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Ready for next leg of growth

After successfully selling out businesses (Australia generics in Jan’12 and
US Injectables in Feb’13) and distributing healthy dividends to
shareholders, Strides is focusing on building its base business in US,
Africa and Institutional tenders. Acquisition of Shasun Pharma (secured
supply chain) and Arrow in Australia (high margin business) will drive
scalability. Hence we expect the company to now focus on cash
generation/profitability to reduce high debt (due to M&A) and create

shareholder value.

We expect 58% EPS CAGR over FY15-17 and RoE to improve to 26%
in FY17 (15% in FY15). In FY18 (post integration), we expect
sustainable EPS growth of 25-30% with improving RoEs. Initiate with
BUY with TP of Rs 1,400 [Rs 1,346 for base business at 20x FY17 EPS
and Rs 54 for R&D (Stelis)].

¢
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Strides building steady base business in (1) US via limited but niche R&D (derma, soft-gels, efc); (2) Africa via

increasing local presence and branded business and (3) Institutional tenders in ARV, anti-malaria, Sovaldi. We note
Strides focus on profitability has led to improvement in EBITDA margin to 21% in FY15 from 17% in FY14. While
Strides has witnessed mixed response in US, we expect market share to improve with increasing portfolio/ pipeline

(20 ANDA filings in FY16 vs. 6 in FY15; 35-40 from FY17)

¢  Shasun merger (awaiting approvals) provides vertical integration benefits implying better cost synergies and scale to
strengthen Institutional and US business. Strides plans to improve Shasun’s profitability by shifting focus of its API

business from volume to value and forward integration. Also, since Strides outsources APl from third parties,

integration would help in de-risking given increasing USFDA issues in the sector

¢

Australia acquisition to improve margin and is expected to be EPS accretive from year 1 (higher EBITDA margin of

31% vs. 14-15%% of Strides+Shasun). While some pricing headwinds could restrict revenue growth, healthy margin

could continue given strong pipeline and site transfer of products to lower cost base in India

Financial summary (Consolidated)

Y/E March FY14# FY15 FY16E FY17E

Sales (Rs mn) 13,410 12,188 33,646 43,040
Adj PAT (Rs mn) 774 1,599 3,440 5,384
Con. EPS* (Rs) 46.0 70.6
EPS (Rs) 10.5 26.8 43.0 67.3
Change YOY (%) 328.0 220.2 60.4 56.5
P/E (x) 99.6 37.9 25.7 16.4
RoE (%) 4.1 14.9 23.1 25.9
RoCE (%) 7.3 13.9 16.0 17.2
EV/E (x) 28.0 27.0 15.2 10.0
DPS (Rs) 406.7 108.0 3.5 5.3

Source: *Consensus broker estimates, Company, Axis Capital

Note: # FY14 data is for 15 months

Prakash Agarwal Executive Director - Pharmaceuticals
prakash.agarwal@axiscap.in +91 22 4325 1147

Key drivers

(%) FY14 FY15 FY16E FY17E
Revenue growth 39 9) 176 28
Gross margin 47 54 53 54
EBITDA margin 17 21 18 20
Net Debt/ Equity (23) 16 170 105
Price performunce
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Axis Capital is available on Bloomberg (AXCP<GO>), Reuters.com, Firstcall.com and Factset.com
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Executive summary

Strides, affer successfully selling out businesses — (1) Australia generics to Actavis
in Jan ‘12 for USD 393mn (21x EV/ EBITDA) and (2) injectables to Mylan in
Feb 13 for USD 1,750mn (23x EV/ EBITDA) — has focused in building its base
business in the US, Africa and Institutional tenders.

Strides - small but moving fast in right direction with focus on profitability

¢ Regulated markets led by US

e 5% YoY growth in FY15; US saw 26% YoY

e US: limited but niche R&D focus : derma, soft-gels, etc )
Strides focus on

profitability in its
businesses has led
to improvement in

e Setup its own frontend in US and UK for better market share
e 2 USFDA approved formulations facilities — Bangalore and Milan

¢ Emerging markets: Focus on Africa’s branded generic (gx) markets

e Strong 41% YoY growth despite adverse currency movement

Increasing local presence in Africa (three-fourth share, remaining one-fourth
is India) - six manufacturing plants in Africa and employs 450 people

EBITDA margin to
21% in FY15 from
17% in FY14

e Focus to increase current 35% of revenue share in branded gx market
e porffolio of over 900 product registrations; pipeline of over 300 products to

be launched over 2014-2018

¢ |Institutional business: Need for vertical integration to scale up
e 16% YoY growth (half year impact of AMFM tenders)
e Antiretroviral (ARV) represents 67%; remaining by anti-malaria
e among the few WHO pre-qualified suppliers; among the seven pre-qualified
suppliers for the global fund-managed AMFM program (anti- malaria)

Shasun merger to strengthen key business segments

To strengthen its back-end manufacturing in institutional business and enhance R&D
pipeline in the US, it announced merger with Shasun in Sep’14 (approvals from
court, FIPB and RBI awaited) by diluting 26% equity. Approval process expected to
complete by Q2/Q3FY16; merger effective from 1 April 2015.

Shasun merger to ‘
secure Strides
supply chain (API)
for US and
Institutional
business

¢ US: Secures supply chain and enrich R&D pipeline
e Merged entity to leverage Shasun’s APl manufacturing capacities and align
focus with formulations portfolio and pipeline
e While Strides’ filings are in areas like derma, soft-gel, etc; Shasun has
modified release products
e As Strides outsources APl from third parties, integration with Shasun API

facilities would help in de-risking, given increasing USFDA issues
e Amongst the global leaders in Ibuprofen and key suppliers of Ranitidine and
Gabapentin; Shift in focus from volume to value and forward integration

¢ Institutional business: Vertical integration to provide scale and cost benefits

e Strides gets access to Shasun’s USFDA/WHO-approved finished dosage
and APl plant (one finished dosage, two API, one CRAMS) which would
help it to scale operations

o Strides EBITDA margin in ARV business was low-to-mid teens owing to lack
of vertical integration — merged entity would see better EBITDA margin

e Technology available in-house to accelerate filings of DMF for the AP
required for institutional business (DMF filed for Tenofovir, Cycloscrine
already commercialised)

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com 2



/‘AXIS CAPITAL 01JUL 2015 Company Report

STRIDES ARCOLAB
PHARMACEUTICALS

Australia acquisition — to add scale with a focus on profitability

With three years of non-compete clause getting over, Strides announced acquisition

of Aspen’s Australia generic business in May ‘15 to add scale with a focus on

profitability.

