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Strides Shasun --------------------------------------------------------------- Maintain OUTPERFORM 
Strong outlook driven by Lovaza and Renvela supplies in the near term EPS: ▼ TP: ▼ 
Chunky Shah / Research Analyst / 91 22 6777 3872 / chunky.shah@credit-suisse.com  
Anubhav Aggarwal / Research Analyst / 91 22 6777 3808 / anubhav.aggarwal@credit-suisse.com 

● 1Q FY18 was weak with EBITDA margins at 10.5%, but we stay 
positive as the near-term outlook is strong on: (1) Lovaza and first 
modified release approval expected in the near term and market 
share gains in own products; (2) Sevelamer's supply to partners 
began in 2Q FY18; (3) clear facilities; & (4) API demerger.  

● Strides guided for formulations' business top line to grow at least 
20% in FY18 with approvals from the US expected to pick up and 
Australia growth in low double digits. This should help margins.  

● Key disappointment was 21% QoQ fall in regulated business. US 
hit due to (1) pricing pressure on partnered portfolio; (2) inventory 
filling in 4Q FY17; and (3) seasonality. However, Strides did well 
and gained share on its own front-end sales (up QoQ). We cut 
estimates 32%/15% and TP to Rs1,000 to factor in weak results. 

● Other takeaways: (1) ANDA filing momentum is strong (five in 
FY18 and a target of 15-20 filings in FY18); (2) API demerger has 
been approved by CCI and stock exchanges; key step is NCLT 
approval; (3) Malaria supplies were negligible in this quarter and 
will pick up over the next couple of quarters (rebidding in Sep). 

Click here for detailed financials 

Figure 1: Weak regulated market sales; EMs helped by ARV tender 

 1Q18A 1Q18E Diff (%) 1Q17A Y/Y % 4Q17A Q/Q % 

Regulated Markets 4,147 4,869 -15% 3,706 12% 5,266 -21% 

Emerging Markets 2,697 2,147 26% 2,526 7% 2,100 28% 

API 1,514 1,526 -1% 1,369 11% 1,517 0% 

Source: Company data, Credit Suisse estimates. 

Disappointing results due to US pricing hit, weak sales mix 

Strides reported weak results as regulated sales declined 21% QoQ 
and margins fell to 10.4%. The US was hit due to (1) pricing pressure 
on the partnered portfolio; (2) inventory filling in 4Q FY17; and 
(3) seasonality. Australia was hit due to stocking issues before the 
PBS impact takes place. Gross margins declined sharply by 650 bp 

QoQ due to: (1) pricing pressure in the US; (2) inferior mix—higher 
ARV and lower malaria tender sales; and (3) a currency hit.  
Strong outlook; Lovaza and first modified release approval 
expected in near term 

Strides guided for formulations' business top line to grow at least 20% 
in FY18 with approvals from the US expected to pick up and Australia 
growth in low double digits. Lovaza and the first modified release 
approval expected in the near term and Strides has gained market 
share in own launches in the US. This should help margins. The 
supply of Sevelamer to partners began in 2Q FY18 and should help 
the API business. 
Strong filing momentum; clean FDA status to help approvals 

ANDA filing momentum is strong (five filings in FY18 and a target of 
15-20 in FY18). Strides has 29 pending ANDAs in the US. Of these, 
16 are plain orals (tablets + hard capsules), while there are seven 
derma and three modified release products. Strides is one of the few 
companies that has stayed clean of FDA issues. 

Figure 2: Split of pending ANDAs 

 
Source: Company data, Credit Suisse estimates. 

Earnings call takeaways:  

● API demerger has been approved by CCI and stock exchanges; 
key step is NCLT approval.  

