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Cadila Healthcare 
| In line quarter, consistency maintained 
 

Cadila Healthcare (Cadila) reported another strong quarter with growth 
across all business segments. Domestic formulations registered a growth 
of 19% to Rs 4.4bn for the quarter. This follows a strong performance in the 
previous quarter (17% growth) and reflects increasing momentum in its 
bread and butter business. After a blip in the previous quarter, performance 
from the Hospira JV bounced back strongly with sales of Rs 312mn while 
Latin America too registered an impressive growth of 43% to Rs 584mn. 
US continued its growth momentum with a 41% growth to Rs 2.3bn (though 
flat QoQ but we expect strong quarters ahead). High R&D spend (6.2% of 
sales as against 5.0% in Q2 FY10, more of a timing impact) restricted 
EBITDA margin expansion to 40bps for the quarter. Adj PAT at Rs 1.7bn is 
line with estimates.  
 
We expect a robust performance from Cadila in H2 FY11 and FY12 driven 
by three factors a) US is likely to see 4-5 new launches in H2 FY11 and 8-
10 launches in FY12 which will see a revenue CAGR of 28% to US$ 
239mn b) Domestic formulations to build on the momentum achieved in H1 
FY11 c) Hospira JV should see 3 products being introduced in US and 3 in 
EU over the next 18 months which includes limited competition launch of 
generic Taxotere (Docetaxel, brand size US$ 1.25bn) 
 
Cadila continues to remain our preferred pick in the mid size generic space 
despite the recent run up in the stock. We maintain BUY with a revised 
price target of Rs 800 (from Rs 739) valuing the stock at 20.5x FY12 
earnings  

TARGET RS 800 (+17%) 
 

SECTOR RATING 
OW N UW 

   
STOCK RATING 

BUY NEUTRAL SELL 
   

> 15% -15% TO +15%  < -15% 

 
COMPANY DATA 
O/S SHARES : 205MN 
MARKET CAP (RS) : 139BN 
MARKET CAP (USD) : 3.1BN 
52 - WK HI/LO (RS) : 725 / 355 
AVG. DAILY VOL. (3MTH) : 128,876 
FACE VALUE (RS) : 5 
 
SHARE HOLDING PATTERN, % 
PROMOTERS: 74.8 
FII / NRI: 5.1 
FI / MF: 13.7 
NON PROMOTER CORP. HOLDINGS: 1.3 
PUBLIC & OTHERS: 5.2 
 
PRICE PERFORMANCE, % 
 1MTH 3MTH 1YR 
ABS  6.6  7.4 84.5 
REL TO BSE  4.6  -4.1 69.1

VALUATION SUMMARY 

Y/E MAR, RS MN FY2008 FY2009 FY2010 FY2011E FY2012E 
NET SALES 22,660 28,624 35,741 42,988 51,129 
GROWTH, % 26.9 26.3 24.9 20.3 18.9 
 EBIDTA 4,573 6,058 8,086 10,120 12,439 
EBIDTA MARGINS, %           20.2          21.2          22.6          23.5          24.3 
NET PROFIT 2,569 3,031 5,051 6,222 7,977 
NET PROFIT MARGIN, % 11.3 10.6 14.1 14.5 15.6 
NET PROFIT (ADJUSTED) 2,548 3,419 5,089 6,222 7,977 
EPS, RS          12.4          16.7          24.8          30.4          38.9 
EPS GROWTH, %             9.2          34.2          48.8          22.3          28.2 
PER, X          54.7          40.8          27.4          22.4          17.5 
EV/EBIDTA, X          32.1          24.7          18.3          14.5          11.6 
EV/NET SALES, X            6.5            5.2            4.1            3.4            2.8 
PRICE/BOOK VALUE, X          13.0          11.5            8.4            6.2            4.9 
ROIC, %          26.6          28.4          34.9          34.0          35.1 
ROE, %           26.2          29.9          35.3          31.9          31.4 
DIVIDEND YIELD, %            0.4            0.4            0.7            0.9            1.2 
Source: Company, MF Global India Research Estimates 
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REVENUE BREAKUP 

