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CMP: | 314    Target: | 400 (27%)  Target Period: 12 months  

Suven Pharmaceuticals (SUVPH) 

 BUY 

October 31, 2020  

Subdued Q2 performance amid high base... 

Q2 revenues declined 13% YoY to | 237.4 crore mainly due to higher base 

of one-time pharma contract in Q2FY20. Pharma segment de-grew 30.3% 

YoY to | 144 crore. Specialty chemicals grew 25.6% YoY to | 68 crore. 

EBITDA margins contracted 446 bps to 41.5% amid higher employee cost 

and other expenditure. EBITDA declined 21.5% to | 98.5 crore. PAT declined 

20.4% YoY to | 74.1 crore. Delta vis-à-vis EBITDA was mainly due to higher 

depreciation, lower other income partially offset by lower tax rate. 

Key conference call takeaways 

 Decline in demand for new projects due to pandemic, which will not 

impact FY21 but may impact FY22. Some increase is seen in demand for 

new projects in Q2FY21 

 The | 600 crore capex plan (in two to three years) is to increase 

Pashamylaram facility capacity, relocation of R&D facilities, new 

technology adoption, replacement & modernisation of some existing 

facilities 

 Guidance: FY21 growth rate to be 15-20% in topline and bottomline 

 Sequential decline in gross margin due to change in product mix; other 

manufacturing expenses higher due to higher third party costs and 

environmental costs 

 Eleven ANDA filings; five approved. Three already commercialised, two 

to be launched in FY21; another three to four to be filed in H2FY21, 

seven to eight in FY22 

 Two specialty chemicals under development with possible launch in 

2021-22 with a | 50 crore run rate each 

 Rising pharma- profit share contribution could be ~| 40 crore for FY21 

 Effective tax rate for FY21 to be ~24% 

 Formulation sales for Q2FY21 was | 10.2 crore, and profit share is | 2 

crore; CRAMS & formulations to grow 15-20% 

Valuation & Outlook 

Q2 results were lower than I-direct estimates on margin and profitability 

front. Revenues were in line with I-direct estimates. Despite pandemic and 

high base, the company has guided 15-20% growth based on strong order 

book position (albeit some expected delays). Regarding the optically high 

capex plan of | 600 crore for modernisation and technology upgradation, 

we believe this has to do with the need to cater to the changed priorities and 

requirements at the behest of the clients, the benefits of which may be 

visible in the long run. We continue to emphasise on the strong execution 

capability and focused approach without the burden of success/failure of the 

innovative pipeline. We upgrade from HOLD to BUY rating with a target price 

of | 400 based on 20x on FY23E EPS of | 20. 

 

  

 

Key Financial Summary 

 | C ro re F Y20 F Y21E F Y22E F Y23E C AG R  F Y20-23E  (%)

R evenues 833.8 981.7 1103.2 1237.4 14.1

E B ITD A 384.8 435.9 499.2 566.1 13.7

E B ITD A margins  (% ) 46.1 44.4 45.3 45.8

Net P rofit 317.0 369.2 450.1 509.2 17.1

E P S  (|) 12.5 14.5 17.7 20.0

P E  (x) 25.2 21.7 17.8 15.7

E V  to E B ITD A (x) 21.2 18.2 15.6 13.4

R oE  (% ) 37.5 31.0 27.8 24.2

R oC E  (% ) 35.6 32.5 30.8 27.1
 

Source: ICICI Direct Research; Company 

 

 

Particulars 
 

P a rticu la r Am oun t

Market C apita lisation | 8004 crore

D ebt (F Y 20) | 185 crore

C ash (F Y 20) | 14 crore

E V  | 8175 crore

52 week  H /L  (|) 416/87

E quity capita l | 25.5 crore

F ace value | 1
 

Price Performance Graph 
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 Company Update | Suven Pharmaceuticals 

Exhibit 1: Variance Analysis 

Q2FY21 Q2FY20 Q1FY21 YoY (%) QoQ (%) Comments

Revenue 237.4 272.9 238.2 -13.0 -0.4 YoY decline amid higher base of one-time contract in Q2

Raw Material Expenses 73.6 91.1 70.7 -19.1 4.1

Gross margins (%) 69.0 66.6 70.3 234.8 -131.6

Employee Expenses 20.9 13.1 17.4 59.6 20.0 Sharp increase amid additional cost due to pandemic and increments 

Other Expenditure 44.3 43.4 38.0 2.3 16.8 increased due to environmental related expenses and Covid related expenses

EBITDA 98.5 125.4 112.1 -21.5 -12.1

EBITDA (%) 41.5 45.9 47.0 -445.6 -555.8 Sharp decline in margins amid higher employee cost and other expenditure