¢ Strides announced acquisition of generic business of Arrow Pharma from Aspen
Australia  (revenue: USD 95 mn with EBITDA margins of 31%) for
~USD 300 mn (EV/sales: 3x; EV/EBITDA: 10x)

¢ While some pricing pressure could constrain margins, management expects the et
: : . o are, ’ Strides’ past
deal to be EPS accretive from year 1 (acquired business EBITDA margin is 31%

vs. 14-15% of Strides+Shasun).
¢ Also, Strides could site transfer majority of the products over next 12-18 months
and achieve significant material cost reductions (given its facilities are also

experience and
strong relationship
in Australia to help

approved by Australian regulators and lead time is lower) Arrow Pharma fo
: \ grow profitably

¢ Arrow owns IP for 70% of products in Australia. Strides could use these IP to file
in other emerging markets

¢ Rebuilds old management team with proven track record (Ascent) — as the
Arrow will be led by Dennis Bastas, the previous founder and CEO of Ascent

Exhibit 1: Scale-up in revenues via proposed Shasun merger and Arrow acquisition...

m Strides  ® Shasun W Arrow

10,000
’ Rs mn) 8,266
8,000 109
6,000
41%
4,000 2,600
2,000 °
0
Q1'15 Q4'15
Source: Company
Exhibit 2: ...resulting in higher share in regulated and API/CRAMs business
m APl and CRAMs m Emerging markets
B Institutional Business B Regulated markets
10,000
(Rs mn) 8,266
8,000
42%
6,000
4,000 2 600 12%
' 15%
2,000 1002 [V
780 30% 31%
0 28%

Q1'15 Q4'15

Source: Company

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com 3
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Strides — building businesses with focus on profitability

Strides focus on improving profitability via improving product mix and market mix
across its key businesses — regulated market (driven by the US), Africa (driven by
branded generics) and institutional (driven by anti-malaria tenders) has led to
improvement in gross margin. Thus despite increase in front-end costs and R&D
expense, Strides has seen EBITDA margin expansion (see Exhibit 3).

Exhibit 3: Sharp improvement in margin given focus on improving product/market mix

(Rs mn) FY14* FY15
Revenue 13,410 12,188
% growth 39 (9)
Gross margin (%) 47 54
EBITDA 2,234 2,519
EBITDA margin (%) 17 21
PAT 774 1,599
% growth 531 106

Source: Company Note: * FY14 data is for 15 months

Regulated market (~35% of FY15 revenues): Strides plans to expand US (26% of
FY15 revenues) and UK (14% of FY15 revenues) in regulated generics markets
given its own front-end. While Strides grew 5% YoY in FY15 revenues to Rs 4.2 bn,
its US revenues grew 26% YoY to Rs 1.1bn (USD 18mn).

US: Small but moving fast, in right direction: We note that Stride’s ex-injectable
filings had lagged focus as Strides was building an injectable portfolio (Ajila) which
was divested to Mylan for USD 1.75 bn in Feb’13. Post Agila sell-off, Strides was
left with sales of <USD 15 mn (cumulative ANDA filing of 23, 14 approved). Also,
the company had no frontend in US and was distributing through partners
like Alvogen.

Over the past two years, Strides has renewed its focus on US (ex-injectables).
Investments have been towards three aspects — set-up of own front-end, enhancing
R&D pipeline and manufacturing:

¢ Setup of own frontend: Strides has bought back most of its partnered products
(through the money received from Agila sale) and set up its own front-end and
migrated all products (except Vancocin) to own distribution. This provides the
company better understanding of the demand-supply situation and pricing
scenario. While Strides has witnessed a mixed response in gaining market
share in the US, we expect it to improve with increasing portfolio/ pipeline (as
the company expects to increase ANDA filing from 6 in FY15 to 20 in FY16
and over 35-40 from FY17).

¢ R&D capabilities: Strides has commissioned a new generics R&D facility
(at Bengaluru). Management's focus is on creating a portfolio of niche products.
Current portfolio/pipeline mostly has derma, soft-gels, Para IVs, etc., where
competition is limited.

¢ Manufacturing — vertical integration, maintaining ¢cGMP compliance: Strides
has two USFDA approved plants — Bengaluru (India) and Milan (ltaly) - with
capabilities in soft/hard gelatin capsules, tablets, sachets, semi solids (derma
products), and creams. While Milan (specialty dermatology) facility has been
recently approved (Sep’13), the Bengaluru facility was re-inspected in April’14

01JUL 2015 Company Report
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Strides to focus on
improving
profitability via
improving product
mix and market
mix across its key
businesses

While Strides has

witnessed a mixed
response in the
US, we expect
market share to
improve with
increasing

wrtfolio/ pipeliieJ

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com



/‘AXIS CAPITAL 01JUL 2015 Company Report

STRIDES ARCOLAB
PHARMACEUTICALS

without any Form 483 observations. Both these plants are operating at 60-70%
utilization and can support manufacturing requirements for medium term,
limiting capex needs.

While approvals have started, execution in gaining market holds the key
Strides currently has 17 products in market with revenue of USD 18 mn in FY15; 17
ANDAs are pending approval (6 ANDAs filed in FY15, including 2 FTFs).
Management's focus is on creating a portfolio of niche products. Current
portfolio/pipeline mostly has derma, soft-gels, etc., where competition is limited

¢ Vancomycin: Largest product for Strides in US (antibiotic; ~USD 10 mn annual ~ :
revenue for Strides). Strides got approval three years back (Apr'12) and Vancomycin and
markets through partner (Alvogen). Strides was able to quickly ramp up market  : Methoxsalen (both
share (currently ~50%) despite 3-4 peers. We believe this was partially led by

soft gels) are key
soft-gel technology being niche and partly strong supply management

: products for Strides
¢ Methoxsalen (Oxsoralen): Another soft-gel approval for Strides (Jun ‘14). in US with strong
Methoxsalen is a derma product indicated for Psoriasis. Strides currently market share
distribute the product through its own front-end. Strides was first generic enfrant

and has quickly garnered 29% market share (May '15) within 3-4 months of
launch. It was able to maintain market share despite entry of second
generic entrant

¢ Lamivudine; Zidovudine (Combivir): Strides has recently received approval for
gCombivir (May’15). Combivir (USD 120 mn annual market) is an ARV
indicated for HIV AIDS. Strides is the sixth generic entrant (Lupin, Aurobindo
and Teva being market leaders). We expect this could be a decent opportunity
for Strides (annual revenue: USD 3-4 mn; assuming 25% rebate/discount and
4-5% market share) given limited competition

Exhibit 4: Product approvals in niche segments; market share gains has seen mixed response due to small portfolio
potential
revenues treatment

(annudlised)

