 2.7 
EV/ EBITDA 26.3 25.3 20.5 19.7 20.9 16.4 12.9 9.9 
Dividend Yield (%) 0.1 0.1 0.1 0.1 0.1 0.2 0.3 0.3 
FCF per Share -4.7 -9.1 -2.9 -8.6 -15.2 12.1 3.5 3.2 
Return Ratios (%)         
ROE 21.7 15.6 17.8 13.3 10.3 12.8 15.1 14.0 
ROCE 15.5 11.4 13.6 10.6 8.0 10.5 12.6 11.9 
Working Capital Ratios 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Inventory (Days) 78 94 85 97 110 110 98 102 
Debtor (Days) 35 44 52 69 90 100 91 94 
Creditor (Days) 57 63 56 63 64 62 56 61 
Leverage Ratios (x)         
Current Ratio 1.7 2.5 2.5 5.1 4.0 4.9 4.3 4.4 
Interest Coverage Ratio 26.3 26.5 18.5 44.9 47.0 88.8 117.1 156.3 
Debt/Equity 0.3 0.3 0.2 0.3 0.2 0.2 0.1 0.1 
         Cash Flow Statement  

       
(INR m) 

Y/E March FY14 FY15 FY16 FY17 FY18 FY19E FY20E FY21E 
OP/(Loss) before Tax 955 1,078 1,221 1,465 1,368 2,334 2,710 2,871 
Depreciation 232 214 286 306 372 434 513 587 
(Interest received) -14 -17 -5 0 0 0 0 0 
Direct Tax Paid -216 -254 -316 -292 -274 -581 -675 -715 
(Inc)/ Dec in WC -234 -401 74 -1,357 -247 -398 -762 -981 
CF from Operations 723 621 1,261 123 1,219 1,789 1,787 1,762 
Others -22 67 68 0 0 0 0 0 
CF from Operating incl EO 701 688 1,329 123 1,219 1,789 1,787 1,762 
(Inc)/ Dec in FA -1,086 -1,428 -1,568 -822 -2,461 -800 -1,500 -1,500 
Free Cash Flow -386 -740 -239 -699 -1,242 990 287 262 
(Pur)/ Sale of Investments 429 -550 149 -1,581 1,133 0 0 0 
Others 168 26 5 0 612 0 0 0 
CF from Investments -489 -1,951 -1,414 -2,403 -717 -800 -1,500 -1,500 
Issue of Shares 0 814 0 1,720 0 0 0 0 
Inc / (Dec) in debt -213 586 197 1,537 -674 -100 0 0 
Dividend Paid -37 -45 -106 -54 -55 -94 -109 -115 
Interest paid 0 -37 -54 0 0 0 0 0 
Others -33 44 4 -3 0 0 0 0 
CF from financial activity -283 1,362 41 3,200 -729 -194 -109 -115 
Inc / (Dec) in Cash -72 99 -44 921 -226 796 178 147 
Opening Balance 169 92 184 159 965 739 1,535 1,713 
Closing Balance 92 184 159 1,080 739 1,535 1,713 1,860 
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Explanation of Investment Rating 
Investment Rating Expected return (over 12-month) 
BUY >=15% 
SELL < - 10% 
NEUTRAL < - 10 % to 15% 
UNDER REVIEW Rating may undergo a change 
NOT RATED We have forward looking estimates for the stock but we refrain from assigning recommendation 

