Laurus Labs (auap)

CMP: % 460

Target: ¥ 550 (20%)

Target Period: 12 months

April 30, 2021

Upbeat numbers trend continues...

Q4 revenues grew 68.3% to I 1412 crore with strong growth across
segments. Results were driven by 88.0% YoY jump in APl segment to ¥ 797
crore amid strong traction in antiviral APIs to ¥ 569 crore (2.1x YoY) driven
by higher volume of first and second line products. Formulations revenue
grew 60.9% YoY to ¥ 430 crore on the back of higher tender business from
LMIC and higher volumes from the US and Europe. CRAMS business grew
19.0% YoY to ¥ 176 crore. EBITDA margins improved 1059 bps to 33.4% (vs.
22.9% in Q4FY20) due to better product mix and improved operating
leverage. Subsequently, EBITDA grew 146.2% YoY to X 472 crore. PAT was
up 169.3% YoY at % 297 crore in line with a strong operational performance.

Formulations to be main growth engine

Leveraging on strong backward integration, Laurus has demonstrated
commendable execution capability in this segment growing ~320x from ¥ 5
crore to X 1664 crore in FY18-21 with majority growth stemming from tender
driven opportunities via participation in Global fund, PEPFAR and various in-
country African tenders. In order to supplement future growth, capex plans
are already under way to increase capacity by 1.8x by H2FY22E. Laurus is
also developing a robust generic pipeline for the developed markets. It has
entered into a partnership with a European generic player for contract
manufacturing. In order to scale up this segment and cater to other players,
the company plans to double the capacity to 2 billion units per annum over
the next 12-15 months. We expect formulation revenues to grow at 20%
CAGR in FY21-23E to ¥ 2411 crore.

Ramp-up in other generic API to drive steady API growth

Growth in APl has resumed with launch of first-line products — 3TC
(Lamivudine) and DTG (Dolutegravir) and will be supported by ramp-up of
second line APIs such as Lopinavir and Ritonavir launched in FY21. Steady
growth in oncology API, being a high margin-low volume segment, is
expected to drive margins, supported by one of the largest high-potent API
capabilities in India. Other APIs (anti-diabetic, CNS and PPI) are expected to
be key growth drivers due to a robust order book and capacity addition. APIs
are also a prime beneficiary of China substitute play. We expect API
revenues to grow at 18.5% FY21-23E CAGR to ~% 3683 crore.

Valuation & Outlook

Laurus is well poised to follow the success story of some leading CDMO
players backed by strong chemistry and integrated model. Elsewhere,
formulations are expected to grow amid ramp up and new launches (e.g.
TLE400) in LMIC and launches in the US. Other APIs are expected to be
driven by a strong order book and capacity addition. Besides continuous
improvement in the financial performances, the company is evolving as a
strong vertically integrated player with strong order book Vvisibility,
improving margin profile, strengthening return ratios and healthy FCF
generation. We maintain BUY rating with a target price of ¥ 550 (vs. ¥ 440
earlier) based on 20x of FY23E EPS of 27.4.

Key Financial Summary (3 crore)

R Crore) FY20 FY21 FY22E
Net Sales 2831.7 4813.5 6043.2
EBITDA 561.0 1550.7 1933.8
EBITDA Margins (%) 19.8 32.2 32.0
Adi. Profit 255.3 983.6 1239.3
Adj. EPS R) 4.8 18.3 23.1
PE (x) 96.7 25.1 19.9
RoE (%) 14.4 37.9 33.4
RoCE (%) 13.0 32.0 31.1

Source: ICICI Direct Research; Company
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ﬂ Result Update | Laurus Labs ICICI Direct Research
Exhibit 1: Variance Analysis

Q4FY21 Q4FY20 Q3FY21 YooY (%) QoQ (%) Comments

Revenue 1,411.9 839.1 1,288.4 68.3 9.6  YoY growth mainly due to 88% growth in APIs and 61% growth in formulations