IMS Revenue existing

(USD mn)  competition

Earlier
4/11/2012  Vancomyein 332 4 Jaqp AukeiceGempediva ke 4851%
- Capsule

FY15
6-Jun-14 Methoxsalen 14 0 2.5 Derma - psoriasis - soft gels 29.3%
25-Jun-14 Imiquimod 140 7 1.1 derma - cream from ltaly facility 1%
23-Jul-14 Tacrolimus 676 6 4.2  Immuno suppressant
26-Aug-14 Buspirone 65 8 1.8 Anxiety -
16-Dec-14 Calcitriol 50 4 1.4  Vitamin D capsule 3-4%
FY16
15-Apr-15 Polyethylene Glycol 20 na 0.6 Bowel clearance

Lamivudine and . .
15-May-15 Zidovudine Tablefs 120 5 3.4 Antiretroviral
Source: Bloomberg, USFDA, Axis Capital
Exhibit 5: Strides is expected to monetize couple of large opportunities in US in the near to medium term
Brand Molecule Revenue (USD mn) Patent exclusivity Potential launch Existing competition
Avodart (GSK) Dutasteride 500 20th Nov' 15 2HFY16/1HFY17 1 FA (Barr), 7 TA
Lovaza (GSK) Omega 3 850 10th Apr' 17 2HFY16 3

Source: USFDA, Axis Capital

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com 5
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Emerging markets (~33% of FY15 revenue): Robust growth

Strides emerging market business has presence in India (one-fourth of revenue) and
Africa (three-fourth). The company’s focus is on having product portfolio of local
relevance supported by regional manufacturing hub and distribution/marketing
team in Africa. Over the past 7-8 years, Strides has built a reasonable presence in
Africa (with six manufacturing facilities in Africa). Also, the company targets
Russia/CIS and MENA/Gulf countries as future markets. Strides reported revenues
of Rs 4.1 bn in FY15 (+41% YoY) despite adverse currency movements.

Africa: Building strong local presence to grow branded generics business
Strides Africa has footprints across 27 Sub-Saharan African countries and emerging
markets with focus on branded generic pharmaceutical and OTC products. It has a
comprehensive portfolio of over 900 product registrations across these markets and
a robust pipeline of over 300 products that will be launched over 2014-2018.
Product selection is skewed towards non-price sensitive therapeutic segments - life
threatening, lifestyle, life longevity and women’s healthcare with focus on
identifying unmet needs and providing product solutions. 35% of the revenue is
derived from highly profitable branded Rx business and the balance from the
generics business.

Strong local presence: Strides has six manufacturing plants in Africa and employs
450 people in Africa across manufacturing, scientific affairs, sales and marketing,
and back office support. Functionally, the business has three regions - (a) West
Africa — Nigeria, Ghana, (b) French Africa — 10 French-speaking countries and -

(c) Other Africa — other African countries. The French African business, which is a Local 1

mix of branded, generic and opportunistic business, is the fastest growing and most .
manufacturing

presence to benefit
- preferential local
treatment such as
government
buying, price
advantage, tax

profitable business. Strides continued strong performance in French Africa through
significant investments in sales force, headcount up 60% over last year and sales
from newly-commissioned manufacturing facilities.

Branded generics: Strides is increasing focus in branded business from predominant
generic business. Strides aims to expand field force to 1,000 people over next 5-6
years (from 220 currently). Also, the company aims to increase field force

productivity to USD 100,000 (from USD 85,000 - 90,000 currently) through concessions, and
continuous training inputs, sales force automation tool, high quality sales and regulatory fast
promotion and engrossed doctor engagement. \ tracking

Generics and manufacturing business: Strides, over the years, has built a strong
local business driven by basic principle of “in Africa, for Africa”. This business
depends on capacity availability and price sensitivity. Thus, Strides has built local
manufacturing presence in key geographies to benefit from FDI-related preferential
local treatment such as government buying, price advantage, tax concessions, and
regulatory fast tracking. Also, the company has set up its own subsidiary to reduce
the distributor level. Strides aims to utilize in house procurement expertise and
preferential raw material supply from group companies so as to manufacture quality
generics at low costs. Also, generics business enhances visibility of Strides’ label
(among medical profession and consumers) leading to stronger brand equity.

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com 6
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Africa market: CAGR at 15-16% over 2003-13

Africa’s pharma industry has witnessed CAGR of ~15-16% over 2003-13 to reach
USD 20.8 bn in 2013 (USD 4.7 bn in 2003). As per the industry, the market will
be worth USD 40-65 bn by 2020. The growth is being driven by three key factors
(refer exhibit 6):

¢ Urbanization: Africa’s population is undergoing a massive shift. By 2025, 40%
of economic growth is expected to come from 30 cities with population of
>2mn; of which 22 cities will have GDP in excess of USD 20 bn. These cities
enjoy better logistics infrastructure and healthcare capabilities and
urban households have more purchasing power and are quicker to adopt

Africa market
growth momentum
to continue given

modern medicines increasing
. . . urbanization led
¢ Increasing healthcare capacity: Over 2005-12, 70,000 new hospital beds, by few cifies
16,000 doctors and 60,000 nurses were added. Healthcare provision is Y .
driving GDP

becoming more efficient through initiatives such as Mozambique's switch to h
- : . _ r

specialist nurse anesthetists and South Africa’s use of nurses to initiate grow
antiretroviral drug therapy. The introduction of innovative delivery models is

increasing capacity still further

Exhibit 6: Strides maps out strategies to key attributes required to grow Africa business

Importance Stride's strateg

Focus on pockets of growth  Growth driven by specific cities Focus on West/French Africa
rather than counties

Build strong local teams Ramping up field force;

currently 220; expects fo
reach 500-600 in 3-4 years;
1000 in 5-6 years
Forge partnerships Market fragmented across many Forging local partnership for
countries/regulators; partner brings distribution, supplies
in expertise of local market

Address supply and Regulations are evolving, transport Has set up six local plants to
distribution challenges and logistics get pricing benefits and
infrastructure is patchy and lead preferential supplies

times can be long

Source: Industry, Axis Capital

¢ Changing business environment: Various local governments are supporting their
local industry. Governments have introduced price controls and import
restrictions to encourage domestic drug manufacture and tightened laws on
import, wholesale, and retail margins. They also require country-specific
labeling to reduce counterfeiting and parallel imports. We note pharmacy
chains are consolidating as horizontal and vertical integration is on the rise and
manufacturing is expanding. A flurry of mergers and acquisitions, joint
ventures, strategic alliances, partnerships and private-equity deals are further
expanding Africa’s markets.