● Malaria supplies were negligible in this quarter and will pick-up 
over the next couple of quarters (rebidding in Sep) 

Figure 3: Strides 1QFY18: weak results 

(Rs mn) 1Q18A 1Q18E Diff (%) 1Q17A Y/Y % 4Q17A Q/Q % 

Net sales 8,418 8,542 -1% 7,895 7% 8,884 -5% 

Gross profit 50% 57% -7% 53% -3% 57% -7% 

Personnel cost 17% 18% -1% 16% 1% 17% 0% 

R&D  4% 4% 1% 3% 2% 4% 1% 

Other expenses 18% 16% 2% 17% 1% 18% 0% 

Total expenditure 7,545 6,961 8% 6,573 15% 7,315 3% 

EBITDA 873 1,582 -45% 1,323 -34% 1,569 -44% 

EBITDA margin 10.4% 18.5%  16.8% -6% 17.7% -7% 

Depreciation 511 520 -2% 424 21% 529 -3% 

EBIT 362 1,062 -66% 899 -60% 1,040 -65% 

Other income 361 325 11% 208 74% 731 -51% 

Interest cost 640 540 19% 559 14% 592 8% 

Pre-tax income 82 846 -90% 547 -85% 1,179 -93% 

Income taxes -33 144 -123% 88 -138% 175 -119% 

Net income 116 702 -84% 459 -75% 1,004 -88% 

Minority interest 83 60  65  189  

Net income 6 642 -99% 333 -98% 1,123 -100% 

Source: Company data, Credit Suisse estimates.
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Bbg/RIC STR IN / STSA.BO 
Rating (prev. rating) O (O) 
52-wk range (Rs) 1207.9 - 875.2 
Mkt cap (Rs/US$ mn) 78,324.3/ 1,221.2 
ADTO-6M (US$ mn) 4.9 
Free float (%) 65.6 
Major shareholders Promoter- 34.4% 
 

Price (11 Aug 17 , Rs) 875.20 
TP (prev. TP Rs) 1,000 (1,185)  
Est. pot. % chg. to TP 14 
Blue sky scenario (Rs) 1,400 
Grey sky scenario (Rs) 650.00 
 

Performance  1M 3M 12M 

Absolute (%) (16.2) (15.7) (23.0) 
Relative (%) (13.6) (18.7) (33.9) 
 

Year 03/15A 03/16A 03/17E 03/18E 03/19E 

Revenue (Rs mn) 11,958 31,649 36,457 38,072 44,985 
EBITDA (Rs mn) 2,289 5,558 6,424 6,547 8,949 
Net profit (Rs mn) 1,033 2,458 3,850 2,914 4,958 
EPS (CS adj. Rs) 17.3 29.6 43.1 32.6 55.5 
- Change from prev. EPS (%) n.a. n.a. 0 (32.0) (15.4) 
- Consensus EPS (Rs) n.a. n.a. 89.6 47.9 65.7 
EPS growth (%) 33.5 70.8 45.5 (24.3) 70.1 
P/E (x) 50.5 29.5 20.3 26.8 15.8 
Dividend yield (%) 0 0.4 0.6 0.4 0.7 
EV/EBITDA (x) 35.0 17.6 15.5 15.1 10.8 
P/B (x) 4.6 2.5 2.9 2.6 2.3 
ROE (%) 9.6 12.3 13.8 10.3 15.6 
Net debt(cash)/equity (%) 15.8 66.4 74.9 67.7 51.9 
 

Note 1: Strides is a mid-sized pharma company, with diversified presence across the US, India, 
Africa, Australia and other developed markets. 
 

 

https://rave.credit-suisse.com/research/company/financials?ric=STSA.BO
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Companies Mentioned (Price as of 11-Aug-2017) 

Strides Shasun Limited (STSA.BO, Rs875.2, OUTPERFORM, TP Rs1000.0) 
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Analyst Certification  

Chunky Shah and Anubhav Aggarwal each certify, with respect to the companies or securities that the individual analyzes, that (1) the views expressed 
in this report accurately reflect his or her personal views about all of the subject companies and securities and (2) no part of his or her compensation 
was, is or will be directly or indirectly related to the specific recommendations or views expressed in this report. 

