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US regulatory issues persist

Downgrade CDH to NEU: The USFDA inspected CDH’s
key formulations plant at Moraiya, in Apr-19, and issued
14 observations post audit. Our analysis of the form 483
suggests that the risk-reward is not in favor of CDH.

= |ssues related to contamination in the sterile unit
could be a major hurdle for clearance. Since the
facility contributes 40-45% to US revenues (in our
estimates) and has over 30% of the pending US filings,
we believe a warning letter (WL) or import alert
would be detrimental for CDH. The US remains CDH’s
key performer as India and other segments have been
continuously disappointing. Any slowdown in the US
could severely hurt earnings, especially since glialda,
gTamiflu_and gAsacol HD contribute 29% to US
revenues (in FY19).

®=  Our WL scenario (less likely) shows a potential ~37%
dip in FY21E earnings. However, assuming a delay of
6-8 months in clearing the plant (in our base case),
we cut our FY21E earnings by 17% and multiple to
18x from 22x. In case of any adversities, the elevated
debt (0.7x FY19E Net D/E) could prove to be fatal for
earnings. Downgrade to NEU with a revised target
price of Rs 315 (18x FY21E EPS).

Financial Summary (Consolidated)

Upgrade TRP to BUY: TRP corrected ~15% over the last
one month on regulatory concerns over the Dahej
facility. The plant has received serious observations
from the USFDA, which can potentially lead to an OAI/
warning letter soon. However, the fall in the stock price
is unjustified in our view, as Dahej contributes only
~10% to US revenues and pending filings are limited.

= Meanwhile, the earnings driver for TRP remains its
India branded business, led by legacy products like
Shelcal, Chymoral and Losar. TRP has also successfully
derived synergies from the Unichem acquisition as
margin jumped from ~22% in FY18 to ~26% in FY19.
With potential price hikes in Non-NLEM portfolio and
improvement in MR productivity, we expect margin
to cross 27% in FY21E.

= Post its recent correction, the stock is available at
20x FY21E EPS. With a ~“Rs 33bn domestic franchise,
the ability to generate Rs 10-12bn FCF every year
and 18-20% ROEs, TRP merits a higher multiple, in
our view. We have increased our multiple from 22x
to 24x. Upgrade the stock to BUY with a revised
target price of Rs 2,000 (24x FY21E EPS).

Financial Summary (Consolidated)

(Rs mn) FY17 FY18| FY19E FY20E  FY21E
Net Sales 94,295 119,364| 129,491 141,778 153,810
EBITDA 19,036 28,475 29,524 30,837 34,376
APAT 14,880 13,315 11,241 13,526 18,108
Adj. EPS (Rs) 14.5 13.0 11.0 13.2 17.5
P/E (x) 19.9 22.2 26.3 21.9 16.3
ROE (%) 235 17.0 11.9 12.6 14.9

(Rs mn) FY17 FY18 FY19E FY20E FY21E
Net Sales 58,570 60,020 77,681 88,681 102,113
EBITDA 13,780 13,490 20,430 23,589 27,570
APAT 8,667 6,781 7,750 10,457 14,130
Adj. EPS (Rs) 51.2 40.1 45.8 61.8 83.5
P/E (x) 329 42.1 36.8 27.3 20.2
RoE (%) 22.1 15.1 15.8 18.6 215

Source: Company, HDFC sec Inst Research

Source: Company, HDFC sec Inst Research
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Moraiya remains a critical facility for CDH

Summary of the form 483 issued by the USFDA to CDH post the audit of the Moraiya plant
(A) Contamination-related

We believe, given the critical (1) Equipment not cleaned to avoid contamination.
4

nature of the observations
related to contamination, the
clearance of this facility could
get delayed by 6-8 months

(2) Procedures to prevent contamination are not established and followed, and are insufficient.

(3) Asceptic processing areas are deficient wrt air supply and monitoring systems.
(4) Production area lacks appropriate air filtration.

(B) Data-related:
(1) Lack of digital data backup.

A positive is the absence of (€) Procedural

data-integrity and O0S
related issues

(1) Batch discrepancies not reviewed thoroughly.

(2) No written procedures for production and process control.

(3) Quality control procedures not fully followed.

(4) Appropriate test procedures not adequately included in lab controls.