India: Acquired growth, focused on select therapies

Strides made its entry into Indian retail market through the acquisition of Grandix
Pharmaceuticals Ltd (Rs 1 bn; 2x EV/sales). Grandix had a significant presence in
the South and Central India. Recently, Strides acquired domestic branded business
of Bafna Pharmaceuticals (FY14 revenue: Rs 246 mn; 2.6x EV/ Sales). Bafna
acquisition made Strides a pan-ndia player (barring a few north-east states,
Rajasthan and J&K). Also, it provided Strides with Raricap, the eighth-largest Oral
Haematinic segment brand in India with revenue of ~Rs 200 mn.

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com 7
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The current portfolio is focused on high growth areas of health supplements
(vitamin), women’s healthcare, anti-diabetic, etc. The company has two major
brands — “Renerve” (acquired from Grandix; in nutrients segment) and Raricap.

Exhibit 7: Focused on select therapies...

MAT (Rs mn) YoY growth % of Market share
Segment May'15  May'14 (%) revenue May'15
Nutrients 781 629 24 59 2.0%
Gynaecology# 351 382 (8) 26 1.7%
Anti-diabetic 67 54 23 5 0.2%
Pain 57 74 (23) 4 0.2%
Total 1,335 1,227 9 100

Source: Axis Capital, AIOCD: All Indian Origin Chemists & Distributors Ltd, Note: # Anaemia in pregnancy

Exhibit 8: ...driven by two key acquired brands

YoY growth
Brand Segment May'15 May'14 (%) revenue
Renerve Vitamins 672 548 23 50
Raricap Gynaecology# 318 334 (5) 24
Cognix Plus Vitamins 80 59 35 6
Iscept Anti-diabetic 29 29 1 2
Others 237 257 (8) 18
Total 1,335 1,227 9 100

Source: Axis Capital, AIOCD: All Indian Origin Chemists & Distributors Ltd, Note: # Anaemia in pregnancy

We expect growth to be driven by cross-selling of “Renerve” portfolio in new
geographies and leveraging expanded field force of 700+ (as part of Bafna
acquisition; pre-Bafna field force was ~400).

Institutional business (~32% of FY15 revenues): Building businesses

Strides sells HIV, malaria and tuberculosis medicines to Africa-based government
programs backed by large donor agencies like UNITAID, Global Drug Facility,
PEPFAR and Clinton Foundation, PFSCM, IDA, UNICEF, WHO, AMFm, GIZ, PAHO
and MSF. ARVs contribute ~67% of its institutional revenue while anti-malarial
drugs contribute balance. Strides’ institutional business reported FY15 revenues of
Rs 3.9 bn (+16% YoY). While antiretroviral business delivered a flat performance,
growth was driven by first full year of anti-malarial business (despite delay in orders
due to change in procurement mechanism).

ARVs: The company has 18 PEPFAR (President's Emergency Plan for AIDS Relief)
filings (17 tentative approvals) and over 555 dossiers globally, with 360 product
registrations in more than 50 countries including Africa, LatAm and Asia. Oral
dosage facility in India (at Bengaluru) is pre-qualified by WHO and USFDA (for
ARVs under the PEPFAR program).

Anti-malaria: Strides is among the few WHO pre-qualified suppliers and among the
seven pre-qualified suppliers for the global fund-managed AMFM program for the
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~75% of India
business driven
by 2 brands -
Renerve and
Raricap
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arthemeter+lumefantrine (Al) combination drug. Oral dosage facility in India
(at Bengaluru) is pre-qualified by WHO. We expect anti-malarial business to drive
growth in FY16 as Strides has won 15-20% quota in last AMFM tender (Sept “14)
worth ~USD 160-170 mn; supplies begun in Q3FY15 (FY15 revenue: Rs 1.2 bn).
Sovaldi (Sofosbuvir)- expect slow ramp-up
Strides is one of the seven licensees (along with Cadila HC, Cipla, Hetero, Mylan,
Ranbaxy/Sun Pharma, Sequent) of Gilead's blockbuster hepatitis-C drug Sofosbuvir
(for a royalty payment) in 91 developing countries that have a patient population of
almost 100 mn. Sofosbuvir was approved under the trade name Sovaldi by the
USFDA in Dec ‘13 and by the European Commission in Jan ‘14, and is on track to
become one of the best-selling drugs in the world (sales of USD 10.3 bn in 2014).
In the US, Gilead sells the drug at USD 84,000/treatment of 12 weeks (i.e. USD
1,000/pill). The company has been following differential pricing across countries; it
recently inked a deal to sell the 12-week course at ~USD 51,000 in France and at
USD 900 in Egypt.
Strides targets to launch the product in key emerging markets of Indonesia, Egypt,
India, Pakistan, and Bangladesh, which have a total patient population of ~50 mn.
It has already applied for own product in India (expects to get approval in
2-3 months) and is in process to file in other markets. Meanwhile, Strides is
marketing Natco’s drug, which has been launched in India.
We expect slow ramp-up (largely based on penetration in key markets, launch
timing and price erosion). We believe Strides could reach annual run-rate of
USD 20-25 mn over the next 5-6 years. Key assumptions: 10-25% price erosion,
0.6%-1.5% penetration, 10% market share in India; 1-4% market share in other
markets; 8% royalty to Gilead. Refer exhibit 9 for details.
Exhibit 9: Key assumptions used for forecasting upsides from Sofosbuvir opportunity
FY16 FY17  FY18 FY19 FY20 FY21
Price discount (%) 10.0 15.0 20.0 20.0 25.0 25.0
Penetration (%) 0.6 0.7 0.8 1.0 1.2 1.5
Strides Rx (%) :
Direct presence 5.0 8.0 10.0 10.0 10.0 10.0 We expect slow
Partnered presence - 1.0 1.5 2.5 3.0 4.0 ramp-up from
Revenue 27 71102 160 198 293 Solvaldi
Direct presence 2.7 4.8 6.4 8.0 9.0 11.3 : opportunity given
Partnered presence - 24 3.8 8.0 10.8 18.0 low penetration
Revenue attributable to Strides 27 6.7 9.5 14.4 17.6 257
Direct presence 2.7 4.8 6.4 8.0 9.0 11.3
Partnered presence - 1.9 3.1 6.4 8.6 14.4
Royalty to Gilead 0.2 0.6 0.8 1.3 1.6 23
Total revenue (USD mn) 2.5 6.1 8.7 13.1 16.1 23.3