RS MN Q2 FY11 Q2 FY10 % CHANGE Q1 FY11 
DOMESTIC FORMULATIONS  4,668 3,719 25.5 4,355 

BRANDED 4,399 3,534 24.5 4,142 

GENERIC 269 185 45.4 213 

CONSUMER PRODUCTS  799 642 24.5 873 

ANIMAL HEALTH & OTHERS  403 315 27.9 349 

DOMESTIC API  64 82 (22.0) 92 

TOTAL DOMESTIC  5,934 4,758 24.7 5,669 

EXPORTS - FORMULATIONS  4,314 3,327 29.7 3,950 

EXPORTS - APIS  965 811 19.0 1,055 

TOTAL EXPORTS  5279 4138 27.6 5005 

 GROSS SALES  11,213 8,896 26.0 10,674 

LESS EXCISE DUTY  150 93 62.0 131 

NET SALES  11063 8803 25.7 10543 

OTHER OPERATING INCOME  104 232 (55.4) 787 

TOTAL OPERATING INCOME  11166 9036 23.6 11330 

Source: Company, MF Global India Research 

 
 
KEY GEOGRAPHIES 

RS MN Q2 FY11 Q2 FY10 % CHANGE Q1 FY11 

USA 2,258 1,604 40.8 2,227 

EUROPE 588 528 11.4 632 

LATIN AMERICA 584 461 26.7 387 

JAPAN 98 72 36.1 89 

EMERGING MARKETS 474 332 42.8 476 

ZYDUS HOSPIRA (50%) 312 203 53.7 139 

ZYDUS NYCOMED (50%) 164 208 (21.2) 153 
Source: Company, MF Global India Research 

 
 
QUARTERLY RESULT 

RS MN Q2 FY11 Q2 FY10 % CHANGE 
TOTAL OPERATING INCOME  11,063 9,458 17.0 

EXPENDITURE 8,718 7,401 17.8 

EBITDA 2,449 2,057 19.0 

DEPRECIATION 304 311 -2.2 

OTHER INCOME 39 41 -6.3 

INTEREST 179 206 -12.8 

GAIN (-)/ LOSS (+) ON FLUCTUATIONS ON FOREX LOANS -19 25 - 

PBT 2,022 1,581 27.9 

TAXES 254 176 44.6 

REP. PAT 1,708 1,319 29.5 

ADJ. PAT 1,690 1,371 23.3 

ADJ. EPS, RS 8.3 6.7 23.4 
Source: Company, MF Global India Research 
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FINANCIALS 
 
INCOME STATEMENT 

Y/E MAR, RS MN FY2008 FY2009 FY2010 FY2011E FY2012E 

NET SALES 22,660 28,624 35,741 42,988 51,129 

 GROWTH, % 27 26 25 20 19 

OTHER INCOME 560 651 1,127 1,262 1,388 

TOTAL INCOME 23,220 29,275 36,868 44,250 52,517 

OPERATING EXPENSES -18,647 -23,217 -28,782 -34,130 -40,078 

EBITDA (CORE) 4,573 6,058 8,086 10,120 12,439 

 GROWTH, %                 21.1                  32.5                  33.5                  25.2                  22.9  

 MARGIN, %                 20.2                  21.2                  22.6                  23.5                  24.3  

DEPRECIATION -969 -1,118 -1,339 -1,578 -1,788 

INTEREST PAID -507 -978 -821 -1,008 -991 

OTHER NON-OPERATING INCOME 97 204 159 101 131 

NON-RECURRING ITEMS 21 -388 -38 0 0 

PRE-TAX PROFIT 3,215 3,777 6,047 7,636 9,791 

TAX PROVIDED -609 -746 -749 -1,294 -1,664 

PROFIT AFTER TAX 2,606 3,032 5,298 6,342 8,127 

NET PROFIT 2,569 3,031 5,051 6,222 7,977 

MF NET PROFIT 2,548 3,419 5,089 6,222 7,977 

 GROWTH, %                   9.2                  34.2                  48.8                  22.3                  28.2  

NET PROFIT (ADJUSTED)                2,548                 3,419                 5,089                 6,222                 7,977  

EXTRAORDINARY ITEMS: GAINS/(LOSSES) 21 -388 38 0 0 

UNADJ. SHARES (M)                  205                   205                   205                   205                   205  

WTD AVG SHARES (M)                  205                   205                   205                   205                   205  

 
 