Raw Material Expenses 627.8  418.3 583.1 50.1 7.7

Gross margins (%) 55.5 50.2 54.7 10.7 1.5 Better product mix leads to sharp improvement in gross margins

Employee Expenses 113.8 88.1 100.6 29.1 13.1

Other Expenditure 198.2 140.9 178.4 40.6 1.1

EBITDA 472.2 191.8  426.3 146.2 10.8

EBITDA (%) 334 22,9 33.1 1,059.0 35.6 Sharp improvement in margins amid favourable product mix and operational
leverage

Interest 21.9 20.7 17.4 6.1 25.7

Depreciation 53.6 46.1 51.6 16.5 3.9

Other Income 4.5 1.7 6.9 169.0 -34.8

PBT before EO & Forex 401.2 126.7 364.2 216.5 10.2

Forex & EO 0.0 0.0 0.0

PBT 401.2 126.7 364.2 216.5 10.2

Tax 104.3 16.6 91.3 528.4 14.2

PAT before Ml 296.9 110.2 272.9 169.6 8.8

MI 0.2 0.0 0.0

Net Profit 296.7 110.2 2729 169.3 8.7 YoY growth mainly in sync with EBITDA

Key Metrics

Anti-Viral API 569.0 272.8 568.0 108.6 0.2  Growth driven by volume growth in both TLE and TLD combinations

Oncology API 62.0 59.1 64.0 4.9 -3.1  Growth driven by gemcitabine and other products

Other APIs 166.0 92.0 99.0 80.4 67.7  YoY growth mainly due to volume gain and addition of capacity

API 797.0 4239 731.0 88.0 9.0

Formulations 430.0 2673 430.0 60.9 0.0 Strong. growth rr.lain.ly due to volume gain in LMIC tender business and
portfolio expansion in developed markets

CRAMS 176.0 147.9 127.0 19.0 38.6

Source: ICICI Direct Research

Exhibit 2: Change in Estimates

FY22E FY23E Comments
X Crore) Old New % Change Old New % Change
Revenue 5.625.6  6,043.2 74 62485 6,976.5 17 Chang.ed as per management guidance and better-than-expected
sales in Q4
EBITDA 1,786.1 1,933.8 8.3 1,999.5 2,267.3 13.4 Changed mainly in sync with revenues
EBITDA Margin (%) 31.8 320 25bps 32.0 325 50bps
PAT 1,130.9 1,239.3 9.6 1,307.8 1,471.8 12.5 Changed mainly in sync with operational performance
EPS (%) 21.1 23.1 9.6 24.4 27.4 12.5

Source: ICICI Direct Research

Exhibit 3: Change in Estimates

Current Earlier Comments

[ crore) FY20 FY21 FY22E FY23E FY22E FY23E

Anti-Viral API 1,086.3 1,852.0 2,445.1 2,689.6 22022 2,406, Cranged as permanagement guidance and better-than-expected
sales in Q4FY21

Oncology API 210.6 263.0 291.7 320.9 324.6 357.1 Changed mainly due to lower-than-expected sales in Q4FY21

Other APIs 324.5 506.0 560.5 672.6  488.9  586.7

API 16214 2,621.0 3,207.3 3,683.1 31057 3,350.6 Chang.e as per management guidance and better-than-expected
sales in Q4FY21

Formulations 8253 16640 2,009.4 2411.3 19637 2,258.3 Chang.ed as per management guidance and better-than-expected
sales in Q4FY21

CRAMS 385.0 519.0 614.0 706.1 556.2  639.6

Source: ICICI Direct Research

N
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ﬂ Result Update | Laurus Labs

