Suven Life Sciences

Accumulate

Nail biting wait with SUVN 502 data announcement

Suven reported a strong performance during Q4FY19. Revenue grew 19%
YoY, due to a 64% YoY rise in specialty chemicals. Core CRAMS grew 4% to
¥ 718mn, whereas commercial CRAMS fell 23% YoY to T 420mn (¥ 800mn
for FY19). CTS grew 26% YoY, including Taro royalty worth ¥ 24mn. The
management expects commercial revenue to be in the range of ¥ 1.3mn in
FY20 and flat specialty chemicals. SUVN 502 could be a positive trigger, if
the data is favourable. Based on a conservative approach, we estimate a
TP of ¥ 310 (16x FY21E + NCE pipeline).

Pipeline status

SUVN 502 (Masupirdine): Finished last patient last visit (LPLV) in May 2019.
The company expects top line data by 17" July 2019. The company invested
USD 9mn in FY19 and USD 24mn so far. If the data is positive, the
management has guided that it will partner with a bigger company for
further investments and will receive upfront and milestone payments in
return.
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CMP 3273
Target / Upside %310/ 14%
BSE Sensex 39,667
NSE Nifty 11,925
Scrip Details
Equity / FV Z127mn /X1
Market Cap < 35bn
USS 498mn
52-week High/Low ¥338/X 183
Avg. Volume (no) 3,31,245
NSE Symbol SUVEN
Bloomberg Code SVLS IN

Shareholding Pattern Mar'19(%)

SUVN 3031: At the final stage of filing, which is to be done by Q1FY20. The ~ Promoters i
recruitment is likely to start in Q2FY20. The company expects to move to  MF/Banks/Fls 2.4
Suven Neuro Sciences in FY20; Ells 5.7
SUVN 911 and SUVN 4041: Both are undergoing toxicology tests. Public / Others 32.0
Shore Pharma minority stake Valuation (x)
Suven bought a 25% stake in Shore Pharma (Rising Pharma’s subsidiary) for EY19A FY20E FY21E
USD 35mn. Shore declared itself bankrupt and Suven bought the stake
. . P/E 39.8 28.6 23.0
under the Stalking Horse agreement. The purchase is a long- term strategy
to enter the US generic market. Shore already has 85-90 commercialised EV/EBITDA 203 178 14.5
ANDAs. ROE (%) 10.9 13.8 15.3
RoOACE (%) 10.4 12.9 14.3
Suven CRAMS and DDS update
The company has received NOC and is now in the process of filing to NCLT, Estimates (%
and expects the demerger to be finalised by Q3FY20. stimates X mn)
FY19A FY20E FY21E
Revenue 6,635 6,970 7,458
EBITDA 1,604 1,817 2,206
Q4FY19 Result (X Mn)
PAT 869 1,213 1,503
Particulars 4FY19 4FY18  YoY (% 3FY19 0Q (% EPS 3) 68 e 118
Revenue 2,533 2,137 18.5 1,290 96.3 . - .
Total Expense 1,480 1,225 20.8 934 58.4
EBITDA 1,053 912 15.4 356 195.8
Depreciation 55 54 1.9 56 (2.6)
EBIT 998 859 16.2 300 232.9
Other Income 38 92 (59.3) 58 (34.9)  Head of Equities: Amit Khurana,CFA
Interest 16 13 25.6 5 197.5 Tel: +91 22 40969745
EBT 1,020 939 16.2 352 189.6 E-mail: amit@dolatcapital.com
Tax 340 313 8.6 100 240.8
RPAT 680 625 8.7 252 169.4 Associate: Srishti
APAT 680 625 8.7 252 169.4 Tel: +91 22 40969772
(bps) (bps) E-mail: srishti@dolatcapital.com
Gross Margin (%) 70.2 72.1 (184) 78.4 (819)
EBITDA Margin (%) 41.6 42.7 (112) 27.6 1398
NPM (%) 26.8 29.2 (241) 19.6 728
Tax Rate (%) 33.4 334 (3) 28.4 500
EBIT Margin (%) 39.4 40.2 (77) 23.2 1617 DOLATCAPITAL ™
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Profit and Loss Account

(X Mn) FY18A FY19A FY20E FY21E
Revenue 6,253 6,635 6,970 7,458
Total Expense 4,271 5,031 5,153 5,253
COGS 1,550 1,735 1,952 1,865
Employees Cost 613 661 726 792
Other expenses 2,108 2,634 2,476 2,596
EBIDTA 1,982 1,604 1,817 2,206
Depreciation 213 221 230 239
EBIT 1,769 1,383 1,587 1,967
Interest 46 38 35 33
Other Income 233 242 258 276
Exc. / E.O. items 0 0 0 0
EBT 1,955 1,587 1,810 2,210
Tax 718 718 597 707
RPAT 1,237 869 1,213 1,503
Minority Interest 0 0 0 0
Profit/Loss share of associates 0 0 0 0
APAT 1,237 869 1,213 1,503
Ellance Sheet

Z Mn) FY18A FY19A FY20E FY21E
Sources of Funds

Equity Capital 127 127 127 127
Minority Interest 0 0 0 0
Reserves & Surplus 7,547 8,183 9,147 10,288
Net Worth 7,674 8,310 9,274 10,416
Total Debt 340 371 367 364
Net Deferred Tax Liability 232 489 538 592
Total Capital Employed 8,246 9,170 10,179 11,372
Applications of Funds

