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OUT PERFORM Though Indoco Remedies Q1FY11 results were below our expectations,
CMP (Rs) 440.0 wecontinue to be bullish on the stock.
Recommendation BUY
52 week range Rs 523.0/ Rs 168.0 Net Sales for the quarter Q1FY11 increased by 13% to Rs 1114 mn against
Target Price 620.0 Rs 983.4 in Q1FY10. The growth was mainly driven by exports which reported
% Upside 40.9% growth of 28% over corresponding previous year quarter. Domestic sales
reported a growth of only 7% due to low prescription sales of brands like
Vepan and Febrex plus. A corrective measure has been taken and the
AEUSL S D T management is confident of 20-25% growth in domestic sales for FY11.
Market Cap Rs 5406.1 MN/$ 117.5MN Exports growth guidance is maintained at 30-35%.
EV / Sales 1.4
EV / EBIDTA 10.7
Volume(BSE-NSE) 23824.0 Change in products mix led to increase in raw material cost for the quarter
No of Shares ofs 123 and other expenditure increased due to notional forex loss of Rs 20 mn on
Face Value 10.0 account of revaluation of ECB at 46.5 Rs vs. 44.5 Rs in March 2010. Also the
Book Value 252.7 company is awaiting the approval from Goa ministry for change in electricity
BSE/NSE 532612/INDOCO  source, which in turn will lead to improvement in margins.
Bloomberg INDR IN Equity
Company expects the milestone payments to start from Q2FY11 onwards
from the WATSON deal. First ANDA has been filed in May2010 and further
Share Holding Mar-10 Jun-10 milestone payments will depend on future filings of ANDA's.
Promoters 60.5% 60.5%
Pu b_“C ] 24.5% 24.0% The company has signed a deal with US based Zumanta for manufacturing
::n”stltu tions 2;;/2 ?12(3)2//2 validation batches for an opthalmic product. Debt on Books as of 30th June
Corprates 1.9% 1.8% 2010 is Rs 950 mn including working capital loan of Rs 220 mn. Capex for
FY11 is expected to be Rs 930 mn.
The company has maintained its guidance of topline of Rs 5250 mn with
= EBIDTA margins of 18.5% for FY11.
. Ih.'ﬁ"l
- ) |'.I" I.'-"ﬁﬂ_lr.,l Valuation:
j= i - —f At CMP of Rs 440, the stock currently trades at 8.4x FY11E earnings of Rs
J I.-"' VN 52.5 and 8.2x its FY12E earnings of Rs 53.6.
Jor™
mﬂ,ﬂu*-""" - e . s We continue to remain bullish on the stock and recommend BUYING the
_ | stock at current levels with a target price of Rs 620, a potential upside of
= 41%.
Year Net sales %Growth EBIDTA OPM (%) PAT %Growth EPS PE(X) RoE(%) RoCE (%)
FYO09 3,506.4 33.5 462.1 132 3144 45 256 17.2 11.3 9.8
FY10 3,982.8 13.6 530.7 13.3 4209 339 343 12.8 13.6 10.2
FY11 E 4,966.5 247 812.9 164 644.1 530 524 8.4 18.0 14.0
FY12 E 6,258.2 260 1,126.8 18.0 659.1 23 536 8.2 16.1 191

Dalal & Broacha Research is available on Bloomberg DBVS <GO>.
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Particulars Q1FY11l Q1FY10 %Change FY10 FY09 %Change
Gross Sales 11245 9925 13.3%  4023.6 3552.6 13.3%
Less: Excise Duty (20.7) (9.1) 17.6% (40.2) (46.2) -12.9%
Net Sales 1113.8 983.4 13.3% 39834 3506.4 13.6%
Other income 14.9 22.9 -34.9% 48.3 33.8 42.9%
Total income 1128.7 1006.3 12.2%  4031.7 3540.2 13.9%
Raw Material Consumed (413.2) (339.3) 21.8% (1490.2) (1186.3) 25.6%
Purchase of Finished goods (73.4) (63.7) 15.2% (252.2) (309.4) -18.5%
Employee Expenses (147.6) (129.4) 14.1% (564.2) (479.4) 17.7%
R&D and Other Expenses (303.8) (264.7) 14.8% (1144.7) (1069.1) 7.1%
Total Exp (938.0) (797.1) 17.7% (3451.3) (3044.2) 13.4%
PBDIT 190.7 209.2 -8.8% 580.4 496.0 17.0%
OPM (%) 16.9% 20.8% 14.4% 14.0%

Other Income 0.0 0.8 1.6 55

Interest (6.5) (9.3) -30.1% (29.1) (58.5) -50.3%
Depreciation (32.1) (27.9) 15.1% (121.0) (111.6) 8.4%
Profit before tax 152.1 172.8 -12.0% 431.9 3314 30.3%
Tax (3.9) (4.0) -2.5% (11.0) (17.0) -35.3%
Profit After tax 148.2 168.8 -12.2% 420.9 314.4 33.9%
Minority Interest 0.0 0.0 0.0

