Suven Life Sciences

Buy

Demerger in FY20

The quarterly results were adversely affected by a lower commercial
contribution (¥ 200mn in Q3 and ¥ 380mn in 9M). Both CRAMS and
specialty chemicals declined 27% YoY each. The company, however, is
confident of a better performance from Q4FY19 onwards. The
management expects commercial revenue to be in the range of¥1.2-1.5bn
in FY20, including deferred income from the year.

Pipeline Status

SUVN 502: Completed the recruitment process last quarter. Top line data
expected in July 2019. The company invested USD 5mn in 9M and USD
20mn so far. SUVN 3031: Phase Il clinical trial will be initiated in Q1FY20.
SUVN 911 and SUVN 4041: Both are undergoing toxicology tests. More
molecules to go into Phase | by Q1FY20.

Demerger of CRAMS and DDS
Suven Life Sciences (SLS) will consist of DDS and CRAMS will be under a
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wholly owned subsidiary, Suven Pharma Ltd (SPL). Of the current R&D Promoters 60.0
spend, 70% is for DDS and the rest for CRAMS. The listing of SPL in the stock  nig/Banks/Fis 1.7
exchange is expected in 6-9 months, post NCLT approval. The shares will
be distributed in a ratio of 1:1. Barring cash of ¥ 3bn (to fund DDS for 3 il el
years) and IP, all other assets, together with manufacturing capabilities, ~Public/ Others 32.2
will move to SPL. SLS will pay SPL for manufacturing services. We are .
currently working on the impact of the merger and thus have not factored ~ Valuation (x)
that in our estimates. FY19E FY20E FY21E
P/E 26.2 21.1 17.6
View EV/EBITDA 157 121 98
Although, we have not factored the demerger, we believe it is a positive ' ! :
development and will unlock the margin potential of CRAMS. We expect ROE (%) 138 153 163
the company’s results to be muted at the end of this fiscal year, given RoACE (%) 13.3  15.0 16.1
pressure on CRAMS. However, FY20 has the potential to be a turnaround
ear with a higher commercial revenue, coupled with SUVN 502 data (if in .
:‘/avour). We rgll over to the FY21E EPS of 1ps, leading to TP of € 315 (15x  Cotimates R mn)
FY21E EPS and upfront payments and NCE driven revenue). FYI9E FY20E FY21E
Revenue 5680 6,496 7,323
EBITDA 1,692 2,192 2,643
Q3FY19 Result (X Mn)
PAT 1,115 1,387 1,664
Particulars 3FY19 3FY18  YoY (% 2FY19 0Q (% z 88 10.9 131
Revenue 1,290 1,637 (21.2) 895 441 EPS R) - - _
Total Expense 934 1,123 (16.8) 651 43.5
EBITDA 356 514 (30.7) 244 45.8
Depreciation 56 54 3.6 56 0.9
EBIT 300 460 (34.8) 189 59.0
Other Income 58 33 75.2 66 (12.5)  Head of Equities: Amit Khurana, CFA
Interest 5 12 (54.0) 6 (10.4) Tel: +91 22 40969745
EBT 352 481 (34.8) 248 41.7 E-mail: amit@dolatcapital.com
Tax 100 135 (26.1) 68 46.0
RPAT 252 346 (27.1) 180 40.1 Associate: Srishti
APAT 252 346 (27.1) 180 40.1 Tel: +91 22 40969772
(bps) (bps) E-mail: srishti@dolatcapital.com
Gross Margin (%) 78.4 69.9 849 93.6 (1512)
EBITDA Margin (%) 27.6 31.4 (381) 27.3 32
NPM (%) 19.6 21.1 (158) 20.1 (56)
Tax Rate (%) 28.4 28.1 27 27.5 83
EBIT Margin (%) 23.2 28.1 (485) 21.1 218 DOLAT CAPITAL
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Profit and Loss Account

R Mn)

FY18A FY19E FY20E FY21E
Revenue 6,253 5,680 6,496 7,323
Total Expense 4,271 3,988 4,304 4,681
COGS 1,537 1,390 1,574 1,728
Employees Cost 613 546 677 726
Other expenses 2,121 2,051 2,053 2,226
EBIDTA 1,982 1,692 2,192 2,643
Depreciation 213 226 296 353
EBIT 1,769 1,466 1,896 2,290
Interest 46 30 55 66
Other Income 233 216 214 242
Exc. / E.O. items 0 0 0 0
EBT 1,955 1,651 2,055 2,466
Tax 718 537 668 801
RPAT 1,237 1,115 1,387 1,664
Minority Interest 0 0 0 0
Profit/Loss share of associates 0 0 0 0
APAT 1,237 1,115 1,387 1,664
Balance Sheet
 Mn) FY18A FY19E FY20E FY21E
Sources of Funds
Equity Capital 127 127 127 127
Minority Interest 0 0 0 0
Reserves & Surplus 7,547 8,411 9,466 10,731
Net Worth 7,674 8,539 9,593 10,858
Total Debt 275 261 258 257
Net Deferred Tax Liability 232 256 281 309
Total Capital Employed 8,182 9,055 10,133 11,424
Applications of Funds
Net Block 3,077 4,351 5,355 5,925
CWIP 247 150 150 150
Investments 1 1 1 1
Current Assets, Loans & Advances 5,807 5,368 5,610 6,371
Inventories 1,395 1,392 1,424 1,511
Receivables 615 498 569 642
Cash and Bank Balances 208 141 202 723
Loans and Advances 770 518 592 668
Other Current Assets 31 31 35 40
Less: Current Liabilities & Provisions 951 815 983 1,023
Payables 568 457 575 564
Other Current Liabilities 383 358 408 459
Net Current Assets 4,856 4,553 4,627 5,348
Total Assets 8,182 9,055 10,133 11,424
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Important Ratios