CASH FLOW 

Y/E MAR, RS MN FY2008 FY2009 FY2010 FY2011E FY2012E 

PRE-TAX PROFIT 3,215 3,777 6,047 7,636 9,791 

DEPRECIATION 969 1,118 1,339 1,578 1,788 

CHG IN WORKING CAPITAL -2,758 -1,988 -3,680 -3,795 -2,930 

TOTAL TAX PAID -409 -591 -752 -1,127 -1,336 

CASH FLOW FROM OPERATING ACTIVITIES  1,017 2,317 2,954 4,292 7,314 

CAPITAL EXPENDITURE -2,566 -3,074 -3,520 -3,000 -3,000 

CHG IN INVESTMENTS 7 5 42 0 0 

OTHER INVESTING ACTIVITIES -972 -1,623 -2,723 451 0 

CASH FLOW FROM INVESTING ACTIVITIES -3,531 -4,692 -6,201 -2,550 -3,000 

FREE CASH FLOW  -2,514 -2,375 -3,247 1,742 4,314 

EQUITY RAISED/(REPAID) 927 1,177 3,098 343 0 

DEBT RAISED/(REPAID) 2,167 3,467 972 500 0 

DIVIDEND (INCL. TAX) -660 -711 -751 -1,233 -1,476 

CASH FLOW FROM FINANCING ACTIVITIES  2,449 3,966 3,236 -390 -1,476 

NET CHG IN CASH  -65 1,591 -10 1,352 2,838 
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BALANCE SHEET 

AS AT 31ST MAR, RS MN FY2008 FY2009 FY2010 FY2011E FY2012E 

CASH & BANK 926 2,517 2,507 3,859 6,697 

MARKETABLE SECURITIES AT COST 0 0 0 0 0 

DEBTORS 3,554 4,845 4,668 6,973 7,720 

INVENTORY 4,729 6,012 7,504 8,857 10,506 

LOANS & ADVANCES 2,013 2,237 3,070 3,531 4,413 

OTHER CURRENT ASSETS 0 0 0 0 0 

TOTAL CURRENT ASSETS 11,222 15,611 17,749 23,219 29,336 

INVESTMENTS 254 249 207 207 207 

GROSS FIXED ASSETS 11,639 13,143 15,680 19,421 22,792 

LESS: DEPRECIATION -3,353 -3,886 -4,654 -6,232 -8,020 

ADD: CAPITAL WIP 1,294 1,889 2,482 1,741 1,371 

NET FIXED ASSETS 9,580 11,146 13,508 14,930 16,142 

NON-CURRENT ASSETS 4,315 6,041 5,920 5,818 5,818 

TOTAL ASSETS 25,592 33,290 37,384 44,174 51,502 

            

CURRENT LIABILITIES 7,172 9,593 7,833 8,055 8,404 

PROVISIONS 913 1,186 1,951 2,180 2,767 

TOTAL CURRENT LIABILITIES 8,085 10,779 9,784 10,235 11,171 

NON-CURRENT LIABILITIES 6,798 10,369 10,923 11,604 11,837 

TOTAL LIABILITIES 14,883 21,148 20,707 21,839 23,008 

            

PAID-UP CAPITAL 628 682 682 1,025 1,025 

RESERVES & SURPLUS 9,994 11,232 15,603 20,799 26,808 

SHAREHOLDERS’ EQUITY 10,709 12,142 16,677 22,336 28,495 

TOTAL EQUITY & LIABILITIES 25,592 33,290 37,384 44,174 51,502 

 
 
PER-SHARE DATA 

 FY2008 FY2009 FY2010 FY2011E FY2012E 

MF EPS (INR)                 12.4                  16.7                  24.8                  30.4                  38.9  

 GROWTH, %                   9.2                  34.2                  48.8                  22.3                  28.2  

BOOK NAV/SHARE (INR)                 52.2                  59.2                  81.4                 109.0                 139.0  

FDEPS (INR)                 12.4                  16.7                  24.8                  30.4                  38.9  

CEPS (INR)                 17.1                  24.0                  31.5                  38.0                  47.6  

CFPS (INR)                   8.3                  14.7                  26.4                  19.9                  35.0  

DPS (INR)                   2.8                    3.0                    5.0                    6.0                    8.0  

 
 
FINANCIAL STRUCTURE  

 FY2008 FY2009 FY2010 FY2011E FY2012E 

TOTAL DEBT/EQUITY (%)                 78.2                 104.4                  65.4                  51.1                  40.0  

NET DEBT/EQUITY (%)                 69.6                  83.7                  50.4                  33.8                  16.5  
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PROFITABILITY, PRODUCTIVITY, LIQUIDITY AND VALUATION RATIOS 