Forex Gain / (Loss) 0.0 0.0 0.0

Adjusted PAT 148.2 168.8 -12.2% 420.9 314.4 33.9%
NPM (%) 13.3% 17.2% 10.6% 9.0%

Adj. NPM (%) 13.3% 17.2% 10.6% 9.0%

EPS (Rs) 121 13.7 -12.2% 34.3 25.6 33.9%

Adj EPS (Rs) 121 13.7 -12.2% 34.3 25.6 33.9%
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INDOCO REMEDIES FINANCIALS
P&L (Rs mn) FY09 FY10 FY11E FY12E Cash How St. (Rs. mn) FY09 FY10 FY11lE FY12E
Net Sales 35064 39828 49665 6,258.2 Net Profit 314.4 420.9 644.1 659.1
Add: Dep. & Amort. 111.6 121.0 143.6 164.0
Raw materials (1,495.7) (1,739.1) (2,160.4) (2,722.3) Cash profits 4259 5419 7877 8231
Employee costs (479.4) (564.6) (705.8) (882.2)
Other Expenses (1,069.3) (1,148.4) (1,287.4) (1,526.8) (Inc)/Decin
Costof sales (3,044.3) (3,452.2) (4,153.6) (5,131.4) -Sundry debtors 74.3 96.1 (1814) (197.4)
-Inventories (815) (168.2) (66.3) (197.5)
Operating Profit 462.1 530.7 8129 11,1268 -Loans/advances (105.8) (120.1) (26.8) (28.1)
Depreciation (1112.6) (121.0) (1436) (164.0) -Sundry creditors (46.9) 1064 346 117.1
PBIT 350.5 409.7 669.3 962.8 -Others 6.3 90.8 136.9 62.5
Other income 39.3 50.6 54.5 59.3 Change in working capital (153.7) 51 (103.0) (243.4)
Interest (58.5) (29.1) (45.8) (33.9) CFfrom Oper. activities 272.3 547.1 684.7 579.7
Profit before tax 3314 431.3 678.0 988.2 CFfrom Inv. activities (299.4) (477.9) (500.0) (450.0)
Provision for tax (17.0) (10.4) (339) (329.1)
Reported PAT 3144 420.9 644.1 659.1 CFfrom Hn. activities 156.1 16.1 1402  (408.2)
Extraordinary ltems - - - -
Adjusted PAT 3144 4209 644.1 659.1 Cash generated/(utilised) 129.0 853 3248 (2785)
Cash at start of the year 161.2 290.2 3755 700.3
Cash atend of the year 290.2 3755 700.3 421.8
Balance Sheet FY09 FY10 FY11E FY12E Ratios FY09 FY10 FY11E FY12E
Equity capital 122.9 122.9 122.9 122.9 OPM 13.2 13.3 16.4 18.0
Resenes 26616 29822 34652 3,959.6 NPM 8.9 104 12.8 10.4
Net worth 27844 31051 35881 40825 Taxrate (5.1) (2.4) (5.0) (33.3)
Def. Tax Liab.+Minority Int. 230.0 2425 2432 249.8 Growth Ratios (%)
Secured loans 3994 569.6 869.6 619.6 Net Sales 335 136 247 26.0
Unsecured loans 1579 90.8 90.8 90.8 Operating Profit 8.0 14.9 53.2 38.6
Total debt 557.4 660.4 960.4 7104 PAT 45 339 53.0 23
CAPITAL EMPLOYED 35718 4,0080 4,791.7 5,042.6
Per Share (Rs.)
Gross block 23432 26759 31759 3,6259 Net Earnings (EPS) 25.6 34.3 52.4 53.6
Accumulated depreciation (583.9) (702.1) (845.7) (1,009.7) Cash Earnings (CPS) 34.7 441 64.1 67.0
Net block 1,7594 11,9738 2,330.2 2,616.2 Dividend 5.2 6.9 131 134
Capital WIP 162.8 305.3 305.3 305.3 Book Value 226.6 252.7 292.0 332.3
Total fixed assets 19222 22791 26355 29215 Free Cash Flow (2.2) 5.6 15.0 10.6
Goodwill
Investments 0.2 0.2 0.2 0.2 Valuation Ratios
Inventories 524.8 693.0 759.3 956.7 P/E(X) 17.2 12.8 8.4 8.2
Sundry debtors 1,003.3 907.1 11,0886 11,2859 P/B(X) 1.9 1.7 15 13
Cash & bank 290.2 3755 700.3 421.8 EVIEBIDTA(X) 12.3 10.7 7.0 51
Loans & advances 4151 535.2 562.0 590.1 EVISALES(X) 16 14 11 0.9
Other current assets - - - 1.0 Div. Yield(%) 12 16 3.0 3.0
Sundry creditors (309.1) (4155) (450.1) (567.2) FCF Yield(%9) (0.5) 13 34 24
Acceptances (2124) (221.0) (265.3) (318.3)
Provisions (63.9) (146.1) (238.7) (248.2) Return Ratios (%)
Working capital 16480 11,7281 2,1560 2,1209 ROE 11.3 13.6 18.0 16.1
Deferred Tax Assets - - - 1.0 ROCE 9.8 10.2 14.0 19.1
Miscellaneous exp. 14 05 - -
CAPITAL DEPLOYED 35718 4,0080 4,791.7 5,043.6

This document has been prepared and compiled from reliable sources. While utmost care has been taken to ensure that the facts stated are accurate and opinions given are
fair and reasonable, neither the Company nor any of its Directors, Officers or Employees shall in any way be responsible for the contents. The Company, its Directors, Officers or
Employees may have aposition or may otherwise be interested in theinvestment referred in this document. This is not an offer or solicitation to buy, sell or dispose off any securities
mentioned in this document.
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