L

Prabhudas’| #/
Lilladher | /D

1944

POWERING YOUR FINANCIAL GROWTH

Tos

November 5, 2020

&
OF et

Q2FY21 Result Update

Change in Estimates | M Target | M Reco

Change in Estimates

Current Previous
FY22E FY23E FY22E FY23E
Rating ACCUMULATE SELL
Target Price 752 455

Sales (Rs. m) 1,10,165 1,17,135

98,095 1,17,135

% Chng. 123 -
EBITDA (Rs. m) 19,433 22,139 18,247 22,139
% Chng. 6.5 -
EPS (Rs.) 61.8 76.9 59.2 76.9
% Chng. 4.3 0.1
Key Financials - Consolidated
Y/e Mar FY20 FY21E FY22E FY23E
Sales (Rs. m) 89,765 1,03,426 1,10,165 1,17,135
EBITDA (Rs. m) 17,692 18,413 19,433 22,139
Margin (%) 19.7 17.8 17.6 18.9
PAT (Rs. m) 8,956 8,760 9,842 12,250
EPS (Rs.) 56.2 55.0 618 76.9
Gr. (%) 55.9  (2.2) 12.3 24.5
DPS (Rs.) 9.5 3.0 3.0 3.0
Yield (%) 1.4 0.4 0.4 0.4
ROE (%) 17.2 14.6 14.3 15.4
RoCE (%) 13.3 135 14.0 16.1
EV/Sales (x) 1.6 1.3 1.2 1.1
EV/EBITDA (x) 8.0 7.2 6.6 5.6
PE (x) 12.4 12.7 11.3 9.1
P/BV (x) 2.0 1.7 15 1.3
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Jubilant Life Sciences (JUBILANT IN)

Rating: ACCUMULATE | CMP: Rs696 | TP: Rs7s2

Value unlocking post demerger : Upgrade to
Accumulate

Quick Pointers:

"  Pharmaceuticals/LSI/DDDS revenue grew 38%/6%/24% QoQ
" 2Q growth driven by Remdesivir opportunities

"  NCLT approval for demerger expected in 4QFY21

We upgrade our rating to Accumulate (earlier ‘SELL) as we increase our
EV/EBITDA (FY22E) multiple assigned to pharmaceutical segment and bring
in line with peers on better earnings outlook led by opportunities in
Remdesivir APl and formulations. We also increase our earnings estimate by
4% for FY21/22E after anticipating Remdesivir’s capability to compensate the
Radio pharma loss, which is currently facing pricing pressures and lowering
volumes. Given the rise in COVID cases globally we believe JUBILANT will
benefit as it is the only Indian player to supply Remdesivir APl to
innovator(Gilead). JUBILANT has also been successful in reducing net debt
by Rs7bn in last 18 months and current net debt as of 1HFY21 stood at
Rs32.5bn. With estimated EBITDA of Rs15bn/Rs4.21bn for pharma and LSl in
FY22E, we assign EV/EBITDA multiple of 8x (earlier 5x) for pharma segment
and 3x (Unchanged) for LSI and arrive at new TP of Rs752 (earlier Rs455)
based on SOTP valuation. Our new rating is Accumulate (earlier Sell).

JUBILANT 2QFY21 earnings were higher than our estimate due to growth in
of 38% QoQ
opportunities. Within pharmaceuticals segment, CDMO grew 81% QoQ due to

Pharmaceuticals segment led by Remdesivir related
Remdesivir APl and generics grew 51% QoQ due to Remdesivir launch in

India.

Earnings growth led by COVID related products: Revenue grew 5% YoY and
26% QoQ to Rs23.7bn (PLe: Rs20.49bn). Pharma/Drug Discovery/LSI segment
revenue grew 4%/22%/4% YoY and 38%/24%/6% QoQ. EBITDA grew 4% YoY and
61% QoQ to Rs4.8bn (PLe: Rs3.3bn). EBITDA margin came in at 20.3% (PLe:
16.3%) v/s 20.7% YoY and 16% QoQ. PAT declined 10% YoY while QoQ grew by
155% to Rs2.2bn (PLe: Rs1.1bn). Q2FY20 had lower tax incidence due to deferred
tax liability reversal of Rs500m.