Net Block 3,077 2,932 3,996 4,702
CWIP 247 1,111 1,000 1,000
Investments 1 1 1 1
Current Assets, Loans & Advances 5,866 6,345 6,477 6,961
Inventories 1,395 1,571 1,619 1,598
Receivables 615 1,501 1,577 1,688
Cash and Bank Balances 282 136 205 434
Loans and Advances 753 796 617 660
Other Current Assets 34 41 43 46
Less: Current Liabilities & Provisions 945 1,219 1,294 1,292
Payables 568 607 629 582
Other Current Liabilities 377 612 664 710
Net Current Assets 4,921 5,126 5,183 5,669
Total Assets 8,246 9,170 10,179 11,372

E — Estimates
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Important Ratios

Particulars FY18A FY19A FY20E FY21E
(A) Margins (%)

Gross Profit Margin 75.2 73.8 72.0 75.0
EBIDTA Margin 31.7 24.2 26.1 29.6
EBIT Margin 28.3 20.8 22.8 26.4
Tax rate 36.7 45.2 33.0 32.0
Net Profit Margin 19.8 131 17.4 20.1
(B) As Percentage of Net Sales (%)

COGS 24.8 26.2 28.0 25.0
Employee 9.8 10.0 10.4 10.6
Other 33.7 39.7 35.5 34.8
(C) Measure of Financial Status

Gross Debt / Equity 0.0 0.0 0.0 0.0
Interest Coverage 38.2 36.6 46.0 59.4
Inventory days 81 86 85 78
Debtors days 36 83 83 83
Average Cost of Debt 8.8 10.6 9.4 9.0
Payable days 49 a4 45 40
Working Capital days 287 282 271 277
FAT/O 2.0 2.3 1.7 1.6
(D) Measures of Investment

AEPS (3) 9.7 6.8 9.5 11.8
CEPS () 11.4 8.6 11.4 13.7
DPS (3) 1.8 16 2.3 2.8
Dividend Payout (%) 18.6 24.0 24.0 24.0
BVPS (3) 60.4 65.4 73.0 82.0
ROANW (%) 17.2 10.9 13.8 15.3
ROACE (%) 16.4 104 12.9 14.3
ROAIC (%) 23.2 16.3 16.7 18.8
(E) Valuation Ratios

cMP (3) 273 273 273 273
P/E 28.0 39.8 28.6 23.0
Mcap (? Mn) 34,627 34,627 34,627 34,627
MCap/ Sales 5.5 5.2 5.0 4.6
EV 31,897 32,562 32,373 32,021
EV/Sales 5.1 4.9 4.6 4.3
EV/EBITDA 16.1 20.3 17.8 14.5
P/BV 4.5 4.2 3.7 3.3
Dividend Yield (%) 0.7 0.6 0.8 1.0
(F) Growth Rate (%)

Revenue 15.0 6.1 5.0 7.0
EBITDA 53.6 (19.1) 13.2 214
EBIT 64.3 (21.8) 14.7 24.0
PBT 58.9 (18.8) 14.0 22.1
APAT 41.9 (29.7) 39.5 23.9
EPS 41.9 (29.7) 39.5 23.9
Cash Flow

& mn) FY18A FY19A FY20E FY21E
CFO 995 550 1,654 1,691
CFI 159 478 1,255 1,066
CFF 646 218 329 397
FCFF 836 72 399 625
Opening Cash 92 282 136 205
Closing Cash 282 136 205 434

E — Estimates
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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

@ — sVLs Target Price Month Rating TP ) Price (%)

400 - Feb-18 Buy 330 190

May-18 Buy 350 187
350 + Nov-18 BUY 315 245
300 - Feb-19 BUY 315 229
250 -+
200 ,,_/\IL\
150 e N E e o L B e e e B B

T EEEEEEREEEEEREEERE
é § § § ‘§ E‘ § _%) 3 ? 5’.; 8 é § § § g <5( *Price as on recommendation date
DART Team
Purvag Shah Managing Director purvag@dolatcapital.com  +9122 4096 9747
Amit Khurana, CFA  Head of Equities amit@dolatcapital.com +9122 4096 9745
CONTACT DETAILS

Equity Sales Designation E-mail Direct Lines
Dinesh Bajaj VP - Equity Sales dineshb@dolatcapital.com  +9122 4096 9709
Kartik Sadagopan VP - Equity Sales kartiks@dolatcapital.com +9122 4096 9762
Kapil Yadav VP - Equity Sales kapil@dolatcapital.com +9122 4096 9735
Ashwani Kandoi AVP - Equity Sales ashwanik@dolatcapital.com +9122 4096 9725
Lekha Nahar Manager - Equity Sales lekhan@dolatcapital.com +9122 4096 9740
Equity Trading Designation E-mail
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
Shirish Thakkar VP - Head Domestic Derivatives Sales Trading shirisht@dolatcapital.com +9122 4096 9702
Kartik Mehta Asia Head Derivatives kartikm@dolatcapital.com +9122 4096 9715
Bhavin Mehta VP - Derivatives Strategist bhavinm@dolatcapital.com +9122 4096 9705

Dolat Capital Market Private Limited.
Sunshine Tower, 28th Floor, Senapati Bapat Marg, Dadar (West), Mumbai 400013
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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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