Conference Call Highlights

e Revenue target of US$1 billion by FY23E
¢ Non-ARV cumulative contribution: ~60% in Q4FY21; diversification
from FY23 onwards
e FY22 EBITDA margins to be maintained at 30% +
¢ No significant debt to be taken for additional capex
e Overall growth to be driven by market share and volume gains, not
by price hikes
e Formulations - Higher FY21 sales from tender business in LMIC,
Europe and US
o Strong order book for coming quarters
o Commenced marketing of in-licensed products in the US
through own front end
= two launched, remaining three to be launched in
H1FY22
o USFDA: Nine products have been approved, eight
tentatively approved; filed 27 ANDAs & NDAs (two Para IVs,
seven FTF)
= Expect to file eight to 10 ANDAs in FY22
o Nine filings in Europe; 14 in Canada (eight approved, four
launched) and two to be launched soon
o TLEA400 market opportunity of US$150-200 million; currently
three players approved
o CMO - Mainly from Europe
= uptake from FY23 for which two validations already
done
o Geographical Bifurcation
» Regulated: LMIC sales contribution - 1:4 in FY21;
30:70in FY22E and 1:3 in FY23E
e API growth led by higher growth in ARV API business in turn led by
higher volume of first and second line products
o 61 DMFs have been filed on cumulative basis
o Strong demand for ARV APIs in FY22 as well
= FY21 growth led by volume growth on the back of
approval of triple-drug combination for which all
three APIs were approved
= EFVto DTG regime change led to volume increment
in 3TC, DTG, TDF
= DTG penetration to continue to increase in FY22/23
o Oncology to grow fairly well in FY22-23
o Adding capacity for other APIs (cardiology and diabetology)
—to be visible in FY23/ end of FY22
o OTIF score close to 100
e Custom Synthesis continues - healthy pipeline and good visibility;
growth to outpace other divisions
o number of active projects stood at 50 as on FY21
o commercial supplies ongoing for 4 products
o Laurus Ingredients to be self-reliant by FY23
o Facilities — to have 3 facilities by FY23, maybe 4
» Construction of Hyderabad R&D facility ongoing
» Vizag facility will also support the segment
» Looking to acquire land for greenfield steriles +
hormones facility near Parawada, Vizag
e lLaurus Bio - Medium term outlook — To function as a contract
manufacturer
o 180,000 litre fermentation capacity (four reactors of 45000
litre capacity each)
= Two reactors to be on line in May, two in August-
September
o An additional 1 million litre capacity for fermentation to be
developed

ICICI Securities |Retail Research
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ﬂ Result Update | Laurus Labs ICICI Direct Research

e Capex - Planned across segments; guidance of ¥ 1500-1700 crore
over next 24 months
o Asset turnover could be ~1.5x for this capex
o FY21 -3 700 crore capex; 50:30:10:10 split between API,
Formulations, CS and Laurus Bio respectively
o Future capex - majority for API, then CS and then
Formulations
o Laurus Bio FY22 capex to be ~% 60 crore
e R&D spend of ¥ 184 crore; 3.8% of sales in FY21
e Gross Debt: ¥ 1453 crore; Net Debt: T 1405 crore