(5) Suitable statistical procedures not used to determine in process specifications.

In our base case. we have (6) Incomplete manufacturing and control instructions in master production records.
7

assumed a delay of 6-8
months in clearance of the

Source: Company, HDFC sec Inst Research

Estimates: ~17% Earnings Cut In Our Base Case Base case

plant. This leads to a ~17% cut Rs mn FY19E FY20E FY21E % Chg In our base case, we assume a delay of 6-8 months in
i Old Estimates . . .
to our FY21E estimates Revenue 120491 148477 164851 ) clearance of the plant. Since it contributes ~40% to total
EBITDA 29,524 34,521 37,844 ) US revenues (in our view), we have cut our FY21E
. PAT 15,119 17,654 21,874 - revenue estimates by ~7%, EBITDA margin by ~60bps (to
In case of a warning letter, Base Case 22.4%) and earnings by ~17%.
there could be a ~37% cut to Revenue 129,491 141,778 153,810 (6.7) Warning letter
our previous earnings EBITDA 29,524 30,837 34,376 (9.2) R
estimate for FY21E PAT 11,241 13,526 18,108  (17.2)] In the event of a warning letter, pending product
Warning Letter approvals would be delayed. Nearly 1/3 of CDH'’s
Revenue 129,491 141,613 146,960 (10.9) pending US approvals are dependent on Moraiya. As
EBITDA 29,524 27,969 28,437 (24.9) future growth in the US relies upon new launches, a WL
PAT 11,241 11,483 13,814 (36.8)

Source: Company, HDFC sec Inst Research

would severely impact revenue as well as earnings.
Although less likely, WL would lead to a ~37% cut to our
previous estimates.
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CDH: Heavy dependence on the US
Segments: Poor Growth Ex-US US Sales: Declining One-offs Will Mute Growth

W US Base Business (USS mn) M US One-off Sales (USS mn)

mFY16 mFY17 mFY18 m FY19E
63

The US has been CDH’s best
. 16.0%

performing segment. Apart /

from the slow-growing

domestic business, other

segments are largely flat

(Rs bn)

US sales for CDH on an
aggregate level would be Domestic us Other API Other % w s s
declining over the next two Formulations FormulationsFormulations Businesses o s S S
years, as one-off sales shrink
Source: Company, HDFC sec Inst Research Source: Company, HDFC sec Inst Research
Timeline of USFDA Inspections At Moraiya plant EPS: Aggregate EPS Largely Flat
Date Outcome W Core EPS (Rs/sh) M One-off EPS (Rs/sh)
Despite growth in base biz : .
EPS, growth in reported EPS Dec-15 Warning letter issued
would remain subdued due to Feb-17 Re-inspected with 0 observations
declining one-off sales ‘ Jun-17 EIR received (plant cleared) ‘
Sep-17 Re-inspected with 0 observations
Jul-18 Re-inspected with 0 observations

Apr-19 Re-inspected with 14 observations ‘
Since Dec-15, this is the first Source: Company, HDFC sec Inst Research
time the Moraiya plant has
received observations from
the USFDA

FY18

w w w
2 ] by
> > >
[ (S [

Source: Company, HDFC sec Inst Research
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TRP: Strong branded franchise in India

Indian Biz: ~95% Contribution From Growing

Therapy Areas Domestic Biz: ~“12% CAGR In Base Biz Over FY15-19E
TRP is ahead of most of its mHigh Growth* mMedium Growth® mLow Growth# B Domestic Rev (Rs bn)  EEEEEUnichem (Rs bn)
peer Indian companies in 100 7 — — = . —A— Aggregate Growth (%)
terms of therapy mix, with 30 - . o8
~95% of its revenues coming 6 38.5 '