3-Year Price and Rating History for Strides Shasun Limited (STSA.BO) 

 
STSA.BO Closing Price Target Price    

Date (Rs) (Rs) Rating   

10-Dec-15 1378.05 1720.00 O *   

08-Feb-16 1107.30 1515.00    

17-May-16 1160.45 1420.00    

17-Aug-16 1059.05 1235.00    

06-Feb-17 1190.55 1370.00    

18-May-17 1025.90 1185.00    

* Asterisk signifies initiation or assumption of coverage. 

 

 
The analyst(s) responsible for preparing this research report received Compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities 

As of December 10, 2012 Analysts’ stock rating are defined as follows: 

Outperform (O) : The stock’s total return is expected to outperform the relevant benchmark* over the next 12 months. 

Neutral (N) : The stock’s total return is expected to be in line with the relevant benchmark* over the next 12 months. 

Underperform (U) : The stock’s total return is expected to underperform the relevant benchmark* over the next 12 months. 

 *Relevant benchmark by region: As of 10th December 2012, Japanese ratings are based on a stock’s total return relati ve to the analyst's coverage universe which 
consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most attractiv e, Neutrals the less attractive, and 
Underperforms the least attractive investment oppo rtunities. As of 2nd October 2012, U.S. and Canadian as well as European ratings are based on a stock’s total return 
relative to the analyst's coverage universe which consists of all companies covered by the analyst within the relevant sector , with Outperforms representing the most 
attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. For Latin American  and non-Japan Asia stocks, ratings are based 
on a stock’s total return relative to the average total re turn of the relevant country or regional benchmark; prior to 2nd October 2012 U.S. and Canadian ratings were 
based on (1) a stock’s absolute total return potential to its current share price and (2) the relative attractiveness of a st ock’s total return potential within an analyst’s 
coverage universe. For Australian and New Zealand stocks, the expected total return (ETR) calculation includes 12 -month rolling dividend yield. An Outperform rating is 
assigned where an ETR is greater than or equal to 7.5%; Underperform where an ETR less than or equal to 5%. A Neutral may be assigned where the ETR is between -
5% and 15%. The overlapping rating range allows analysts to assign a rating that puts ETR in the context of associated risks.  Prior to 18 May 2015, ETR ranges for 
Outperform and Underperform ratings did not overlap with Neutral thresholds between 15% and 7.5%, which was in operation from  7 July 2011. 

Restricted (R) : In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances. 

Not Rated (NR) : Credit Suisse Equity Research does not have an investment rating or view on the stock or any other securities related to the company 
at this time. 

Not Covered (NC) : Credit Suisse Equity Research does not provide ongoing coverage of the company or offer an investment rating or investment view 
on the equity security of the company or related products. 

Volatility Indicator [V] : A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward. 

Analysts’ sector weightings are distinct from analysts’ stock ratings and are based on the analyst’s expectations for the fundamentals and/or valuation of 
the sector* relative to the group’s historic fundamentals and/or valuation: 

Overweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months. 

Market Weight : The analyst’s expectation for the sector’s fundamentals and/or valuation is neutral over the next 12 months. 

Underweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months. 
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 *An analyst’s coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cov er multiple sectors. 

Credit Suisse's distribution of stock ratings (and banking clients) is: 

Global Ratings Distribution 

Rating Versus universe (%) Of which banking clients (%) 

Outperform/Buy* 44% (64% banking clients) 

Neutral/Hold* 40% (60% banking clients) 

Underperform/Sell* 14% (53% banking clients) 

Restricted 2%  

*For purposes of the NYSE and FINRA ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, a nd Underperform most closely correspond 
to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to definitions abov e.) 
An investor's decision to buy or sell a security should be based on investment objectives, current holdings, and other indivi dual factors. 

Important Global Disclosures  

Credit Suisse’s research reports are made available to clients through our proprietary research portal on CS PLUS. Credit Suisse research products 
may also be made available through third-party vendors or alternate electronic means as a convenience. Certain research products are only made 
available through CS PLUS. The services provided by Credit Suisse’s analysts to clients may depend on a specific client’s preferences regarding the 
frequency and manner of receiving communications, the client’s risk profile and investment, the size and scope of the overall client relationship with the 
Firm, as well as legal and regulatory constraints. To access all of Credit Suisse’s research that you are entitled to receive in the most timely manner, 
please contact your sales representative or go to https://plus.credit-suisse.com .  