Interest 3.3 4.4 3.2 -26.2 1.8

Depreciation 7.5 5.4 7.1 37.7 6.2

Other Income 0.4 5.4 5.7 -93.4 -93.8

PBT before EO & Forex 88.1 121.0 107.6 -27.2 -18.1

Forex & EO 0.0 0.0 0.0

Profit from Associates 8.8 3.5 10.3 148.5 -15.2

PBT 96.8 124.5 117.9 -22.2 -17.8

Tax 22.8 31.5 26.3 -27.7 -13.6

Net Profit 74.1 93.0 91.5 -20.3 -19.1
Delta vis-à-vis EBITDA owing to higher depreciation and lower other income, 

which was partially offset by lower tax rate

Key Metrics

CRAMS - Pharma 144.2 206.8 127.6 -30.3 13.0

CRAMS - Spec Chem 68.2 54.3 97.0 25.6 -29.7

Formulations & Others 25.0 13.2 13.6 89.3 83.8
 

Source: ICICI Direct Research 

Exhibit 2: Change in Estimates 

C om m ents

(| C rore ) O ld New% C hange O ld New% C hange

R evenue 955.6 981.7 2.7 1,068.8 1,103.2 3.2

E B ITD A 431.4 435.9 1.0 489.0 499.2 2.1

E B ITD A Margin (% ) 45.1 44.4 -75 bps 45.8 45.3 -50 bps

P AT 374.3 369.2 -1.3 445.3 450.1 1.1

E P S  (|) 14.7 14.5 -1.3 17.5 17.7 1.1

F Y21E F Y22E

 

Source: ICICI Direct Research 

Exhibit 3: Change in Estimates 

Curren t Com m ents

(| crore ) F Y19 F Y20 F Y21E F Y22E F Y21E F Y22E

C R AMS  - P harma 379.0 468.0 561.4 628.7 533.7 597.7 C hanged as  per management guidance

C R AMS  - S pec C hem 216.0 304.0 337.7 378.2 350.5 392.5 C hanged mainly due to lower than expected sales  in 1H

F ormulations  & O thers 50.0 70.0 82.6 96.3 71.4 78.6 C hanged mainly due to higher than expected sales  in 1H

Earlie r

 

Source: ICICI Direct Research 
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Financial Summary 

Exhibit 4: Profit and loss statement                            | crore 

(Ye a r-e nd  Ma rch ) F Y20 F Y21E F Y22E F Y23E

R e ve nue s 833.8 981.7 1,103.2 1,237.4

G rowth (% ) NA 17.7 12.4 12.2

R aw Materia l E xpenses 229.2 293.7 325.5 365.0

E mployee E xpenses 65.1 76.3 80.0 89.7

O ther Manufacturing E xpenses 154.7 175.8 198.6 216.5

Total O perating E xpenditure 449.0 545.8 604.0 671.3

EBITDA 384.8 435.9 499.2 566.1

G rowth (% ) 124.3 13.3 14.5 13.4

Interes t 23.1 12.3 8.4 8.4

D epreciation 23.5 29.6 39.1 49.1

O ther Income 18.1 41.5 84.9 95.3

P B T before E xceptional Items 356.3 435.5 536.7 603.9

Less : F orex & E xceptional Items 0.0 0.0 0.0 0.0

P B T 404.5 482.6 592.2 670.0

Total Tax 87.5 113.4 142.1 160.8

P AT before MI 317.0 369.2 450.1 509.2

Minority Interes t 0.0 0.0 0.0 0.0

P AT 317.0 369.2 450.1 509.2

Ad juste d  P AT 317.0 369.2 450.1 509.2

G rowth (% ) 190.1 16.5 21.9 13.1

E P S 12.5 14.5 17.7 20.0

EP S  (Ad juste d ) 12.5 14.5 17.7 20.0  

Source: Company, ICICI Direct Research 

 