from market-beating growth

Abbott Torrent Alem bIC Alkem
The domestic business has India Chemlcals Pharma Pharma Labs
grown at ~20% CAGR over the
last four years
Source: AIOCD, HDFC sec Inst Research; *>10%; 28-10%; <8% Source: Company, HDFC sec Inst Research
Top 10 Products In India Robust Growth In Secondary Sales
Abr- No. Company Growth YoY (%) MS (%)
pr-19
TRP has a strong presence in Brand Therapy MAT (Rsmn) © Of Rev IPM 9.6 100
the chronic space with Torrent Pharma 42,818 100.0 LS Pl 7.3 8.2
multiple brands over Rs 1bn in Shelcal VMN 2,265 5.3 2 Abbott (India + HC) 11.3 6.3
annual revenue Chymoral Forte Pain / Analgesics 1,562 3.6 s - 2 47
Nikoran Cardiac 1,133 2.6 4 Zyd'_JS Cadila 7.3 4.1
Losar H Cardiac 1,101 2.6 E Lupln. e =7
) h . Azulix-MF Anti Diabetic 1,016 2.4 6 Mankind 10.6 36
TRP is the 8" largest co in the X , 7  Alkem 10.9 3.5
Nebicard Cardiac 940 2.2
Rs 1.1tn IPM Dilzem Cardiac BT b g ;I:ic;r:nt Pharma ii; ;;
Nexpro RD Gast-ro Intestinal 896 2.1 10 GSK 50 29
Los.ar Cardiac . 786 1.8 11 Emcure 75 25
Unienzyme Gastro Intestinal 731 1.7 12 Pfizer 54 24
Source: AIOCD, HDFC sec Inst Research 13 Glenmark 15.0 23
14 Sanofi India 10.1 2.3

Source: AIOCD, HDFC sec Inst Research

Page | 4



[- PHARMACEUTICALS : SECTOR UPDATE

INSTITUTIONAL RESEARCH

CDH: Financial charts

Revenue: Growth To Remain In Single-digits Margin: We See A ~100bps Contraction In FY20E
We believe CDH’s growth will I Revenue (Rs bn) —@— Growth (%) I EBITDA (Rs bn) —— Margin (%)
remain moderated over FY19- 26.6
24.7 23.9 22.4

21E owing to a delay in the
clearance of the Moraiya
plant

Margin could take a hit due to

a likely delay in new launches : 129.5[141.8
n o ~ 0 w w w
Al i i — ()] o i
> > > > — I o
w w TR [T > > >
. . [N
Source: Company, HDFC sec Inst Research Source: Company, HDFC sec Inst Research
) ) ) Core PAT: Improvement Visible On A Low Base Current Valuations Unfavourable
While core earnings will grow,
. . I Core PAT (Rs bn) —o— Growth (%) I P/E (x) —4—ROE (%)
aggregate earnings will 37.9
68.3

remain muted due to erosion
in one-off sales

Valuations appear
unfavourable with potential

regulatory risks
wn ©o ~ 00 w w w
— — — - [«)] o —
> > > > - I N
[T w T8 18 > > >
[N, [N, o
Source: Company, HDFC sec Inst Research Source: Company, HDFC sec Inst Research
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TRP: Financial charts

Revenue: Expect Healthy Growth Margin: Scope To Expand ~70bps By FY21E
Healthy revenue growth will . ndia us I EBITDA (Rs bn) —&— Margin (%)
be led by the strong domestic (Rs bn) M Russia/CIS Europe 40.9
. . I Latam CRAMS
formulations franchise Total Growth (%) - RHS o
437 102.1
5.7 w40
777
Margins improved ~400bps r\!___- .
YoY in FY19E on the back of [

synergies achieved post the
Unichem acquisition

15.1

l 14.2 0
-20

n (s} ~ [o0] 58] w w
— — Al i [e)] o —l
T x T z b= S N
FY15 FYl6 FY17 FY18 'FY19E FY20E FY21E o & o
Source: Company, HDFC sec Inst Research Source: Company, HDFC sec Inst Research
Aided by a ramp up in the US . .
y P up . PAT: To Nearly Double Over FY19-21E Improving Return Ratios
and a strong presence in oAT (Rs br) Srowth (%) o7E 00 RE %)
. 0 Q o [ | sbn —— Growth (% ] X —#— ROE (%
chronic therapies in India, PAT 20 351
growth is likely to be robust 6. 24.9

23.3

over FY19-21E 22.1

Return rations will continue to
improve with synergies of
Unichem acquisition will be

fully realized
n [(e} ~ (o] w w w n [(e} ~ (o] w w w
Al i i l [e)] o — el i i l [e)] o i
> > > > — N o~ > > > > e N N
w w w w > > > w [T w w > > >
[N [N [N [N [N [N
Source: Company, HDFC sec Inst Research Source: Company, HDFC sec Inst Research
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Mcap CcMP Adj EPS (Rs/sh) P/E (x) RoE (%)
Reco TP/FV