 FY2008 FY2009 FY2010 FY2011E FY2012E 

RETURN ON ASSETS (%)                 12.8                  12.4                  16.5                  17.1                  18.3  

RETURN ON EQUITY (%)                 26.2                  29.9                  35.3                  31.9                  31.4  

RETURN ON INVESTED CAPITAL (%)                 26.6                  28.4                  34.9                  34.0                  35.1  

ROIC/COST OF CAPITAL (X)                   2.9                    3.1                    3.9                    3.9                    4.1  

ROIC - COST OF CAPITAL (%)                 17.5                  19.2                  26.0                  25.2                  26.4  

RETURN ON CAPITAL EMPLOYED (%)                 18.8                  18.1                  23.0                  22.4                  23.4  

COST OF CAPITAL (%)                   9.0                    9.2                    8.9                    8.8                    8.7  

ROCE - COST OF CAPITAL (%)                   9.7                    8.9                  14.0                  13.6                  14.7  

            

ASSET TURNOVER (X)                   1.6                    1.7                    1.8                    1.7                    1.7  

SALES/TOTAL ASSETS (X)                   1.0                    1.0                    1.0                    1.1                    1.1  

SALES/NET FA (X)                   2.6                    2.8                    2.9                    3.0                    3.3  

RECEIVABLE DAYS                 57.2                  61.8                  47.7                  59.2                  55.1  

INVENTORY DAYS                 76.2                  76.7                  76.6                  75.2                  75.0  

PAYABLE DAYS                 71.3                  82.6                  77.9                  67.1                  59.3  

CURRENT RATIO (X)                   1.4                    1.5                    1.9                    2.4                    2.7  

QUICK RATIO (X)                   0.8                    0.9                    1.1                    1.5                    1.7  

INTEREST COVER (X)                   7.1                    5.1                    8.2                    8.5                  10.7  

DIVIDEND COVER (X)                   4.5                    5.6                    5.0                    5.1                    4.9  

            

PER (X)                 54.7                  40.8                  27.4                  22.4                  17.5  

PEG (X) - Y-O-Y GROWTH                   5.9                    1.2                    0.6                    1.0                    0.6  

PRICE/BOOK (X)                 13.0                  11.5                    8.4                    6.2                    4.9  

YIELD (%)                   0.4                    0.4                    0.7                    0.9                    1.2  

EV/NET SALES (X)                   6.5                    5.2                    4.1                    3.4                    2.8  

EV/EBITDA (X)                 32.1                  24.7                  18.3                  14.5                  11.6  

EV/EBIT (X)                 32.1                  24.7                  18.3                  14.5                  11.6  

EV/NOPLAT (X)                 37.0                  28.2                  20.1                  16.6                  13.4  

EV/CE                   8.3                    6.6                    5.3                    4.3                    3.5  

EV/IC (X)                 10.5                    8.7                    7.3                    5.9                    4.9  
Source: Company, MF Global India Research Estimates 

 



Equity Research | India 
19/10/2010 MF GLOBAL QUATERLY | CADILA HEALTHCARE 

 
  6  

RECOMMENDATION HISTORY 

RECOMMENDATION TARGET, RS CMP, RS DATE 

BUY 800 680 19-OCT-10 

BUY 739 640 27-JULY-10 

BUY 700 562 29-APR-10 

BUY 560 492 24-FEB-10 

BUY 543 433 25-JAN-10 

BUY 495 433 7-DEC-09 

BUY 413 371 27-OCT-09 

BUY 309 297 28-JUL-09 

BUY 304 253 30-JUNE-09 
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Rating Rationale 
BUY and SELL recommendations are used to draw attention to stocks, which we believe are under-priced or over-priced by circa 15%, that is, price differential of +/- 15% between our 
price target and the market price. Stocks which do not achieve this price differential are NEUTRAL. Price targets are established in the context of a flat market. 
 