Exhibit 4: Quarterly Performance

[ Crore) Q4FY18 Q1FY19 Q2FY19 Q3FY19 Q4FY19 Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21 Q4FY21  YoY (%) QoQ (%)
Total Operating Income 560.2 539.0 588.3 529.5 635.2 550.6 712.4 729.6 839.1 974.3 1138.8 1288.4 1411.9 68.3 9.6
Raw Material Expenses 290.9 295.2 314.6 2839 341.9 2746 360.0 360.6 418.3 446.1 501.3 583.1 627.8 50.1 1.1
% of revenue 5.9 548 535 536 53.8 499 505 494 498 458 440 453 445 -539bps -79 bps
Gross Profit 269.3 2439 273.6 2455 293.3 276.0 352.4 369.0 420.8 528.3 637.6 705.3 784.2 86.3 1.2
Gross Profit Margin (%) 48.1 452 465 464 462 501 495 506 502 542 560 547 555 539bps 79 bps
Employee Expenses 67.2 728 735 689 740 803 880 884 831 111.6 108.1 100.6 113.8 29.1 13.1
% of revenue 120 135 125 130 1.7 146 123 121 105 115 9.5 1.8 8.1 -244bps  25bps
Other Manufacturing Expens  85.2  90.5 1244 88.9 107.3 1124 126.7 1324 1409 138.4 155.6 178.4 198.2 40.6 1.1
% of revenue 152 168 21.2 168 169 204 178 181 168 142 13.7 13.8 140 -276bps 19bps
Total Expenditure 443.4 4585 512.6 441.7 523.2 467.3 574.6 581.4 647.4 696.0 765.0 862.1 939.7 45.2 9.0
% of revenue 791 8.1 871 834 824 849 80.7 797 711 714 67.2 669 66.6 -1059bps -36 bps
EBITDA 116.9 80.6 757 87.7 1120 833 137.8 148.2 191.8 278.3 373.9 426.3 472.2 146.2 10.8
EBITDA Margins (%) 209 149 129 166 176 151 193 203 229 286 328 33.1 33.4 1059bps 36 bps
Depreciation 346 382 398 427 435 458 478 476 461 488 51.0 51.6 53.6 16.5 3.9
Interest 233 223 247 237 176 225 256 208 207 151 137 174 219 6.1 25.7
Other Income 5.1 26 105 1.4 1.6 4.5 1.4 1.9 1.7 7.1 5.1 6.9 4.5 169.0 -34.8
Forex & EO 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

PBT 64.1 226 21.8 228 526 194 65.8 81.7 126.7 221.5 3143 364.2 401.2 216.5 10.2
Total Tax 19.0 6.1 5.6 5.0 9.4 4.3 9.2 82 16.6 49.7 720 91.3 104.3 528.4 14.2
Tax rate (%) 29.7 268 256 21.7 179 221 140 101 131 224 229 251 26.0 1290bps 91 bps
PAT 451 16.6 162 17.8 432 151 56.6 73.5 110.2 171.8 242.3 272.9 296.9 169.6 8.8
Minority Interest 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.2

PAT after Ml 451 16.6 162 17.8 432 151 56.6 73.5 110.2 171.8 242.3 272.9 296.7 169.3 8.7
EPS () 0.8 0.3 0.3 0.3 0.8 0.3 1.1 1.4 2.1 3.2 4.5 5.1 5.5

Source: ICICI Direct Research, Company
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Company Background

Established in 2005, Laurus Labs is a fully integrated pharma company
operating across three segments — APIs (54% of FY21 revenues), finished
dosage formulations (35%) and synthesis/CDMO (11%). Till date, Laurus has
commercialised 60+ products across all three segments.

Laurus provides APIs to top 10 large global pharma companies leveraging
on a 4186 KL capacity across four of its manufacturing facilities with an
additional ~1000 KL under expansion. The APl segment is classified into —
1) anti-viral (ARV and Hepatitis-C) (38%), 2) oncology (5%) and 3) other APIs
(11%). Among ARVs, it mainly caters to first and second line treatment for
HIV patients. Laurus is a market leader for Efavirenz, Emtricitabine and
Tenofovir API supplies. It established an agreement in 2015 with Natco
Pharma to supply Hepatitis-C APIs. The other APl segment caters to non-
ARV and non-oncology APIs such as cardiovascular, anti-diabetics, anti-
asthma, gastroenterology and ophthalmic therapies.

Laurus, initially a predominantly APl heavy player, entered the formulations
business in 2015 to diversify revenue streams and expand margins. Thus,
with a sizeable investment of ~% 450 crore, it created a 5 billion units per
annum capacity that was commercialised in FY18. Formulations broadly
caters to two segments in ~75:25 ratio — 1) ARV tender business from low
middle income countries (LMIC) through participation in Global fund,
PEPFAR and various in-country African tenders and 2) generic products and
contract manufacturing for developed countries such as US, Canada and
Europe.

On the filings front, Laurus has 27 ANDAs in the US (nine Para IV with seven
FTF opportunities), nine dossiers in Europe, 12 in Canada, eight with WHO
for ARV and FC products, two dossiers in South Africa for ARVs, two
dossiers in India for rare disease drugs and 14 products in various RoW
markets to capture ARV opportunities. Additionally, it owns 150 out of 292
patents that have been filed as of FY21. It also has 61 DMFs filings.