(Rsbn)  (Rs/sh) FY18 FY19E FY20E FY21E| FY18 FY19E FY20E FY21E| FY18 FY19E FY20E FY21E
Sun Pharma 1,050 438 BUY 640 13.0 153 207 27.2| 337 287 211 161 8.3 93 117 137
Dr Reddy's Labs 478 2,876 BUY 3,400 59.2 109.7 1244 151.3| 486 262 231  19.0 78 136 136 143
Cipla 447 556 BUY 630 186 168 21.1 286 299 33.1 263  19.4| 112 9.1 106 129
Aurobindo Pharma 438 748 NEU 800 414 422 541 532 181 177 138 141| 230 192 204 16.8
Divi's Labs 438 1,650 SELL 1,445 324 524 568 657/ 510 315 291 251| 152 216 202 204
Lupin 378 836 BUY 1,060 380 154 325 485 220 542 258 17.2| 127 50 10.0 136
Cadila Healthcare 296 289 NEU 315 13.0 110 132 175/ 222 263 219 163 170 119 126 149
Torrent Pharma 285 1,687 BUY 2,000 401 458 61.8 835 421 368 273 202 151 158 18.6 215
Alkem Laboratories 208 1,736 BUY 2,240 576 634 809 1019/ 301 274 215 17.0/ 148 147 166 183
Glenmark 174 617 BUY 835 175 270 339 437/ 353 229 182 141 94 127 140 157
Alembic Pharma 100 532 NEU 570 219 258 251 316| 243 206 212 169 200 197 164 181
Jubilant Life Sciences 98 617 BUY 1,005 455 588 686 837 136 105 9.0 74| 193 208 202 205
Strides Shasun 43 486 BUY 570 13.2 69 293 357/ 369 707 166 136 2.9 2.3 95 107
Laurus Labs 41 385 BUY 535 158 107 170 29.4| 244 360 226 13.1| 119 62 108 16.7
Suven Life Sciences 33 261 NR 465 9.7 5.6 9.8 113 269 467 266 232 172 89 142 145
Dishman Carbogen Amcis 33 204 BUY 400 13.2 15.7 20.9 26.7 15.4 13.0 9.8 7.6 14.6 15.0 16.7 18.1
Lsacr:fafécuat';js 29 364 NR 470 166 238 284 336 220 153 128 108 99 132 148 154
Granules India 28 110 BUY 170 5.2 93 114 139 211 1138 9.7 79| 120 167 175 185
Neuland Labs 9 671 BUY 930 108 108 375 665 621 620 179 101 2.2 2.2 6.7 11.0

Source: Company, HDFC sec Inst Research
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CDH: Financial statements

Income Statement (Consolidated)

Balance Sheet (Consolidated)