Source: Axis Capital

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com 9
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Key collaborations to drive growth
¢ Agreement with Gilead Sciences to bring generic Sofosbuvir (Sovaldi) and
Harvoni to 91 developing countries and expanded to include Investigational
Pan-Genotypic Agent
¢ Agreement with Gilead Sciences to manufacture and distribute Tenofovir
Alafenamide (TAF) based HIV treatments in 112 developing countries
¢ Collaborated with Medicines for Malaria Venture (MMV) for the development of
rectal artesunate for pre-referral treatment of children with severe malaria
Stelis Biopharma
¢ Stelis Biopharma, set up in 2013, is a fully-owned subsidiary of Strides Arcolab
¢ |t is developing both ‘biosimilars’ and ‘novel biotherapeutics’ to a regulated
market (US/EU) standard for global markets and has an internal pipeline of
biosimilars, utilizing the latest bacterial and mammalian expression systems
¢ It has a pipeline of four molecules with focus on bone health (osteoporosis,
osteo-arthritis), ophthalmic and metabolic disorder — of which two products
have reached the animal toxicity study stage
¢ Stelis has seen strategic investment by GMS Holdings of USD 21.9 mn for a
25.1% stake (awaiting FIPB approval)
¢ Strides and GMS together will invest USD 53.4 mn over the next two years
Exhibit 10: Strides journey into biopharma R&D so far...
. Collaboration with Pieris
. JV with Pfenex Inc. to Rebranded =
Acqu.lrgd K develop, manufacture and Biotech AG, |FOA': cg-dﬁvekloprréent of
'rer'lnoblplng stake commercialize initial pipeline business as :\hove n:!co n- |Cc||se'd
in Indlopro of 6 biosimilars for global 'STELIS’ erapeutics worldwide

market

Mar Apr Oct Nov Dec Dec

2013 2013 2013 2013 2013 2014
Acquired 70% Build-lease agreement  Acquired Insulin assets ~ Malaysian Industrial Stelis Biopharma
stake in Inbiopro with Malaysian Bio- of Elona Development begins construction of
to mark entry into XCell for establishment Biotechnologies Authority approves Multi-product
Biologics of customized biotech 10-year tax holiday  Biologics facility at

facility located in Johor for STELIS Malaysia  Bio-Xcell

Biotechnology Park,
Johor, Malaysia

Source: Company

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com 10
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Shasun merger: Vertical integration and stronger R&D pipeline

In Sep '14, Strides announced a merger with Shasun Pharma in a share swap deal
— five equity shares of Strides for every 16 equity shares held by it in Shasun
implying equity dilution of 26% for Shasun. Shasun merger (awaiting approvals)
has the following benefits:

e Provides vertical integration benefits implying better cost synergies and scale to
strengthen institutional and US business

e Helps to improve Shasun’s profitability via shifting focus of its APl business from
volume fo value and forward integration through Strides product selection

e Also, since Strides outsources API from third parties, integration with Shasun API
facilities would help in de-risking given increasing USFDA issues in the sector

Vertical integration in institutional business: Shasun API facilities would not only
provide cost benefits but also aid scale-up. Strides EBITDA margin in ARV business
was low-to-mid teens owing to lack of vertical integration. We expect this to be now
in line with peers (see Exhibit 11). Also, Shasun has a strong DMF portfolio
(Tenofovir, Cycloserine, etc.) which complements Strides’ ARV business. Strides
could also leverage Shasun’s strong DMFs (43 commercialized and 23 under
development). Merged entity can leverage the portfolio to forward integrate into

formulations portfolio.

Exhibit 11: Merged entity to benefit from vertical integration Strides lower
Vertical Infegration : EBITDA margin in

Aurobindo Vv vv ARV business

Aspen v x owing to lack of

Cipla v v vertical integration

Hetero v v is likely to recover

Mylan vv vv :

Strides v X

Strides + Shasun v v

Source: Company

De-risked business model with significantly enhanced operational infrastructure:
Merged entity has three USFDA approved formulations facility (Strides: 2;
Shasun: 1) and two API facilities (of Shasun), which would help de-risk the business

model and provide spare capacity. Also, the merged entity would have a wider Since Strides

R&D base (300 scientists of Shasun; 110 of Strides). outsources API
from third parties,

Exhibit 12: Merged entity to have significantly enhanced infrastructure integration with

Strides Shasun Merged entity Shasun API

Formulation Development R&D Scientists 110 106 216 facilities would

Process Chemistry R&D Scientists - 187 187 he|p in de_risking

Manufacturing and other employee 2,100 2,100 4,200 given increosing

FDF facilities — USFDA approved 2 1 3 USFDA issues

AP facilities — USFDA approved - 2 2 :

CRAMS facilities — USFDA approved - 1 1

Emerging market facilities 6 6

Source: Company

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com 1
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Rich pipeline of formulations portfolio in regulated markets: The merged entity has
17 approved ANDAs (29 pending approvals). This includes 12 ANDA filings from
Shasun. While Strides’ filings are in areas like derma, soft-gel etc., Shasun has
modified release products. The merged entity has ~114 products under
development which are niche filings with limited competition (in extended release,
SGC, creams/ointments and suspension areas). Also, the expanded portfolio would
facilitate front-end in the US.

Exhibit 13: Merged entity to benefit from enhanced regulated market portfolio/pipeline
USFDA filings

Approved Pending Pipeline Tofal Filing 2015

SGC 2 5 1 8
Extended Release - 2 32 34 1
Creams and Ointments 1 1 8 10 2
Suspension - - 6 6
oT1C 3 3 7 13 2
505 (b(2)) - - 1 1
FTF - 1 1 2 1
Other 11 17 58 80 11
Total 17 29 114 160 17
PEPFAR 16 2 - 18

Launched

Partnered

2
13

1

3
8 7
14 20

Source: Company; Note: SGC stands for Soft gels capsules

Exhibit 14: Merged entity to also have diversified revenue stream across geographies

GoneSorar
(June 2014)
) Emerging Regulated Institutional
markets brands Markets FDF CRAM Business
) Regulated 26% 16% 13% 18%
Derisked Markets FDF ’ : y
business 37% EmfrrglggF
roam markets
Zc?::ss API CRAMs  12%
: 25% Regulated
verticals 59% Markets FDF
Institutional API 26%
Business FDF 31%
_ 37%
0 i
Ausgizl)dsm O;EZFS . - Asia Pacific
. Global America Asia Pacific 4% 7% Global
Geographic Institutional 7% ] 13% Emergin Institutional
a||y Sales America markets Sales
diversified 37% Europe 34% E 28% 18%
revenue 21% ;Booze |
stream America
Emerging ) Europ 21%
Markets India 22%

27% 28%

Front ending presence in US, Africa, UK and India

Source: Company

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com

12



/‘AXIS CAPITAL 01JUL 2015 Company Report

STRIDES ARCOLAB
PHARMACEUTICALS

Multiple levers for margin expansion: Strides expects to improve margins via
shifting focus of its APl business from volume to value and forward integration.