Disclosures and Disclaimers 
MF Global Sify Securities India Pvt. Ltd. has three independent equity research groups: Institutional Equities, Institutional Equities Derivatives and Private Client Group. This report 
has been prepared by Institutional Equities Research. The views and opinions expressed in this document may or may not match or may be contrary at times with the views, 
estimates, rating, target price of the other equity research groups of MF Global Sify Securities India Pvt. Ltd. 
This report is issued by MF Global Sify Securities India Pvt. Limited which is regulated by SEBI. MF Global Sify Securities India Pvt. Ltd. is a subsidiary of MF Global Overseas Ltd. 
References to "MFGSSIPL" or “Firm” in this report shall mean MF Global Sify Securities India Pvt. Limited unless otherwise stated. This report is prepared and distributed by 
MFGSSIPL for information purposes only and neither the information contained herein nor any opinion expressed should be construed or deemed to be construed as solicitation or as 
offering advice for the purposes of the purchase or sale of any security, investment or derivatives. The information and opinions contained in the Report were considered by 
MFGSSIPL to be valid when published. The report also contains information provided to MFGSSIPL by third parties. The source of such information will usually be disclosed in the 
report. Whilst MFGSSIPL has taken all reasonable steps to ensure that this information is correct, MFGSSIPL does not offer any warranty as to the accuracy or completeness of such 
information. Any person placing reliance on the report to undertake trading does so entirely at his or her own risk and MFGSSIPL does not accept any liability as a result. Securities 
and Derivatives markets may be subject to rapid and unexpected price movements and past performance is not necessarily a guide to future performance. 
This report does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. Investors must 
undertake independent analysis with their own legal, tax and financial advisors and reach their own regarding the appropriateness of investing in any securities or investment 
strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized. In no circumstances it be used or 
considered as an offer to sell or a solicitation of any offer to buy or sell the Securities mentioned in it. The information contained in the research reports may have been taken from 
trade and statistical services and other sources, which we believe are reliable. MF Global Sify Securities India Pvt. Ltd. or any of its group companies do not guarantee that such 
information is accurate or complete and it should not be relied upon as such. Any opinions expressed reflect judgments at this date and are subject to change without notice 
Important: These disclosures and disclaimers must be read in conjunction with the research report of which it forms part. Receipt and use of the research report is subject to all 
aspects of these disclosures and disclaimers. Additional information about the issuers and securities discussed in this research report is available on request. 
Certifications: The research analyst(s) who prepared this research report hereby certifies that the views expressed in this research report accurately reflect the research analyst’s 
personal views about all of the subject issuers and/or securities, that the analyst have no known conflict of interest and no part of the research analyst’s compensation was, is or will 
be, directly or indirectly, related to the specific views or recommendations contained in this research report. The Research Analyst certifies that he /she or his / her family members 
does not own the stock(s) covered in this research report. 
 
Independence: MF Global Sify Securities India P. Ltd. has not had an investment banking relationship with, and has not received any compensation for investment banking services 
from, the subject issuers in the past twelve (12) months, and the Firm does not anticipate receiving or intend to seek compensation for investment banking services from the subject 
issuers in the next three (3) months. The Firm is not a market maker in the securities mentioned in this research report, although it or its affiliates may hold either long or short 
positions in such securities. The Firm does not hold more than 1% of the shares of the company(ies) covered in this report. 
Suitability and Risks: This research report is for informational purposes only and is not tailored to the specific investment objectives, financial situation or particular requirements of 
any individual recipient hereof. Certain securities may give rise to substantial risks and may not be suitable for certain investors. Each investor must make its own determination as to 
the appropriateness of any securities referred to in this research report based upon the legal, tax and accounting considerations applicable to such investor and its own investment 
objectives or strategy, its financial situation and its investing experience. The value of any security may be positively or adversely affected by changes in foreign exchange or interest 
rates, as well as by other financial, economic or political factors. Past performance is not necessarily indicative of future performance or results. 
Sources, Completeness and Accuracy: The material herein is based upon information obtained from sources that the Firm and the research analyst believe to be reliable, but neither 
the Firm nor the research analyst represents or guarantees that the information contained herein is accurate or complete and it should not be relied upon as such. Opinions expressed 
herein are current opinions as of the date appearing on this material and are subject to change without notice. 
Furthermore, the Firm is under no obligation to update or keep the information current. 
Copyright: The copyright in this research report belongs exclusively to the Firm. All rights are reserved. Any unauthorized use or disclosure is prohibited. No reprinting or reproduction, 
in whole or in part, is permitted without the Firm’s prior consent, except that a recipient may reprint it for internal circulation only and only if it is reprinted in its entirety. 
Caution: Risk of loss in trading in can be substantial.  You should carefully consider whether trading is appropriate for you in light of your experience, objectives, financial resources 
and other relevant circumstances. 
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