PHARMACEUTICALS : SECTOR UPDATE

Year ending March (Rs mn) FY17 FY18 FY19E FY20E FY21E As at March (Rs mn) FY17 FY18 FY19E FY20E FY21E
Net Revenues 94,295 119,364 129,491 141,778 153,810 SOURCES OF FUNDS
Growth (%) 0.0 26.6 8.5 9.5 8.5 Share Capital - Equity 1,024 1,024 1,024 1,024 1,024
Material Expenses 34,451 41,220 46,617 49,622 52,295 Reserves 68,576 86,421 100,339 113,118 128,274
Employee Expenses 15,002 18,545 21,366 23,677 25,840 Total Shareholders’ Funds 69,600 87,445 101,363 114,142 129,298
SG&A Expenses 10,750 12,533 12,302 14,461 15,689 Minority Interest 1,561 1,910 2,006 2,106 2,211
Other Operating Expenses 15,056 18,591 19,683 23,181 25,609 Long Term Debt 24,684 25,551 58,551 56,551 54,551
EBITDA 19,036 28,475 29,524 30,837 34,376 Short Term Debt 24,769 25,575 24,296 25,511 26,787
EBITDA Margin (%) 20.2 23.9 22.8 21.8 22.4 Total Debt 49,453 51,126 82,847 82,062 81,338
EBITDA Growth (%) (18.3) 49.6 3.7 4.4 11.5 Net Deferred Taxes (7,791) (6,425) (6,887) (7,373) (7,882)
Depreciation 3,750 5,388 6,081 7,814 8,624 Other Non-current Liabilities & 1,512 1,559 1,715 1,886 2,075
e e :S)Tv:f SOURCES OF FUNDS 114,335 135,615 181,043 192,823 207,039
ﬁg:;)'”mme (Including EO 1,286 1,132 2,027 2,495 2,703 APPLICATION OF FUNDS
Interest 450 911 1,541 3,728 3,693 Net Block 32,904 38,157 55,651 59,584 65,040
PBT 16,122 23,308 23,928 21,790 24,763 CWIP 17,122 16,622 9,586 6,018 4,235
Tax (Incl Deferred) 1,289 5,644 5,743 5,230 5,943 Goodwill 24,647 26,669 68,069 68,069 68,069
Income from JV/Associates 338 440 155 641 758 Investments 3,857 5,001 4,709 4,709 4,709
Minority Interest 291 - - - - Other Non-current Assets 4,499 2,953 3,068 3,294 3,530
RPAT 14,880 18,104 18,341 17,201 19,578 Total Non-current Assets 83,029 89,402 141,083 141,674 145,583
EO (Loss) / Profit (Net Of Tax) - (4,789) (7,100) (3,675) (1,470) Cash & Equivalents 15,926 15,897 9,121 18,737 28,909
APAT 14,880 13,315 11,241 13,526 18,108 Inventories 18,037 23,853 26,976 28,715 30,262
APAT Growth (%) -23.2 -10.5 -15.6 20.3 33.9 Debtors 22,775 32,063 30,155 31,075 33,712
Adjusted EPS (Rs) 14.5 13.0 11.0 13.2 17.5 Other Current Assets 3,485 10,192 11,211 12,332 13,607
Source: Company, HDFC sec Inst Research Total Current Assets 44,297 66,108 68,342 72,122 77,581
Creditors 15,479 18,884 21,444 22,826 26,148
Other Current Liabilities & Provns 13,438 16,908 16,059 16,883 18,887
Total Current Liabilities 28,917 35,792 37,503 39,710 45,034
Net Current Assets 15,380 30,316 30,840 32,413 32,547
TOTAL APPLICATION OF FUNDS 114,335 135,615 181,044 192,823 207,039