*In case the recommendation given by the Research Analyst becomes inconsistent with the investment rating legend, the Research Analyst shall within 28 days of the 
inconsistency, take appropriate measures to make the recommendation consistent with the investment rating legend. 
Disclosures 
The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations). 
Motilal Oswal Securities Ltd. (MOSL)* is a SEBI Registered Research Analyst having registration no. INH000000412. MOSL, the Research Entity (RE) as defined in the 
Regulations, is engaged in the business of providing Stock broking services, Investment Advisory Services, Depository participant services & distribution of various financial 
products. MOSL is a subsidiary company of Motilal Oswal Financial Service Ltd. (MOFSL). MOFSL is a listed public company, the details in respect of which are available on 
www.motilaloswal.com. MOSL is registered with the Securities & Exchange Board of India (SEBI) and is a registered Trading Member with National Stock Exchange of India Ltd. 
(NSE) and Bombay Stock Exchange Limited (BSE),  Multi Commodity Exchange of India (MCX) & National Commodity & Derivatives Exchange Ltd. (NCDEX) for its stock broking 
activities & is Depository participant with Central Depository Services Limited (CDSL) & National Securities Depository Limited (NSDL) and is member of Association of Mutual 
Funds of India (AMFI) for distribution of financial products. Details of associate entities of Motilal Oswal Securities Limited are available on the website at 
http://onlinereports.motilaloswal.com/Dormant/documents/List%20of%20Associate%20companies.pdf 
MOSL and its associate company(ies), their directors and Research Analyst and their relatives may; (a) from time to time, have a long or short position in, act as principal in, and 
buy or sell the securities or derivatives thereof of companies mentioned herein. (b) be engaged in any other transaction involving such securities and earn brokerage or other 
compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have 
any other potential conflict of interests with respect to any recommendation and other related information and opinions.; however the same shall have no bearing whatsoever on the 
specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the associates of MOSL even 
though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report 
MOSL and / or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the recipients of this report should 
be aware that MOSL may have a potential conflict of interest that may affect the objectivity of this report. Compensation of Research Analysts is not based on any specific merchant 
banking, investment banking or brokerage service transactions. Details of pending Enquiry Proceedings of Motilal Oswal Securities Limited are available on the website at  
https://galaxy.motilaloswal.com/ResearchAnalyst/PublishViewLitigation.aspx 
A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com. Research Analyst views on Subject Company may vary based on Fundamental 
research and Technical Research. Proprietary trading desk of MOSL or its associates maintains arm’s length distance with Research Team as all the activities are segregated from 
MOSL research activity and therefore it can have an independent view with regards to Subject Company for which Research Team have expressed their views. 
Regional Disclosures (outside India) 
This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, availability 
or use would be contrary to law, regulation or which would subject MOSL & its group companies to registration or licensing requirements within such jurisdictions. 
For Hong Kong:  
This report is distributed in Hong Kong by Motilal Oswal capital Markets (Hong Kong) Private Limited, a licensed corporation (CE AYY-301) licensed and regulated by the Hong 
Kong Securities and Futures Commission (SFC) pursuant to the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) “SFO”. As per SEBI (Research Analyst 
Regulations) 2014 Motilal Oswal Securities (SEBI Reg No. INH000000412) has an agreement with Motilal Oswal capital Markets (Hong Kong) Private Limited for distribution of 
research report in Hong Kong. This report is intended for distribution only to “Professional Investors” as defined in Part I of Schedule 1 to SFO. Any investment or investment activity 
to which this document relates is only available to professional investor and will be engaged only with professional investors.” Nothing here is an offer or solicitation of these 
securities, products and services in any jurisdiction where their offer or sale is not qualified or exempt from registration. The Indian Analyst(s) who compile this report is/are not 
located in Hong Kong & are not conducting Research Analysis in Hong Kong. 
For U.S. 
Motilal Oswal Securities Limited (MOSL) is not a registered broker - dealer under the U.S. Securities Exchange Act of 1934, as amended (the"1934 act") and under applicable state 
laws in the United States. In addition MOSL is not a registered investment adviser under the U.S. Investment Advisers Act of 1940, as amended (the "Advisers Act" and together 
with the 1934 Act, the "Acts), and under applicable state laws in the United States. Accordingly, in the absence of specific exemption under the Acts, any brokerage and investment 
services provided by MOSL , including the products and services described herein are not available to or intended for U.S. persons. This report is intended for distribution only to 
"Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the Exchange Act and interpretations thereof by SEC (henceforth referred to as "major institutional investors"). This 
document must not be acted on or relied on by persons who are not major institutional investors. Any investment or investment activity to which this document relates is only 
available to major institutional investors and will be engaged in only with major institutional investors. In reliance on the exemption from registration provided by Rule 15a-6 of the 
U.S. Securities Exchange Act of 1934, as amended (the "Exchange Act") and interpretations thereof by the U.S. Securities and Exchange Commission ("SEC") in order to conduct 
business with Institutional Investors based in the U.S., MOSL has entered into a chaperoning agreement with a U.S. registered broker-dealer, Motilal Oswal Securities International 
Private Limited. ("MOSIPL"). Any business interaction pursuant to this report will have to be executed within the provisions of this chaperoning agreement. 
The Research Analysts contributing to the report may not be registered /qualified as research analyst with FINRA. Such research analyst may not be associated persons of the U.S. 
registered broker-dealer, MOSIPL, and therefore, may not be subject to NASD rule 2711 and NYSE Rule 472 restrictions on communication with a subject company, public 
appearances and trading securities held by a research analyst account. 
For Singapore 
In Singapore, this report is being distributed by Motilal Oswal Capital Markets Singapore Pte Ltd (“MOCMSPL”) (Co.Reg. NO. 201129401Z) which is a holder of a capital markets 
services license and an exempt financial adviser in Singapore.As per the approved agreement under Paragraph  9 of Third Schedule of Securities and Futures Act (CAP 289) and 
Paragraph 11 of First Schedule of Financial Advisors Act (CAP 110) provided to MOCMSPL by Monetary Authority of Singapore. Persons in Singapore should contact MOCMSPL 
in respect of any matter arising from, or in connection with this report/publication/communication.  This report is distributed solely to persons who qualify as “Institutional Investors”, 
of which some of whom may consist of "accredited" institutional investors as defined in section 4A(1) of the Securities and Futures Act, Chapter 289 of Singapore (“the 
SFA”). Accordingly, if a Singapore person is not or ceases to be such an institutional investor, such Singapore Person must immediately discontinue any use of this Report and 
inform MOCMSPL. 
Specific Disclosures 
1    MOSL, Research Analyst and/or his relatives does not have financial interest in the subject company, as they do not have equity holdings in the subject company. 
2    MOSL, Research Analyst and/or his relatives do not have actual/beneficial ownership of 1% or more securities in the subject company 
3    MOSL, Research Analyst and/or his relatives have not received compensation/other benefits from the subject company in the past 12 months 
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- actual/beneficial ownership of 1% or more securities in the subject company 
- received compensation/other benefits from the subject company in the past 12 months 
- other potential conflict of interests with respect to any recommendation and other related information and opinions.; however the same shall have no bearing whatsoever 

on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the associates of 
MOSL even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report.  

- acted as a manager or co-manager of public offering of securities of the subject company in past 12 months 
- be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the 

company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies)  
- received compensation from the subject company in the past 12 months for investment banking / merchant banking / brokerage services or from other than said services. 

The associates of MOSL  has not received any compensation or other benefits from third party in connection with the research report 
Above disclosures include beneficial holdings lying in demat account of MOSL which are opened for proprietary investments only. While calculating beneficial holdings, It does not 
consider demat accounts which are opened in name of MOSL for other purposes (i.e holding client securities, collaterals, error trades etc.). MOSL also earns DP income from 
clients which are not considered in above disclosures. 
Analyst Certification 
The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the compensation of the 
research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report.  
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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. Neither 
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