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Anuh Pharma

Results  Overview- Below ests; Disappointment on all counts; EDQM ruling to push off growth by a year; Cut

ests. by 18%/11% for FY17/18

 4QFY16 results were below our estimates with Revenues, EBITDA and PAT growing at -1%, -18% and 2% respectively.

 Suspension by EDQM pertaining to Erythromycin Ethyl Succinate, Erythromycin and Pyrazinamide will impact

sales by 6% and profits by over 10% as Europe is majorly a regulated market for Anuh. We expect resolution by the

end of FY17 (whereby after the co takes necessary steps, they will apply with EDQM for their certificate again).

 Anuh Pharma's management does not interact with analysts/investors.
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YEAR SALES A.PAT A.EPS A.EPS PE P/BV EV/ DIV. YLD ROCE

March (INRCr) (INRCr) (INR) Gr.(%) (X) (X) EBITDA(X)  (%) (%)

FY16 326 26 10.3 17% 20 4.0 13.0 1.2% 32%

FY17E 359 26 10.5 2% 19 3.5 12.8 1.2% 27%

FY18E 424 37 14.6 39% 14 2.9 9.5 1.7% 31%

INRCr 4QFY15 3QFY16 4QFY16 yoy qoq FY15 FY16 yoy

Total Income 71 78 70 -1% -11% 284 326 15%

Expenditure 63 70 64 1% -10% 251 287 14%

EBITDA 8 8 6 -18% -19% 33 39 19%

Other Income 1 1 1 5 3 -31%

Interest 0 0 0 50% 2900% 0 0 -20%

Depreciation 2 1 1 -69% -9% 3 2 -31%

E/O Gain -1 0 0 -3 -3 -8%

PBT 7 8 7 1% -9% 32 38 19%

Tax 2 3 2 -2% -27% 10 12 23%

PAT 5 5 5 2% -1% 22 26 17%

EBITDA (%) 11.1% 10.2% 9.2% 11.6% 12.0%

Tax rate (%) 27% 33% 26% 31% 32%

Valuation and view

 Anuh Pharma is a quality proxy play on the global and domestic pharma industry. The company is focusing on

increasing its revenue mix from high margin regulated markets which contributed to 12% of revenue in FY16 and is

expected to rise to 25% over next three years.

 In its bid to add new high value products, Anuh has been developing new APIs which have recently gone off patent

(post 2014 or which are likely to go off patent in the future). These new APIs will have much higher margins

compared to the existing basket. Anuh currently has 20 products in the pipeline of which 4 would be launched in

FY17E in the areas of cardio vascular and anticonvulsants.

 However, due to the ongoing issues regarding suspension of sale of three products in Europe by EDQM, we reduce

our earnings estimates for the company by 18%/11% each for FY17/18E. Despite this  we expect the company to

grow its profits at 19% CAGR over FY16-18E.

 We lower our target multiple for Anuh from 18.0x to 16.3x (at 10% discount to industry) owing to the hangover of

EDQM issues which should push off growth by a year. We maintain our BUY rating on the stock with a target price

of INR 240/share (earlier INR 300).
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