Source: Company, HDFC sec Inst Research
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Cash Flow (Consolidated) Key Ratios
Year ending March (Rs mn) FY17 FY18 FY19E FY20E FY21E FY17 FY18 FY19E FY20E FY21E
Reported PBT 16,119 23,120 23,928 21,790 24,763 PROFITABILITY (%)
Non-operating & EO items (832) (755) (2,027) (3,327) (3,743) GPM 63.5 65.5 64.0 65.0 66.0
Interest expenses 568 1,468 1,541 3,728 3,693 EBITDA Margin 20.2 23.9 22.8 21.8 22.4
Depreciation 3,750 5405 6081 7,814 8,624 APAT Margin 15.8 11.2 8.7 9.5 11.8
Working Capital Change (4,112) (13,839) (739)  (1,799) (371) RoE 23.5 17.0 119 12.6 14.9
Tax Paid (2,376) (6,206) (6,205)  (5,715)  (6,453) RolC (or Core RoCE) 18.8 17.3 12.9 10.6 11.7
OPERATING CASH FLOW (a) 13,117 9,193 22,580 22,491 26,512 RoCE 15.9 11.2 7.8 8.8 10.5
Capex (29,350) (10,353) (57,839) (8,179) (12,297) EFFICIENCY
Free cash flow (FCF) (16,233)  (1,160) (35259) 14,312 14,216 Tax Rate (%) 8.0 24.2 24.0 24.0 24.0
Non-operating Income 631 616 2,319 3,327 3,743 Fixed Asset Turnover (x) 1.9 2.0 16 1.6 1.5
INVESTING CASH FLOW (b)  (28,719)  (9,737) (55,520) (4,852) (8,553) Inventory (days) 698 729 760 739 718
Debt Issuance/(Repaid) 27,652 1,574 31,721  (785)  (724) Bebioiel(dale) B2 B0l B0l S0 D
Interest Expenses (556)  (1,049) (1,541) (3,728) (3,693) Other Current Assets (days) 13.5 31.2 31.6 31.7 32.3
FCFE 10,863 (635) (5,079 9,799 9,799 Payables (days) 59.9 57.7 60.4 58.8 62.1
Share Capital Issuance ) ) ) ) ) Other Current Liab & Provns (days) 52.0 51.7 45.3 43.5 44.8
Dividend (3,938) (10) (4423) (4423) (4,423) Cash Conversion Cycle (days) 59.5 92.7 86.9 83.4 77.2
Others 0 0 (2,341) 912 1053 Debt/EBITDA (x) 2.6 1.8 2.8 2.7 2.4
FINANCING CASH FLOW (c) 23,158 515 23,417 (8,024) (7,787) 58 )1 () 05 0.4 0.7 0.6 0.4
NET CASH FLOW (a+b+c) 7,556 (29) (9,524) 9,616 10,172 Interest Coverage (x) 34.0 253 152 6.2 7.0
Closing Cash & Equivalents 15,926 15,897 9,121 18,737 28,909 BERSEEREDATRIRS)
Source: Company, HDFC sec Inst Research EPS 14.5 13.0 11.0 13.2 17.5
Dividend 3.2 3.5 3.6 3.6 3.6
Book Value 68.0 85.4 99.0 1115 1263
VALUATION
P/E (x) 19.9 222 26.3 21.9 16.3
P/BV (x) 4.3 3.4 2.9 2.6 2.3
EV/EBITDA (x) 17.3 11.6 12.5 11.6 10.1
EV/Revenues (x) 3.5 2.8 2.9 2.5 2.3
OCF/EV (%) 4.0 2.8 6.1 6.3 7.6
FCF/EV (%) (4.9) (0.4) 9.5 4.0 4.1
FCFE/Mkt Cap (%) 3.7 (0.2) 1.7 3.3 3.3
Dividend Yield (%) 1.1 1.2 1.2 1.2 1.2

Source: Company, HDFC sec Inst Research
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TRP: Financial statements

Income Statement (Consolidated)

Balance Sheet (Consolidated)

PHARMACEUTICALS : SECTOR UPDATE

Year ending March (Rs mn) FY17 FY18 FY19E FY20E FY21E As at March (Rs mn) FY17 FY18 FY19E FY20E FY21E
Net Revenues 58,570 60,020 77,681 88,681 102,113 SOURCES OF FUNDS
Growth (%) (12.4) 2.5 29.4 14.2 15.1 Share Capital - Equity 846 850 850 850 850
Material Expenses 17,910 16,740 22,527 25,097 28,592 Reserves 42,655 45,370 51,307 59,316 70,140
Employee Expenses 9,930 11,350 14,449 14,189 15,317 Total Shareholders’ Funds 43,501 46,220 52,157 60,166 70,990
SG&A Expenses 7,614 7,382 8,389 10,642 12,764 Minority Interest 5 5 5 5 5
Other Operating Expenses 9,336 11,058 11,885 15,164 17,870 Long Term Debt 22,408 41,115 38,610 36,110 33,610
EBITDA 13,780 13,490 20,430 23,589 27,570 Short Term Debt - 16,260 11,260 8,260 5,260
EBITDA Margin (%) 23.5 22.5 26.3 26.6 27.0 Total Debt 22,408 57,375 49,870 44,370 38,870
EBITDA Growth (%) (49.6) (2.1) 51.4 15.5 16.9 Net Deferred Taxes (2,085) (2,760) (3,250) (3,305) (3,305)
Depreciation 3,070 4,090 6,342 6,583 6,391 Other Non-Current Liabilities & 2,630 2,870 2,750 3,000 3,000
e e :g)Tv:LS SOURCES OF FUNDS 66,460 103,710 101,532 104,237 109,560
ﬁ;:f;)'”wme (Including EO 2,230 2,990 500 1,050 1,500 APPLICATION OF FUNDS
Interest 2,060 3,080 5,137 4,476 3,829 Net Block 18,714 24,168 23,226 22,843 22,152
PBT 10,880 9,310 9,451 13,580 18,350 CWIP 5,190 6,469 6,500 6,500 6,500
Tax (Incl Deferred) 1,540 2,529 1,701 3,123 4,221 Intangibles 18,170 54,384 51,484 48,284 45,084
RPAT 9,340 6,781 7,750 10,457 14,130 Other Non-Current Assets 3,292 2,030 2,030 2,030 2,030
EO (Loss) / Profit (Net Of Tax) 673 - - - - Total Non-current Assets 45,366 87,051 83,239 79,657 75,766
APAT 8,667 6,781 7,750 10,457 14,130 Cash & Equivalents 16,979 13,590 9,756 14,649 23,210
APAT Growth (%) 21.3 (21.8) 14.3 34.9 35.1 Inventories 15,592 19,660 18,545 20,660 23,537
Adjusted EPS (Rs) 51.2 40.1 45.8 61.8 83.5 Debtors 13,442 12,540 17,867 20,397 23,486
Source: Company, HDFC sec Inst Research Other Current Assets 6,773 6,830 7,516 8,271 8,271
Total Current Assets 35,806 39,030 43,928 49,327 55,294
Creditors 22,979 20,480 27,033 30,116 34,310
Other Current Liabilities & Provns 8,712 15,480 8,359 9,281 10,399
Total Current Liabilities 31,691 35960 35,392 39,397 44,709
Net Current Assets 4,115 3,070 8,536 9,930 10,585
TOTAL APPLICATION OF FUNDS 66,460 103,711 101,532 104,237 109,560