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the market 
that may have a material impact on the research views or opinions stated herein. 

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please refer to 
Credit Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research: https://www.credit-suisse.com/sites/disclaimers-
ib/en/managing-conflicts.html .  

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot be 
used, by any taxpayer for the purposes of avoiding any penalties. 

Credit Suisse has decided not to enter into business relationships with companies that Credit Suisse has determined to be involved in the development, 
manufacture, or acquisition of anti-personnel mines and cluster munitions. For Credit Suisse's position on the issue, please see https://www.credit-
suisse.com/media/assets/corporate/docs/about-us/responsibility/banking/policy-summaries-en.pdf .  

Target Price and Rating 
Valuation Methodology and Risks: (12 months) for Strides Shasun Limited (STSA.BO) 

Method:  Our target price of Rs 1000 for Strides is based on 18x FY19E earnings per share (10% discount to peers). Strides is in the process of 
integrating the acquisitions and current margins are not reflective of the core business. We have an Outperform as we expect margins and 
ROCE to improve. 

Risk:  Risks to our target price of Rs1000 and Outperform rating for Strides Shasun Limited include: (1) higher-than-expected impact of PBS cuts, 
(2) integration issues w.r.t acquisition, (3) adverse currency movements. 

Please refer to the firm's disclosure website at https://rave.credit-suisse.com/disclosures/view/selectArchive for the definitions of abbreviations typically 
used in the target price method and risk sections.  

See the Companies Mentioned section for full company names  

Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (STSA.BO) within the next 3 
months. 

A member of the Credit Suisse Group is party to an agreement with, or may have provided services set out in sections A and B of Annex I of Directive 
2014/65/EU of the European Parliament and Council ("MiFID Services") to, the subject issuer (STSA.BO) within the past 12 months. 

Please visit https://credit-suisse.com/in/researchdisclosure for additional disclosures mandated vide Securities And Exchange Board of India (Research 
Analysts) Regulations, 2014 

Credit Suisse may have interest in (STSA.BO) 

For date and time of production, dissemination and history of recommendation for the subject company(ies) featured in this report, disseminated within 
the past 12 months, please refer to the link: https://rave.credit-suisse.com/disclosures/view/report?i=315948&v=-599llh4mu0qlxm1cqm2foxfgk .  

Important Regional Disclosures  

Singapore recipients should contact Credit Suisse AG, Singapore Branch for any matters arising from this research report. 
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https://www.credit-suisse.com/sites/disclaimers-ib/en/managing-conflicts.html
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The analyst(s) involved in the preparation of this report may participate in events hosted by the subject company, including site visits. Credit Suisse does 
not accept or permit analysts to accept payment or reimbursement for travel expenses associated with these events. 

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares; SVS-
-Subordinate Voting Shares. 

Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report. 

For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit https://www.credit-
suisse.com/sites/disclaimers-ib/en/canada-research-policy.html. 

Principal is not guaranteed in the case of equities because equity prices are variable. 

Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that. 

This research report is authored by: 

Credit Suisse Securities (India) Private Limited ................................................................................................. Chunky Shah ; Anubhav Aggarwal 

To the extent this is a report authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important disclosures 
regarding any non-U.S. analyst contributors: The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with 
FINRA. The non-U.S. research analysts listed below may not be associated persons of CSSU and therefore may not be subject to the FINRA 2241 and 
NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account. 

Credit Suisse Securities (India) Private Limited ................................................................................................. Chunky Shah ; Anubhav Aggarwal 

Important disclosures regarding companies or other issuers that are the subject of this report are available on Credit Suisse’s disclosure website at 
https://rave.credit-suisse.com/disclosures or by calling +1 (877) 291-2683.  
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