Exhibit 5: Cash Flow Statement                              | crore 

(Ye a r-e nd  Ma rch ) F Y20 F Y21E F Y22E F Y23E

P rofit/(Loss ) after taxation 318.1 369.2 450.1 509.2

Add: D epreciation & Amortiz ation 23.7 29.6 39.1 49.1

Net Increase in C urrent Assets 18.0 -57.3 -48.6 -53.6

Net Increase in C urrent L iabilities 27.2 16.1 14.2 15.7

O thers 5.9 0 0 0

C F  from  op e ra ting  a ctivitie s 415.9 369.9 463.2 528.8

(Inc)/dec in F ixed Assets -99.3 -139.0 -300.0 -300.0

(Inc)/dec in Inves tments -337.2 0.0 0.0 0.0

O thers 15.4 2.1 2.3 2.6

C F  from  inve sting  a ctivitie s -421.1 -136.9 -297.7 -297.4

Inc / (D ec) in E quity C apita l 0.0 0.0 0.0 0.0

Inc / (D ec) in sec. Loan 102.5 -40.0 -40.0 0.0

D ividend & D ividend Tax -76.7 -23.0 -23.0 -23.0

O thers -19.41 -12.28 -8.42 -8.42

C F  from  fina ncing  a ctivitie s 6.4 -75.3 -71.4 -31.4

Net C ash flow 1.2 157.7 94.2 199.9

O pening C ash 12.9 14.1 171.8 266.0

C losing  C a sh 14.1 171.8 266.0 465.9

F ree C ash F low 316.7 230.9 163.2 228.8  

Source: Company, ICICI Direct Research 

 

 

Exhibit 6: Balance Sheet                                              | crore 

(Ye a r-e nd  Ma rch ) F Y20 F Y21E F Y22E F Y23E

E quity C apita l 12.7 25.5 25.5 25.5

R eserve and S urplus 832.0 1,165.5 1,592.7 2,078.9

Total S hareholders  fund 844.8 1,191.0 1,618.1 2,104.3

Total D ebt 185.3 145.3 105.3 105.3

D eferred Tax L iability 27.6 30.4 33.4 36.7

Minority Interes t 0.0 0.0 0.0 0.0

O ther Non C urrent L iabilities 8.8 9.7 10.7 11.7

S ource  o f F und s 1,066.5 1,376.3 1,767.5 2,258.1

G ross  B lock  - F ixed Assets 456.7 681.7 781.7 981.7

Accumulated D epreciation 99.9 129.5 168.6 217.6

Net B lock  356.7 552.2 613.1 764.0

C apita l WIP 101.7 15.7 215.7 315.7

Net F ixed Assets  458.4 567.9 828.8 1,079.7

Inves tments 338.1 338.1 338.1 338.1

Inventory 174.9 205.9 231.4 259.5

C ash 14.1 171.8 266.0 465.9

D ebtors 117.2 138.0 155.1 173.9

Loans  & Advances  & O ther C A 0.0 0.0 0.0 0.0

Total C urrent Assets 361.0 576.0 718.8 972.3

C reditors 71.1 83.7 94.0 105.4

P rovis ions  & O ther C L 35.3 38.8 42.7 47.0

Total C urrent L iabilities 106.3 122.5 136.7 152.4

Net C urrent Assets 254.6 453.5 582.1 819.9

LT L& A, O ther Assets 15.3 16.8 18.5 20.3

D eferred Tax Assets 0.0 0.0 0.0 0.0

Ap p lica tion  o f F und s 1,066.5 1,376.3 1,767.5 2,258.1  

Source: Company, ICICI Direct Research 

 

Exhibit 7: Ratio Analysis                                              | crore 

(Ye a r-e nd  Ma rch ) F Y20 F Y21E F Y22E F Y23E

P e r sha re  d a ta  (|)

E P S 12.5 14.5 17.7 20.0

C ash E P S 11.5 13.6 16.8 19.1

B V 33.2 46.8 63.6 82.7

D P S 0.9 0.9 0.9 0.9

C ash P er S hare 3.9 5.1 6.6 8.5

O p e ra ting  R a tios (%)

G ross  P rofit margins 72.5 70.1 70.5 70.5

E B ITD A margins 46.1 44.4 45.3 45.8

Net P rofit margins  38.0 37.6 40.8 41.2

Asset Turnover 1.8 1.4 1.4 1.3

Inventory days 76.6 76.6 76.6 76.6

D ebtor days 51.3 51.3 51.3 51.3

C reditor days 31.1 31.1 31.1 31.1

R e tu rn  R a tios (%)

R oE 37.5 31.0 27.8 24.2

R oC E 35.6 32.5 30.8 27.1

R oIC 79.5 66.8 72.4 69.1

V a lua tion  R a tios (x )

P /E 25.2 21.7 17.8 15.7

E V  / E B ITD A 21.2 18.2 15.6 13.4

E V  / R evenues 9.8 8.1 7.1 6.2

Market C ap / R evenues 9.6 8.2 7.3 6.5

P rice to B ook  V alue 9.5 6.7 4.9 3.8

S o lve ncy R a tios

D ebt / E quity 0.2 0.1 0.1 0.1

D ebt/E B ITD A 0.5 0.3 0.2 0.2

C urrent R atio 3.3 3.3 3.3 3.3  

Source: Company, ICICI Direct Research 
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RATING RATIONALE 

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorises them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined as 

the analysts' valuation for a stock 

 

Buy: >15%; 

Hold: -5% to 15%; 

Reduce: -5% to -15%; 

Sell: <-15% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

 

 
research@icicidirect.com 
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