Conference Call and Other Key Highlights:

" Pharmaceuticals: Total revenue for pharma segment grew 4% YoY and 38%
YoY with EBITDA margin of 22.6% v/s 26.6% YoY. CDMO and Generics grew
23% and 43% YoY due to Remdesivir API exports to US and launch of ‘JUBI-
R’ (Remdesivir Injectable) in India. JUBILANT manufactures its KSM and API
in-house while final formulations are manufactured in third-party plant. It's a
largest pharma product, specialty (Radio Pharma) declined 21% YoY on back
of lower volumes and price erosion due to new competition. Nanjangud
remains under OAI status.
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"  JUBILANT in 1QFY21 entered into a supply contract with 4 manufacturers for
COVID related vaccine from its injectable plants in the US. KSM and API will
be supplied by the innovator and are guided to have sales opportunity of Rs2.3-
4.5bn.

" LSI: Revenue grew 4% YoY and 6% QoQ while EBITDA margin was 17.7%
v/s 12.1% YoY. Within LS| segment specialty intermediates declined 2% YoY
while Nutritional and Life science chemicals (LSC) grew 11% and 6% YoY.
Specialty Intermediates faced headwinds due to temporary impact on demand
because of pandemic, while Nutritional growth was led by price growth and
exports to European mkt for Vit-D3 products. LSC key product Ethyl Acetate
growth was muted due to certain customer segments viz. Automotive (Paints),
Consumer durables (Packaging) and Electronics sectors are witnessing lower
activities during COVID-19. Guided for double-digit growth in LSl in FY21E, but
seems to be unattainable due to lacklustre demand in global market, prevalent
even before the impact of pandemic came into effect. While in 1HFY21, LSI
revenue declined 2% YoY.

" DDDS: Revenue grew 22% YoY and 24% QoQ while EBITDA margin declined
to 27.4% v/s 30.5% YoY. Discovery business currently has more than six
programs at different stages with potential to partner and/or fast track from
discovery to clinical stage. Plans to double its capacity by 1QFY22 in oncology
space and file its IND for LSD1/HDAC6 (Cancer product) by end for FY21.
JUBILANT’s two NDDS project are well funded for Phase-1 clinical trials.

Exhibit 1: JUBILANT: SOTP Valuation in detail based on FY22E

Value (Rs bn) EBITDA-FY22E(Rsbn) Per share (Rs)

Pharmaceutical (8x) 122 15.0 783
LSI (3x) 13 4.2 81
Combined Value 135 19.4 865
Net Debt 18 113
Value 117 752

Source: Company, PL

"  Debt/CAPEX/Regulatory Status: Net debt was reduced by Rs1.9bn during
1HFY21 while Net debt now stood at Rs32.5bn. Guided for CAPEX of Rs5bn
for FY21E while 1HFY21 CAPEX was Rs1.8bn. Roorkee (Dosage Form) and
Nanjangud (API) manufacturing faciliies have completed remediation
measures and USFDA inspections are awaited. The plants continue to remain
under Warning Letter and Official Action Indicated (OAl) issued by the US FDA.

" Demerger of the Life Science Ingredients (LSI) and Pharma segment is
expected by Jan-Mar CY21. Net Debt for Pharma segment would be around
Rs22bn post demerger.
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Exhibit 2: Q2FY21 Result Overview (Rs m) :Remdesivir APl and formulation opportunities drives growth

Y/e March Q2FY21 Q2FY20  YoY gr. (%) Q1FY21 H1FY21 H1FY20  YoY gr. (%)

Net Sales 23,749 22,659 4.8 18,929 42,678 44,478 (4.0)

Raw Material 9,631 8,980 7.2 7,164 16,795 17,652 (4.9)
% of Net Sales 40.6 39.6 37.8 39.4 39.7

Personnel Cost 5,583 5,222 6.9 5,464 11,047 10,263 7.6
% of Net Sales 235 23.0 28.9 25.9 23.1

Others 3,673 3,773 (2.6) 3,280 6,953 7,533 (7.7)
% of Net Sales 155 16.6 17.3 16.3 16.9

Total Expenditure 18,887 17,975 5.1 15,907 34,794 35,447 (2.8)

EBITDA 4,862 4,685 3.8 3,022 7,884 9,031 (22.7)
Margin (%) 20.5 20.7 16.0 18.5 20.3