Exhibit 15: Weak portfolio results in lower gross margin and higher operating costs

(Rs mn) FY13 FY14 FY15

Revenue 10,848 12,127 13,166

% growth 2 12 9 : ,

Gross margin (%) 50 50 48 Shasun’s weak
Staff cost 1,866 2,163 2,364 gross margin and
% of revenue 17 18 18 higher overheads
Othefr expenses 2,351 2,663 2,852 : has led to |OW

% of revenue 22 22 22 : .
EBITDA 1,172 1,191 1,145 EBITDA margin
EBITDA margin (%) 11 10 9

PAT 532 332 208

% growth (54) (38) (37)

Source: Company

Exhibit 16: Shasun has started witnessing margin recovery

mmm FBITDA  —0— EBITDA margin (RHS)

500 %) 16
(Rs mn) 1 12 1 1
400 12 .
300 : Margin recovery
8 led by improved

200 profitability in UK
100 4 CRAMS and

o 0 formulations

growth seen in last

(100) (4) two quarters

QI'14 Q2'14 Q3'14 Q4'14 Q1'15 Q2'15 Q3'15 Q4'15

Source: Company

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com 13
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Australia: Re-entry into known market with leadership position

With three years of non-compete clause getting over (Ascent divesture to Watson in

Jan’12; for USD 393 mn; EV/ EBITDA: 21x), Strides in May ‘15 announced

acquisition of generic assets of Arrow Pharma — Aspen Australia (revenue: USD 95

mn with 31% EBITDA margins) for ~USD 300 mn (EV/ sales: 3x; EV/ EBITDA:

10x). Strides expects acquisition to be funded through debt and internal accruals.

Management expects the deal to be EPS accretive from year 1 of operations

(acquired business EBITDA margin is 31% vs. 14-15% of Strides+Shasun). We have

assumed consolidation of Arrow from 1¢ October 2015. Also, Aspen’s leadership

position (third-largest by market share; second-largest by portfolio range) and

Stride’s understanding of Australian market adds to business rationale.

Exhibit 17: Arrow Pharma enjoys high FY15 EBITDA margin Acquisition of high

FY15 revenue: USD 95 mn margin Australia
EBITDA : generic unit would
31% result in better

CoGS EBITDA; margin
45% : (17-18% vs.

: 14-15% for
Strides+ Shasun)

Other costs
16% |
Employee cost
8%

Source: Company, Axis Capital estimates

Strides gets ready platform in Australia

¢ Australian generic market (worth ~USD 700 mn currently) is highly
concentrated (~90% market share with the top-5 players) with high entry
barriers. Arrow Pharmaceutical (the acquired business) is one of the top-2

generic players by product range and top-3 generic players by value (Apotex is
No. 1 and Mylan is No. 2)

Exhibit 18: High concentration in Australia ‘s generic market (in terms of generic players and wht;lesnlers)

Generic market share (%)
Ranbaxy_, Dr Reddys

2 1 Other
Lupin

3

Wholesaler market share (%)

Apotex

Symbion
3 25
Amneal 34
8
Sandoz

16

Mylan

19 23

Source: Company

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com 14
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¢ Strong distribution network (third-largest by number of pharmacy customers;
preferred generic drug partner to Sigma, the largest pharmacy wholesaler by
market share in Australia)

¢ Strong portfolio and pipeline (149 commercialized molecules; additional 51
under development). Full product range ensures single supply relationship with
pharmacy; tail range of products provides sustainable profitability due to
low competition

¢ Access to established OTC brand — Chemists’ Own — Preferred OTC range in
20% of pharmacies in Australia with 51 products (95 SKUs)

¢ Rebuilds old management team with proven track record (Ascent) — as the
Arrow business will be led by Dennis Bastas, the previous founder and CEO of
Ascent and Andrew Burgess, ex-CFO of Ascent will be new CFO of Arrow

Focus remains on profitability despite ongoing pricing headwinds

¢ The recent 18% price cut by Pharmaceutical Benefit Scheme (PBS) is likely to
impact generic players by about 3% as major impact is expected to be felt by
pharmacies, as per management.

¢ While some pricing headwinds could constrain revenue growth, we expect
healthy margins to continue given strong pipeline and its ability to site transfer
majority of the products to lower cost base in India over next 12-18 months.

Exhibit 19: Strides has been able to buy Arrow at reasonable valuations (~10x EV/ EVITDA vs u'veruge of 12x)

24 | (x)
20.7
20
Average: 12x
15.9
16

11.3

IS
-
o
©
o
el
(6]
N
o

N [o0) N
B
O
I
o
«
N
@
N
I -

80 ‘Dg o] £ }O > _82 £ > O s O < O o» % O O%
2 S. o 1S = 5 2 o = = T B < 2 9 5 IS
TQU ~ g £ X O © T T Ll O p g3 == o B §> o .= 8—
= O O o £ < 3 C; ~ - > —C_S Eé() ‘e > c O T £ .9{
52 =T 52 g8 < S s s& < 5 £3 BL& O
= O = . o0 —
3 5 @ - o5 < ~
A o

Source: Company

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com 15
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Management focused on creating shareholder value

Management has focused on creating shareholder value and distributing the gains
amongst the shareholders.

¢ Strides has distributed Rs 605/sh (USD 655 mn) over FY14 and 15

¢ Strides expects to get USD 60-70 mn from tax escrow (out of USD 100 mn) by
Dec 2017 and another USD 40 mn if remedial costs at Agila facility is within
USD 60 mn (already provisioned) over next 6 months

Exhibit 20: Significant amount paid as dividend to shareholders from the Agila sale proceeds

USD mn Axis Comments

Deal value (including USD 250 mn of contingent payment) 1,850

Forfeited amount (100)

Net deal value 1,750

Remedial measure cost charged off 60  To meet remedial measures at Bengaluru injectable facility

Asset buy-back from partners/ JVs 90 'I?/;J;/l-ck::ck of IPs, distribution rights etc. from partners/JVs to be given fo

Regulatory escrow 40 Maintained by Mylan; to meet remedial measure costs over and above
USD 40 mn; management expects some refund from this escrow as well

Debt repayment 300

Tax payment 180-200

Dividend payment (in two tranches) 655 Rs 605 (500+105) per share

Cash retained 100

Others (payment to employees, transaction cost efc.) 200-225

Source: Company

Exhibit 21: Strides key management has significant work experience

Name Designation Background

Mr. Arun Kumar Founder & Group CEO Managing Director since inception in 1990

Mr. Badree Komandur CFO & Company Secretary Joined Strides in Mar-2010; over 20 years of experience
Mr. Mohan Kumar CEO - Pharma Joined Strides in May-2013; over 33 years of experience
Mtr. Sinhue Noronha CEO - Africa Operations Joined Strides in Apr-2010; over 34 years of experience