Particulars FY18A FY19E FY20E FY21E
(A) Margins (%)

Gross Profit Margin 75.4 75.5 75.8 76.4
EBIDTA Margin 31.7 29.8 33.7 36.1
EBIT Margin 28.3 25.8 29.2 313
Tax rate 36.7 325 325 325
Net Profit Margin 19.8 19.6 21.4 22.7
(B) As Percentage of Net Sales (%)

COGS 24.6 24.5 24.2 23.6
Employee 9.8 9.6 10.4 9.9
Other 33.9 36.1 31.6 304
(C) Measure of Financial Status

Gross Debt / Equity 0.0 0.0 0.0 0.0
Interest Coverage 38.2 48.1 34.6 34.7
Inventory days 81 89 80 75
Debtors days 36 32 32 32
Average Cost of Debt 9.4 11.4 21.1 25.7
Payable days 49 42 49 44
Working Capital days 283 293 260 267
FAT/O 2.0 1.3 1.2 1.2
(D) Measures of Investment

AEPS (3) 9.7 8.8 10.9 13.1
CEPS () 11.4 10.6 13.3 15.9
DPS (3) 1.8 2.1 2.6 3.1
Dividend Payout (%) 18.6 24.0 24.0 24.0
BVPS (3) 60.4 67.2 75.5 85.5
ROANW (%) 17.2 13.8 15.3 16.3
ROACE (%) 16.5 13.3 15.0 16.1
ROAIC (%) 23.2 17.4 20.1 22.2
(E) Valuation Ratios

cMP (3) 230 230 230 230
P/E 23.6 26.2 21.1 17.6
Mcap (? Mn) 29,210 29,210 29,210 29,210
MCap/ Sales 4.7 5.1 4.5 4.0
EV 26,490 26,542 26,479 25,956
EV/Sales 4.2 4.7 4.1 3.5
EV/EBITDA 13.4 15.7 12.1 9.8
P/BV 3.8 3.4 3.0 2.7
Dividend Yield (%) 0.8 0.9 1.1 14
(F) Growth Rate (%)

Revenue 15.0 (9.2) 14.4 12.7
EBITDA 53.6 (14.6) 29.6 20.6
EBIT 64.3 (17.1) 29.3 20.8
PBT 58.9 (15.5) 24.5 19.9
APAT 41.9 (9.9) 24.5 19.9
EPS 41.9 (9.9) 24.5 19.9
Cash Flow

& mn) FY18A FY19E FY20E FY21E
CFO 986 1,630 1,751 1,911
CFI 159 1,385 1,300 923
CFF 711 313 390 467
FCFF 827 245 451 988
Opening Cash 92 208 141 202
Closing Cash 208 141 202 723
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DART RATING MATRIX
Total Return Expectation (12 Months)

Buy >20%
Accumulate 10 to 20%
Reduce 0 to 10%
Sell < 0%

Rating and Target Price History

_ Month Rating TP R) Price (%)
390(?) e SVLS Target Price Aug-17 Buy 300 164
| ‘ \ Nov-17 Buy 300 197
340 Feb-18 Buy 330 190
290 - May-18 Buy 350 187
Nov-18 Buy 315 245
240 1 ’\v\l\l
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Kapil Yadav VP - Equity Sales kapil@dolatcapital.com +9122 4096 9735
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P. Sridhar SVP and Head of Sales Trading sridhar@dolatcapital.com +9122 4096 9728
Chandrakant Ware VP - Sales Trading chandrakant@dolatcapital.com +9122 4096 9707
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Analyst(s) Certification

The research analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in
this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their
compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research report.

1. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

1. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s), if any,
covered in the report and may be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select recipient of this
report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written consent of
Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein. Dolat Capital Market Private Limited.
and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and financing group. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have provided or may provide services in respect of managing offerings of securities, corporate finance,
investment banking, mergers & acquisitions, financing or any other advisory services to the company(ies) covered herein. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have received or may receive compensation from the company(ies) mentioned in this report for rendering
any of the above services. Research analysts and sales persons of Dolat Capital Market Private Limited. may provide important inputs to its affiliated
company(ies) associated with it. While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description
of the securities, markets or developments referred to herein, and Dolat Capital Market Private Limited. does not warrant its accuracy or completeness.
Dolat Capital Market Private Limited. may not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error
in the information contained in this report. This report is provided for information only and is not an investment advice and must not alone be taken as
the basis for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user assumes the
entire risk of any use made of this information. The information contained herein may be changed without notice and Dolat Capital Market Private Limited.
reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. Dolat Capital Market Private Limited.
and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of
the company(ies) mentioned herein or (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. This report is neither an
offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. 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 Dolat Capital Market
Private Limited. and/or its affiliated company(ies) 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 a certain category of investors. Persons in whose possession this report may come, are required
to inform themselves of and to observe such restrictions.

For U.S. Entity/ persons only: This research report is a product of Dolat Capital Market Private Limited., which is the employer of the research analyst(s)
who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not
associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are
not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among
other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Dolat Capital Market Private Limited. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of
the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance
on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return
the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person or entity.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct
certain business with Major Institutional Investors, Dolat Capital Market Private Limited. has entered into an agreement with a U.S. registered broker-
dealer Ltd Marco Polo Securities Inc. ("Marco Polo"). Transactions in securities discussed in this research report should be effected through Marco Polo
or another U.S. registered broker dealer/Entity as informed by Dolat Capital Market Private Limited. from time to time.
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