Depreciation 1,158 1,168 (0.9) 1,123 2,281 2,195 3.9

EBIT 3,703 3,516 5.3 1,899 5,603 6,835 (18.0)

Other Income 73 123 (40.6) 81 154 220 (29.8)

Interest 640 716 (10.7) 760 1,399 1,442 (3.0)

PBT 3,137 2,922 7.3 1,221 4,358 5,613 (22.4)

Minority Interest 1 - NA - 1 - NA

Total Taxes 896 428 109.0 341 1,236 1,269 (2.6)
ETR (%) 28.5 14.7 27.9 28.4 22.6

Reported PAT 2,242 2,494 (10.1) 880 3,122 4,344 (28.1)

Source: Company, PL

Exhibit 3: Major Sources of Revenue

Y/e March Q2FY21 Q2FY20  YoY gr. (%) Q1FY21 H1FY21 H1FY20  YoY gr. (%)

Pharmaceuticals 15,160 14,522 4.4 10,958 26,118 27,807 (6.1)
% of Net Sales 63.8 64.1 57.9 61.2 62.5

Life Science ingredients 7,840 7,521 4.2 7,369 15,209 15,572 (2.3)
% of Net Sales 33.0 33.2 38.9 35.6 35.0

Drug Discovery Solutions 750 616 21.8 604 1,354 1,099 23.2
% of Net Sales 3.2 2.7 3.2 3.2 2.5

Source: Company, PL

Exhibit 4: Pharma Segment :Growth muted in near-term due to Radio pharma
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Exhibit 5: LS| Segment : Key product Acetic Anhydride growth muted
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Exhibit 6: Revenue (Rs mn) YoY Growth (%): Pharma segment growth muted
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Exhibit 7: EBITDA (Rs mn) & EBITDA Margin (%)
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Financials
Income Statement (Rs m) Balance Sheet Abstract (Rs m)
Y/e Mar FY20 FY21E FY22E FY23E Y/e Mar FY20 FY21E FY22E FY23E
Net Revenues 89,765 1,03,426 1,10,165 1,17,135 Non-Current Assets
YoY gr. (%) 0.2) 15.2 6.5 6.3
Cost of Goods Sold 31,406 37,941 40,818 43,340 Gross Block 56,202 63,138 68,438 73,738
Gross Profit 58,360 65,484 69,347 73,795 Tangibles 49,752 55,888 60,388 64,888
Margin (%) 65.0 63.3 62.9 63.0 Intangibles 6,449 7,249 8,049 8,849
Employee Cost 21,277 24,948 25,357 26,941
Other Expenses 1,990 2,502 2,670 2,928 Acc: Dep / Amortization 16,429 21,161 26,062 31,127
Tangibles 12,246 15,731 19,403 23,191
EBITDA 17,692 18,413 19,433 22,139 Intangibles 4,183 5,430 6,660 7,936
YoY gr. (%) 8.9 41 55 13.9
Margin (%) 19.7 17.8 17.6 18.9 Net fixed assets 39,773 41,977 42,375 42,611
Tangibles 37,507 40,158 40,986 41,698
Depreciation and Amortization 4,619 5,073 5,383 5,064 Intangibles 2,266 1,819 1,390 913
EBIT 13,073 13,340 14,050 17,074 Capital Work In Progress 10,416 9,558 10,414 11,355
Margin (%) 14.6 12.9 12.8 14.6 Goodwill 20,895 21,521 22,167 22,832
Non-Current Investments 947 994 1,044 1,096
Net Interest 2,874 2,929 2,721 2,216 Net Deferred tax assets (522) (549) (576) (499)
Other Income 2,253 1,836 2,469 2,222 Other Non-Current Assets 690 727 768 811
Profit Before Tax 12,452 12,248 13,799 17,080 Current Assets
Margin (%) 13.9 11.8 12,5 14.6 Investments - - - -
Inventories 18,454 15,868 17,807 19,255
Total Tax 3,123 3,438 3,919 4,783 Trade receivables 12,932 12,751 13,582 15,083
Effective tax rate (%) 25.1 28.1 28.4 28.0 Cash & Bank Balance 13,999 11,223 11,210 12,062
Other Current Assets 4,019 3,215 2,572 3,086
Profit after tax 9,329 8,810 0,880 12,298 Total Assets 1,25213 1,21,262 1,25,751 1,32,444
Minority interest 27 30 46 48
Share Profit from Associate - - - - Equity
Equity Share Capital 159 159 159 159
Adjusted PAT 8,956 8,760 9,842 12,250 Other Equity 55,880 64,180 73,561 85,351
YoY gr. (%) 55.9 (2.2) 12.3 24.5 Total Networth 56,039 64,339 73,721 85,511
Margin (%) 10.0 8.5 8.9 10.5
Extra Ord. Income / (Exp) - - R R Non-Current Liabilities
Long Term borrowings 37,397 31,787 27,019 22,966
Reported PAT 8,956 8,760 9,842 12,250 Provisions 1,508 1,553 1,599 1,279
YoY gr. (%) 55.9 2.2) 12.3 245 Other non current liabilities 83 91 100 110
Margin (%) 10.0 8.5 8.9 10.5
Current Liabilities
Other Comprehensive Income - - R R ST Debt / Current of LT Debt 6,939 1,785 1,785 1,249
Total Comprehensive Income 8,956 8,760 9,842 12,250 Trade payables 10,903 12,184 12,978 13,479
Equity Shares O/s (m) 159 159 159 159 Other current liabilities 8,345 6,509 5,097 4,009
EPS (Rs) 56.2 55.0 61.8 76.9 Total Equity & Liabilities 1,25,213 1,21,262 1,25,751 1,32,444
Source: Company Data, PL Research Source: Company Data, PL Research
November 5, 2020 5
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Cash Flow (Rs m)