M:r. Subroto Banerjee President — Brands India Joined Strides in Mar-2012; over 28 years of experience
Mr. Joe Thomas CEO, Stelis Biopharma Joined Strides in Jan-2012; over 31 years of experience

Source: Company

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com 16
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Financials and Valuations
Exhibit 22: Key revenue assumptions
(Rs mn % of FY16 FY15 FY16E FY17E FY18E
Regulated markets 35 4,255 11,700 17,145 20,359
Regulated markets (USD mn) 70 188 272 317
us 14 1,092 4,874 6,575 8,654
US (USD mn) 18 78 104 132
EU 6 1,634 2,017 2,215 2,512
EU (USD mn) 27 32 o) 38
UK 2 612 749 907 1,132
UK (USD mn) 70 72 74 17
Australia and others 12 917 4,060 7,447 8,061 :
Australia USD mn) 15 65 118 123 US, Africa and
Australia are key
Emerging market 16 4,070 5,291 6,484 7,661 : focus markets
India 4 1,000 1,300 1,495 1,674 :
Africa 12 3,070 3,991 4,989 5,987
Institutional business 14 3,865 4,808 6,019 7,368
ARV 9 2,642 2,906 3,342 3,843
Sovaldi 0 - 155 384 567
Anti-malaria 5 1,223 1,747 2,293 2,957
APl/ CRAMS 88 11,080 12,624 14,228
AP 21 7,185 8,196 9,191
CRAMS 12 3,895 4,428 5,037
Crams APl UK 10 3,377 3,884 4,466
Others 2 766 769 773
Total sales 100 12,190 33,646 43,040 50,389
Source: Company, Axis Capital; Note — assumed Shasun merger effective from 1st April 2015 and Arrow consolidation
from 1st October 2015 for our financial projection
Exhibit 23: Acquisition of Arrow to improve consolidated EBITDA margins...
——Strides+Shasun  —a— Consolidated
22
(%) 205 21.0
20 19.3
Sharp
18 improvement in
EBITDA margin
16 from FY17 due to
full year impact of
14 Arrow Pharma

FY15 FY16E FY17E FY18E

Source: Company, Axis Capital

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com 17
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Exhibit 24: ... but it has also increased its consolidated net debt (proforma FY15)

30
(Rs bn)
25
20
15
10

5 1.8

O O
Strides

m Strides  m Shasun

8.4

Strides+Shasun

H Arrow

27.6

Consolidated
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Inorganic growth
has led to spike in
debt; high gearing
(from 0.2x in FY15
to 1.7x in FY16E)

Source: Company, Axis Capital

Exhibit 25: Return ratios to improve significantly

30 | (%)

25

20

15
15

10

—0—RoE  —0O—RoCE (RHS)

26
23

0 | 22

21
18

14

FY15

FYT6E

FY17E

10
FY18E

Strides focus on

cash generation/
profitability would
help in reducing its

high debt and

improve RoCE
L |

Source: Company, Axis Capital

Exhibit 26: In a sweet spot — Strides stands out on RoE-earnings growth profile

60

50 -

40 -

30 A

20 -~

FY15-17E EPS CAGR (%)
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SUNP

| J
IPCA

DRRD

-y,
Ve . ‘3
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®
ALPM

15

20

25 30
FY17E RoE (%)

35 40

Source: Bloomberg, Companies, Axis Capital

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com
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Given expectations of strong EPS CAGR and improving RoE/ RoCE, we value
Strides with a target price of 1,400/sh (Rs 1,346 for base business valued at 19x
FY17 EPS and Rs 54/ sh for 74.9% stake in Stelis R&D unit. With 26% upside, we
initiate coverage with BUY.

Key risks
¢ Higher-than-expected pricing impact on proposed Australia generics acquisition
¢ Regulatory overhang given increasing USFDA issues

Exhibit 27: Valuation snapshot — High EPS growth and improving RoEs warrants premium to mid-cap sector average

MCAP  CMP TP Upside EPS (Rs) EPS CAGR P/E (x)
(USD bn) (Rs) (%) FY15 FY16E FY17E FY]5_](Z5 FY16E FY17E

Lupin (LPC) 13.4 1,887 1,940 3 54 63 78 20.1 30 24 30.2 27
Dr. Reddy's (DRRD) 9.5 3,551 4,000 13 130 146 182 18.2 24 20 21.9 22
Cipla 7.8 616 630 2 15 20 27 36.5 31 22 11.2 16
Sun Pharma (SUNP) 33.1 874 1,025 17 18 32 41 49.6 27 21 17.6 23
Large Cap 35.1 28 22 19.1 22
Cadila (CDH) 58 1,797 1,909 6 57 70 91 26.8 26 20 28.9 29
Alembic (ALPM) 2.0 663 520 (22) 15 20 25 28.4 33 27 36.3 35
Glenmark (GNP) 4.4 994 960 (3) 29 35 46 27.2 28 21 25.9 27
Aurobindo (ARBP) 6.7 1,450 1,550 7 55 68 86 24.6 21 17 36.1 31
IPCA 1.4 710 685 (3) 20 29 43 46.0 24 17 12.0 19
Strides (STR) 1.0 1,111 1,400 26 27 43 67 584 26 17 129 24|
Mid Cap 27 24 18 28 28
Generics Avg 33 27 21 21 24
Others

Divi's Lab (DIVI) 39 1,876 2,025 8 66 84 107 27 22 18 27 30
GSK Pharma (GLXO) 4.4 3,325 3,005 (100 50 69 88 33 48 38 27 40

Source: Bloomberg, Companies, Axis Capital, Prices as on June 30, 2015

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com 19
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Financial summary (Consolidated)

Profit & loss (Rs mn)

Y/E March FY14# FY15 FY16E FY17E
Net sales 13,410 12,188 33,646 43,040
Other operating income

Total operating income 13,410 12,188 33,646 43,040
Cost of goods sold (7,147) (5,605) (15,920) (19,774)
Gross profit 6,263 6,584 17,725 23,267
Gross margin (%) 46.7 54.0 52.7 54. 1
Total operating expenses (4,029) (4,065) (11,657) (14,463)
EBITDA 2,234 2,519 6,068 8,804
EBITDA margin (%) 16.7 20.7 18.0 20.5
Depreciation (565) (640) (1,167) (1,317)
EBIT 1,669 1,878 4,900 7,486
Net interest (1,089) (47 4) (1,209) (1,534)
Other income 602 541 540 680
Profit before tax 1,183 1,945 4,232 6,633
Total taxation (409) (352) (791) (1,248)
Tax rafe (%) 34.5 18.7 18.7 18.8
Profit after tax 774 1,593 3,440 5,384
Minorities