In 2019-20, it launched Pregabalin and HCQS through distribution partner
Rising Pharma in US. In Europe, Laurus entered into a long term partnership
with a leading generic player for CMO. It also markets two products using
its own front end in Europe.

Under the CDMO segment, it provides contract manufacturing services to
global innovator pharma and biotech companies alongside sale of specialty
ingredients for nutraceuticals, dietary supplements and cosmeceuticals.
Laurus currently provides its CDMO services to four out of top 10 big pharma
companies. As of FY21, total number of active projects in the CDMO division
was at 50.

Laurus has also entered into an intermediate toll manufacturing and supply
agreement with Aspen, pursuant to which it will manufacture and supply
certain hormonal intermediates.

In FY20, the company also acquired Aspen’s South African subsidiary, in
order to get a foothold in the worlds' largest generic accessible ARV market.

R&D spend for FY21 was at % 184 crore (3.8% of revenues). The company is
further investing R&D to develop difficult-to-manufacture products across
multiple therapies in a cost effective manner. Laurus Labs has a cumulative
team strength of 4804 as of FY21.

ICICI Securities |Retail Research
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ICICI Direct Research

Exhibit 5: Manufacturing and R&D facilities

Location

Facility

Unit 1

Unit 3

Parawada, Vizag Unit 5

Unit 2

Unit 4

Atchutapuram, Vizag  Unit 6

Hyderabad

Kilo Lab (R&D)

Offering

AP| + ingredients, CDOMO

API + ingredients, CDOMO

Dedicated hormone and steroid
facility for Aspen

Formulations and API

API + ingredients, CDOMO

APIs (largely manufacturing
intermediates for captive
consumption)

Pre-commercialisation activities
for APIs, ingredients, CDOMO

Capacity

328 reactors with 1,226 KL

capacity

259 reactors with 1,982 KL

46 reactors with 137 KL
Formulation — 5 billion
tablets/capsules; capacity
expansion underway

API — 12 reactors with 83 KL

54 reactors with 221 KL

68 reactors with 758 KL

43 reactors and capacity of 4.3 KL

Approvals

USFDA, WHO-Geneva, NIP — Hungary,

KFDA, COFEPRIS, PMDA, ANVISA &
JAZMP — Slovenia

USFDA, WHO — Geneva, NIP — Hungary,
COFEPRIS, KFDA, ANVISA & JAZMP —

Slovenia

BVG Hamburg Germany, USFDA, WHO —
Geneva, JAZMP — Slovenia and various

African Countries

COFEPRIS — Mexico, WHO and USFDA

USFDA

USFDA, KFDA and PMDA

Source: ICICI Direct Research; Company

ICICI Securities |Retail Research
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Exhibit 6: Revenues to grow at 20% CAGR in FY21-23E

ICICI Direct Research

Exhibit 7: EBITDA & EBITDA margins trend
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Exhibit 8: PAT & PAT margins trend Exhibit 9: RoE & RoCE trend
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Exhibit 10: R&D trend Exhibit 11: Positive free cash flow generation, going ahead
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Exhibit 12: Financial Summary

Revenues Growth Adj. EPS  Growth P/E EV/EBITDA RoNW  RoCE

 crore) (%) R (%) (x) (X) (%) (%)

FY20 2832 23.6 4.8 1722 96.7 45.9 14.4 13.0
FY21 4814 70.0 18.3 2853  25.1 16.8 37.9 32.0
FY22E 6043 255 23.1 260  19.9 13.5 33.4 31.1
FY23E 6976 15.4 27.4 188  16.8 1.2 29.2 30.4

Source: ICICI Direct Research, Company

Exhibit 13: Shareholding Pattern

(in %) Mar-20 Jun-20 Sep-20 Dec-20 Mar-21
Promoter 32.0 32.1 32.1 28.8 21.5
Others 68.0 67.9 67.9 71.2 72.6