Key Financial Metrics

Yl/e Mar FY20 FY21E FY22E FY23E Y/e Mar FY20 FY21E FY22E FY23E
PBT 12,452 12,248 13,799 17,080 Per Share(Rs)
Add. Depreciation 4,619 5,073 5,383 5,064 EPS 56.2 55.0 61.8 76.9
Add. Interest 2,874 2,929 2,721 2,216 CEPS 85.2 86.8 95.6 108.7
Less Financial Other Income 2,253 1,836 2,469 2,222 BVPS 351.8 403.9 462.8 536.8
Add. Other (7,523) (32) (2,623) (2,192) FCF 8.7) 104.5 57.1 59.3
Op. profit before WC changes 12,422 20,217 19,279 22,168 DPS 9.5 3.0 3.0 3.0
Net Changes-WC (3,536) 4832  (1,354)  (2,984) Return Ratio(%)
Direct tax (3,123)  (3,094) (3,527)  (4,441) RoCE 13.3 135 14.0 16.1
Net cash from Op. activities 5,763 21,954 14,398 14,743 ROIC 11.7 10.9 11.3 13.1
Capital expenditures (7,150) (5,300) (5,300) (5,300) RoE 17.2 14.6 14.3 15.4
Interest / Dividend Income 22 22 22 22 Balance Sheet
Others 241 146 (867)  (1,539) Net Debt : Equity () 0.5 0.3 0.2 0.1
Net Cash from Invt. activities (6,887)  (5,132)  (6,146)  (6,818) Net Working Capital (Days) 83 58 61 65
Issue of share cap. / premium - - N - Valuation(x)
Debt changes (3,090) (10,764) (4,768) (4,588) PER 12.4 12.7 11.3 9.1
Dividend paid (1,577) (460) (460) (460) P/B 2.0 17 15 13
Interest paid (2,874)  (2,929) (2,721)  (2,216) P/CEPS 8.2 8.0 7.3 6.4
Others - - B - EV/EBITDA 8.0 7.2 6.6 5.6
Net cash from Fin. activities (7,541) (14,153)  (7,949)  (7,264) EV/Sales 1.6 13 1.2 11
Net change in cash (8,665) 2,670 304 661 Dividend Yield (%) 14 0.4 0.4 0.4
Free Cash Flow (1,386) 16,654 9,098 9,443 Source: Company Data, PL Research
Source: Company Data, PL Research
Quarterly Financials (Rs m) Key Operating Metrics
Y/e Mar Q3FY20 Q4FY20 QI1FY21 Q2FY21 Y/e Mar FY20 FYZ1E FY22E FY23E
A 23,152 23914 18,929 23,749 Pharmaceuticals 59,760 66,457 72,571 79,829
voY ar. (%) 26 02 (13.2) 48 LSI 31,790 32,018 35,241 38,799
Raw Material Expenses 7,732 8,390 6,197 8,506 Source: Company Data, PL Research
Gross Profit 15,420 15,525 12,732 15,243
Margin (%) 66.6 64.9 67.3 64.2
EBITDA 5,074 5,366 3,022 4,862
YoY gr. (%) 2.9 49.9 (30.5) 3.8
Margin (%) 21.9 22.4 16.0 20.5
Depreciation / Depletion 1,135 1,289 1,123 1,158
EBIT 3,940 4,077 1,899 3,703
Margin (%) 17.0 17.0 10.0 15.6
Net Interest 720 712 760 640
Other Income 60 194 81 73
Profit before Tax 3,280 3,560 1,221 3,137
Margin (%) 14.2 14.9 6.5 13.2
Total Tax 899 955 341 896
Effective tax rate (%) 27.4 26.8 27.9 28.5
Profit after Tax 2,380 2,605 880 2,241
Minority interest - - - 1)
Share Profit from Associates - - - -
Adjusted PAT 2,380 2,605 880 2,242
YoY gr. (%) (13.8) 92.3 (52.4) (10.1)
Margin (%) 10.3 10.9 46 9.4
Extra Ord. Income / (Exp) - - - -
Reported PAT 2,380 2,605 880 2,242
YoY gr. (%) (13.8) 92.3 (52.4) (10.1)
Margin (%) 10.3 10.9 46 9.4
Other Comprehensive Income 496 - 783 (157)
Total Comprehensive Income 2,876 2,605 1,663 2,086
Avg. Shares O/s (m) 156 156 156 156
EPS (Rs) 15.3 16.7 5.6 14.4
Source: Company Data, PL Research
November 5, 2020 6
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Price Chart Recommendation History