Source: Company, HDFC sec Inst Research
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Cash Flow (Consolidated) Key Ratios
Year ending March (Rs mn) FY17 FY18 FY19E FY20E FY21E FY17 FY18 FY19E FY20E FY21E
Reported PBT 10,881 9,310 9,451 13,580 18,350 PROFITABILITY (%)
Non-operating & EO items (822)  (1,102) (500)  (1,050)  (1,500) GPM 69.4 72.1 71.0 71.7 72.0
Interest expenses 2,056 3,085 5,137 4,476 3,829 EBITDA Margin 235 22.5 26.3 26.6 27.0
Depreciation 3,069 4,086 6,342 6,583 6,891 APAT Margin 14.8 113 10.0 11.8 13.8
Working Capital Change (1,252) (3,601) (5,586)  (1,144) (654) RoE 22.1 15.1 15.8 18.6 215
Tax Paid (3,843) (2,836) (2,191) (3,178) (4,221) RolC (or Core RoCE) 21.8 10.2 13.0 14.8 18.5
OPERATING CASH FLOW (a) 10,088 8,942 12,653 19,266 22,696 RoCE 17.2 10.6 11.7 13.5 16.0
Capex (4,859) (7,892) (2,531) (3,000) (3,000) EFFICIENCY
Free cash flow (FCF) 5230 1,050 10,122 16,266 19,696 Tax Rate (%) 14.2 27.2 18.0 23.0 23.0
Investments (3,062) (39[239) _ i _ Fixed Asset Turnover (x) 2.3 1.8 2.2 2.3 2.5
Non-operating Income 51 61 500 1,050 1,500 Inventory (days) 97.2 119.6 87.1 85.0 84.1
INVESTING CASH FLOW (b)) (7,869) (47,070) (2,031) (1,950) (1,500) Bebigiel(dore) S0 ) &l
Debt Issuance/(Repaid) 2,020 39,578 (7,505) (5,500) (5,500) Other Current Assets (days) 42.2 41.5 35.3 34.0 29.6
Interest Expenses (1,913) (2,757) (5137) (4,476) (3,829) Payables (days) 1432 1245 1270 1240 1226
ECFE 5337 37,872 (2,519) 6,290 10,367 Other Current Liab & Provns (days) 54.3 94.1 39.3 38.2 37.2
Dividend (2,037)  (2,648) (1,814) (2,447) (3,306) Cash Conversion Cycle (days) 25.6 18.7 40.1 40.9 37.8
Others (113) 299 1648 ) ) Debt/EBITDA (x) 1.6 43 2.4 1.9 1.4
FINANCING CASH FLOW (c) (2,042) 34,473 (12,807) (12,423) (12,635) LS DYE L o2 s 2 2
NET CASH FLOW (a+b+c) 177 (3,655) (2,185) 4,893 8,560 Interest Coverage (x) >:2 31 2.7 3.8 >4
Closing Cash & Equivalents 18,712 11,941 9,756 14,649 23,210 BERSEEREDATRIRS)
Source: Company, HDFC sec Inst Research EPS >1.2 401 4>.8 6138 83.5
Dividend 14.0 8.0 9.2 12.4 16.7
Book Value 2570 273.1 3082 3555 4195
VALUATION
P/E (x) 32.9 42.1 36.8 27.3 20.2
P/BV (x) 6.6 6.2 5.5 4.7 4.0
EV/EBITDA (x) 21.1 24.4 15.9 13.4 10.9
EV/Revenues (x) 5.0 5.5 4.2 3.6 2.9
OCF/EV (%) 3.5 2.7 3.9 6.1 7.5
FCF/EV (%) 1.8 0.3 3.1 5.2 6.5
FCFE/Mkt Cap (%) 1.9 13.3 (0.9) 2.2 3.6
Dividend Yield (%) 0.8 0.5 0.5 0.7 1.0