Source: ICICI Direct Research, Company
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Financial Summary

ICICI Direct Research

Exhibit 14: Profit and loss statement g crore Exhibit 15: Cash Flow Statement g crore

(Year-end March) FY20 FY21 FY22E FY23E
Revenues 2,831.7 4,813.5 6,043.2 6,976.5
Growth (%) 23.6 70.0 25.5 15.4
Raw Material Expenses 1,413.4 2,158.2 2,719.4 3,104.5
Employee Expenses 344.9 434.1 513.7 593.0
Other Manufacturing Expense: 512.4 670.6 876.3 1,011.6
Total Operating Expenditure 2,270.7 3,262.8 4,109.4  4,709.1
EBITDA 561.0 1,550.7 1,933.8 2,267.3
Growth (%) 57.6 176.4 24.7 17.2
Interest 89.6 68.2 87.6 69.4
Depreciation 187.3 205.1 271.2 333.7
Other Income 9.5 23.7 24.2 34.9
PBT before Exceptional ltems 293.6  1,301.1 1,599.2  1,899.1
Less: Forex & Exceptional lter 0.0 0.0 0.0 0.0
PBT 293.6  1,301.1 1,599.2  1,899.1
Total Tax 38.3 317.3 359.8 427.3
PAT before Ml 255.3 983.8 1,239.3 1,471.8
Minority Interest 0.0 0.2 0.0 0.0
PAT 255.3 983.6 1,239.3 1,471.8
Adjusted PAT 255.3 983.6 1,239.3 1,471.8
Growth (%) 172.2 285.3 26.0 18.8
EPS 4.8 18.3 23.1 21.4
EPS (Adjusted) 4.8 18.3 23.1 27.4
Source: ICICI Direct Research

Exhibit 16: Balance Sheet < crore
(Year-end March) FY20 FY21 FY22E FY23E
Equity Capital 106.9 107.3 107.3 107.3
Reserve and Surplus 1,662.9 2,490.2 3,605.6 4,930.3
Total Shareholders fund 1,769.8  2,597.6  3,713.0 5,037.6
Total Debt 1,079.4  1,445.1 1,445.1 1,145.1
Minority Interest 0.0 3.2 3.2 3.2
Deferred Tax Liability 0.0 19.2 21.1 23.2
Other Non Current Liabilities 56.7 155.0 170.5 187.6
Long term Provisions 45.9 63.2 69.5 76.5
Source of Funds 2,951.8 4,283.2 54224 6,4731
Gross Block - Fixed Assets 2,378.0 2,790.8 3,690.8 4,540.8
Accumulated Depreciation 661.4 866.4 1,137.6 1,471.3
Net Block 1,716.6  1,924.3  2,553.1 3,069.5
Capital WIP 67.2 362.2 362.2 162.2
Net Fixed Assets 1,783.8  2,286.5 12,9153 3,231.6
Total Intangible Assets 0.0 0.0 0.0 0.0
Investments 3.4 3.4 3.4 353.4
Goodwill on Consolidation 9.7 246.3 246.3 246.3
Inventory 905.2 1,575.5 1,798.1 2,075.8
Cash 1.7 48.5 97.2 155.9
Debtors 791.4  1,306.1 1,689.0 1,949.8
Loans & Advances & Other C/ 0.0 0.0 0.0 0.0
Total Current Assets 1,812.1 3,0749 3,735.3  4,339.0
Creditors 615.6 1,178.7 1,313.8 1,516.7
Provisions & Other CL 182.9 288.8 317.7 349.4
Total Current Liabilities 7985 1,467.5 1,631.4 1,866.1
Net Current Assets 1,013.5 1,607.4 2,103.8 2,472.9
LT L& A, Other Assets 67.4 139.6 153.6 169.0
Deferred Tax Assets 73.9 0.0 0.0 0.0
Application of Funds 2,951.8 4,283.2 54224 6,473.2