Profit/ Loss associate co(s) 6

Adjusted net profit 774 1,599 3,440 5,384
Adj. PAT margin (%) 5.8 13.7 10.2 12.5
Net non-recurring items (3,102) (1,197)

Reported net profit (2,328) 401 3,440 5,384
Balance sheet (Rs mn)

Y/E March FY14i# FY15 FY16E FY17E
Paid-up capital 596 596 796 796
Reserves & surplus 9,473 10,853 17,517 22,411

Net worth 10,825 11,636 18,500 23,393

Borrowing 2,666 8,923 28,169 23,776
Other non-current liabilities 313 352 468 499
Total liabilities 20,990 24,877 58,412 59,409
Gross fixed assets 9,073 11,899 40,270 41,420
Less: Depreciation (3,528) (4,168) (10,076) (11,393)
Net fixed assets 5,545 7,731 30,194 30,027
Add: Capital WIP 995 995 2,137 2,137
Total fixed assets 6,540 8,725 32,331 32,163

Total Investment 4,430 6,300 1,345 1,345
Inventory 1,760 2,077 6,841 7,775
Debtors 3,640 3,200 10,687 11,596
Cash & bank 2,311 1,469 1,993 1,218
Loans & advances 1,230 1,141 2,690 2,657
Current liabilities 7,187 3,966 11,275 11,740
Net current assets 1,890 4,731 11,435 12,042
Other non-current assets 943 1,154 2,027 2,118
Total assets 20,990 24,877 58,412 59,409

01JUL 2015 Company Report
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Cash flow (Rs mn)
Y/E March FY14# FY15 FY16E FY17E
Profit before tax 1,183 1,945 4,232 6,633
Depreciation & Amortisation (565) (640) (1,167) (1,317)
Chg in working capital (2,607)  (3,856)  (1,222)  [1,444)
Cash flow from operations (2,717)  (3,081) 3,386 5,258
Capital expenditure (4,880)  (2,491) [(1,150)  [(1,150)
Cash flow from investing 40,771 (4,361) 3,963  (1,150)
Equity raised/ (repaid 259
Debt raised/ (repaid) 1,436 86,257  (6,526) (4,393)
Dividend paid (32,689  (7,533)  [328)  [49])
Cash flow from financing (33,185)  (1,275) (6,854) (4,884)
Net chg in cash 4,869  (8,717) 495 (776)

Key ratios
Y/E March FY14# FY15 FY16E FY17E

OPERATIONAL

FDEPS (Rs) 10.5 26.8 43.0 67.3
CEPS (Rs) (23.8) 17.5 57.6 83.8
DPS (Rs) 4067  108.0 3.5 5.3
Dividend payout ratio (%) (1,292.2) 1,604.4 8.1 7.8
GROWTH

Net sales (%) 1.5 13.6 176.0 27.9
EBITDA (%) 77.7 409 1409 45.1
Adj net profit (%) 404.8 158.0 115.2 56.5
FDEPS (%) 328.0 220.2 60.4 56.5
PERFORMANCE

RoE (%) 4.1 14.9 23.1 25.9
RoCE (%) 7.3 13.9 16.0 17.2
EFFICIENCY

Asset turnover (x) 0.5 1.2 1.2 1.0
Sales/ total assets (x) 0.3 0.5 0.8 0.7
Working capital/ sales () - 0.1 0.2 0.2
Receivable days 79.3 116.8 115.9 98.3
Inventory days 46.0 78.4 90.5 82.9
Payable days 70.0 88.5 105.0 87.8
FINANCIAL STABILITY

Total debt/ equity (x) 0.2 0.8 1.9 1.1
Net debt/ equity (x) (0.2) 0.2 1.7 1.1
Current ratio (x) 1.3 2.2 2.0 2.0
Interest cover (x) 1.5 4.0 4.1 4.9
VALUATION

PE (x) 99.6 37.9 257 16.4
EV/ EBITDA (x) 28.0 27.0 15.2 10.0
EV/ Net sales (x) 4.7 5.6 2.7 2.1
PB (x) 6.5 5.8 4.9 3.8
Dividend yield (%) 36.6 9.7 0.3 0.5
Free cash flow yield (%) 0.6 (0.1) - 0.1

Source: Company, Axis Capital

Note: # FY14 data is for 15 months

Source: Company, Axis Capital Note: # FY14 data is for 15 months

Axis Capital is available on Bloomberg (AXCP<Go>), Reuters.com, Firstcall.com and Factset.com 20
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as to the accuracy, completeness or fairness of the information and opinions contained in this document

viii. This information is subject to change without any prior notice. The Company reserves the right fo make modifications and alternations to this statement as
may be required from time to time without any prior approval

ix. Subject to the disclosures made herein above, ACL, its offiliates, their directors and the employees may from time to time, effect or have effected an own
account fransaction in, or deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment
banking or other services for, or solicit investment banking or other business from, any company referred to in this report. Each of these entities functions
as a separate, distinct entity, independent of each other. The recipient shall take this into account before interpreting the document.

X. This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of
ACL. The views expressed are those of analyst and the Company may or may not subscribe to all the views expressed therein

Xi. This document is being supplied to the recipient solely for information and may not be reproduced, redistributed or passed on, directly or indirectly, to
any other person or published, copied, in whole or in part, for any purpose and the same shall be void where prohibited.

Xii. Neither the whole nor part of this document or copy thereof may be taken or transmitted into the United States of America (to U.S. Persons), Canada,
Japan and the People’s Republic of China (China) or distributed or redistributed, directly or indirectly, in the United States of America, Canada, Japan
and China or to any resident thereof.

xiii. The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document may come shall inform
themselves about, and observe, any such restrictions.

Xiv. Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or
consequential including but not limited to loss of capital, revenue or profits that may arise from or in connection with the use of the information.

XV. Copyright in this document vests exclusively with Axis Capital Limited.
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Axis Capital Limited

Axis House, C2, Wadia International Centre, P.B Marg, Worli, Mumbai 400 025, India.
Tel:- Board +91-22 4325 2525; Dealing +91-22 2438 8861-69;
Fax:- Research +91-22 4325 1100; Dealing +91-22 4325 3500

DEFINITION OF RATINGS
Ratings Expected absolute returns over 12 months
BUY More than 10%
HOLD Between 10% and -10%
SELL Less than -10%
ANALYST DISCLOSURES

1. The analyst(s) declares that neither he/ his relatives have a Beneficial or Actual ownership of > 1% of equity of subject company/ companies
2. The analyst(s) declares that he has no material conflict of interest with the subject company/ companies of this report
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