Source: Company, HDFC sec Inst Research
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RECOMMENDATION HISTORY

Date CMP Reco Target
) 000 - Torrent Pharma W TP - 31-May-18 1,412 BUY 1,584
’ 13-Jun-18 1,404 BUY 1,590
1,900 - w 10-Jul-18 1,446 BUY 1,590
1,800 - H N L\/\ 3-Aug-18 1,523 NEU 1,538
1,700 - ,V'A 10-Oct-18 1,569 BUY 1,800
1,600 - [ I | 5-Nov-18 1,630 BUY 1,800
1,500 - r\\/‘/\‘\/g 10-Jan-19 1,857 NEU 1,940
1,400 - 31-Jan-19 1,852 NEU 1,860
1,300 - 9-Apr-19 1,867 NEU 1,920
1,200 - 13-May-19 1,687 BUY 2,000
1,100 " T T T T T T T T T
X ¥ 5 3 33 33 2393 22
Date CMP Reco Target
600 —Cadila O TP 27-May-18 382 BUY 525
13-Jun-18 380 BUY 525
Sl I A A 10-Jul-18 388 BUY 525
500 - ] 16-Aug-18 340 BUY 495
450 A LI ¥ u L 10-Oct-18 376 BUY 470
5-Nov-18 359 BUY 475
400 “\\ a2 /‘AM 10-Jan-19 350 BUY 480
3s0 1 YV W m%\ T 8-Feb-19 322 BUY 465
300 - \\T 9-Apr-19 342 BUY 470
250 . . . . . . . . . . . 13-May-19 289 NEU 315
T g8 322 339 aa9as 353
EEDEERREERERY
Rating Definitions
BUY : Where the stock is expected to deliver more than 10% returns over the next 12 month period
NEUTRAL : Where the stock is expected to deliver (-)10% to 10% returns over the next 12 month period
SELL : Where the stock is expected to deliver less than (-)10% returns over the next 12 month period
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issuer(s) or securities. HSL has no material adverse disciplinary history as on the date of publication of this report. 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.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company. Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have
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HDFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INHO00002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is meant for sole use by the recipient and not for circulation. The information and opinions contained herein have been compiled or arrived at, based upon
information obtained in good faith from sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its
accuracy, completeness or correctness. All such information and opinions are subject to change without notice. This document is for information purposes only. Descriptions of any company or companies or their
securities mentioned herein are not intended to be complete and this document is not, and should not be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments.
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other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject HSL or its affiliates to any registration or licensing requirement
within such jurisdiction.
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distributed or published for any purposes without prior written approval of HSL.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their value or price, or the income derived from them. In addition,
investors in securities such as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk.

It should not be considered to be taken as an offer to sell or a solicitation to buy any security. HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail
and/or its attachments.
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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.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report,
including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or purchase or other
deals in these securities from time to time or may deal in other securities of the companies / organizations described in this report.

HSL 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.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from t 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 in the normal course of business.

HSL 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 HSL nor
Research Analysts 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. HSL may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or employee of the subject company. We have not received any
compensation/benefits from the subject company or third party in connection with the Research Report.

HDFC securities Limited, | Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022)
2496 5066
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Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.
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