(Rs)

No. Date Rating TP (Rs.) Share Price (Rs.)
239 1 13-Oct-20  Sell 455 708
a7 | 2 07-Sep-20  Sell 446 830
3 08-Jul-20 Sell 414 703
G4 4 01-Jun-20  Hold 414 445
432 5 18-Apr-20  Hold 363 345
6 14-Apr-20  Hold 488 341
2 ~ % o o o 9 g 7 31-Jan-20  Reduce 488 583
§ g § g § 5 3 8 03-Jan-20  Reduce 433 543
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 AurobindoPharma ~ Hod g8 834
2 Cadila Healthcare Sell 357 411
3 Cipla Reduce 657 814
4 Cipla Reduce 657 787
5 Dr. Lal PathLabs UR - 2,179
6 Dr. Reddy's Laboratories BUY 5,964 4,951
7 Eris Lifesciences BUY 671 518
8 Glenmark Pharmaceuticals Sell 349 496
9 Indoco Remedies Hold 239 252
10 Ipca Laboratories Hold 1,886 2,113
11 Jubilant Life Sciences Sell 455 708
12 Lupin BUY 1,085 1,047
13 Sun Pharmaceutical Industries BUY 597 486
14 Thyrocare Technologies UR - 1,138
PL’s Recommendation Nomenclature (Absolute Performance)
Buy o > 15%
Accumulate : 5%to 15%
Hold : +5% to -5%
Reduce : -5% to -15%
Sell T <-15%
Not Rated (NR) : No specific call on the stock
Under Review (UR) : Rating likely to change shortly
November 5, 2020 7
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ANALYST CERTIFICATION
(Indian Clients)

We/l, Mr. Surajit Pal- PGDBA, CFA, M.Com, Mr. Tausif Shaikh- BA, Major in Economics, Financial Management 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.

(US Clients)

The research analysts, 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 related to the specific
recommendation or views expressed in this research report.

DISCLAIMER
Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions
of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is in the process of applying for certificate of registration as Research Analyst under Securities and Exchange Board of India (Research Analysts) Regulations, 2014
PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.

PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any
other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest
at the time of publication of this report.

It is confirmed that Mr. Surajit Pal- PGDBA, CFA, M.Com, Mr. Tausif Shaikh- BA, Major in Economics, Financial Management Research Analysts of this report have not received any
compensation from the companies mentioned in the report in the preceding twelve months

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.
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