Source: ICICI Direct Research

ICICI Securities |Retail Research

(Year-end March) FY20 FY21 FY22E FY23E
Profit/(Loss) after taxation 254.0 1,072.6 1,239.3 1,471.8
Add: Depreciation & Amortizatic 187.3 205.1 271.2 333.7
Net Increase in Current Assets -312.0 -1,199.1 -611.6 -545.0
Net Increase in Current Liabiliti 112.3 605.1 164.0 234.7
Others 105.9 49.4 87.6 69.4
CF from operating activities 347.4 7331  1,150.5 1,564.6
(Inc)/dec in Investments 0.0 -0.2 0.0 -350.0
(Inc)/dec in Fixed Assets -222.0 -928.4 -900.0 -650.0
Others 1.0 -12.4 9.8 10.8
CF from investing activities -221.0 -941.0 -890.2 -989.2
Inc / (Dec) in Equity Capital 2.6 1.4 0.0 0.0
Proceeds/(Repayment) Loan -5.8 3911 0.0 -300.0
Dividend & Dividend Tax -32.0 -75.0 -123.9 -147.2
Interest -85.9 -58.0 -87.6 -69.4
Others -6.58 -10.67 0.00 0.00
CF from financing activities -121.7 254.7 -211.6 -516.6
Net Cash flow -1.3 46.8 48.7 58.7
Opening Cash 3.0 1.7 48.5 97.2
Closing Cash 1.7 48.5 97.2 155.9
FCF 125.4 -195.3 250.5 914.6
Source: ICICI Direct Research
Exhibit 17: Ratio Analysis < crore
(Year-end March) FY20 FY21 FY22E FY23E
Per share data (%)
EPS 4.8 18.3 23.1 21.4
Cash EPS 5.2 19.4 25.8 30.9
BV per share 33.0 48.4 69.2 93.9
DPS 3.0 2.7 2.3 2.7
Cash Per Share 12.3 16.1 21.2 27.4
Operating Ratios (%)
Gross margins 50.1 55.2 55.0 55.5
EBITDA margins 19.8 32.2 32.0 32.5
Net Profit margins 9.0 20.4 20.5 21.1
Cash Conversion cycle 139.3 129.1 131.3 131.3
Asset Turnover 1.2 1.7 1.6 1.5
EBITDA conversion rate 61.9 47.3 59.5 69.0
Return Ratios (%)
RoE 14.4 37.9 334 29.2
RoCE 13.0 32.0 31.1 30.4
RolC 13.0 34.7 335 33.3
Valuation Ratios (x)
P/E 96.7 25.1 19.9 16.8
EV / EBITDA 45.9 16.8 13.5 11.2
EV / Revenues 9.1 5.4 4.3 3.6
Market Cap / Revenues 8.7 5.1 4.1 3.5
Price to Book Value 13.9 9.5 6.6 4.9
Solvency Ratios
Debt / Equity 0.6 0.6 0.4 0.2
Debt / EBITDA 1.9 0.9 0.7 0.5
Current Ratio 2.3 2.1 2.2 2.2
Source: 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: -56% to -15%;

Sell: <-15%
RS 1 | \\
‘ﬁlc’c’drlr'(‘[('un:f U‘_f d 1 |
’M”l""‘“/o/::'m Fingertips | BH{JF{ER \ |
ICICI Securities Ltd. /5 STARMINE | |
E—’;‘a'yst Award 2012 A:
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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ANALYST CERTIFICATION

I/We, Mitesh Shah, (cleared all 3 levels of CFA), Siddhant Khandekar, Inter CA, Sudarshan Agarwal, PGDM (Finance), 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. It is also confirmed that above mentioned Analysts of this report have not received any comp ion from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director
or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock
broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture
capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial
interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as
such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment busil may make i decisions that are inconsi with the recomr i p d herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein
is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient.
The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

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

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

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

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of
the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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 ICICI Securities and affiliates 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 certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.
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