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Ranbaxy 
On time delivery 

In-line with our expectations, the US FDA approved Ranbaxy’s Lipitor 

ANDA paving the way for a launch over the coming days from its Ohm 

Labs facility in the US. This was the most keenly awaited approval for 

Ranbaxy, and the company has maintained its track-record of 

monetizing all key Para-IV opportunities despite the substantial 

uncertainty involved with the ongoing FDA/DoJ issues. While this is 

very positive for Ranbaxy, we await further clarity on the 

comprehensive settlement that would entail a clearance of the Dewas 

and Paonta Sahib facility and is key to driving the operating leverage 

that is central to Ranbaxy’s investment case. We also expect the 

market to now focus on its post launch execution of Lipitor and keenly 

await early market share trends. Re-iterate Neutral. 

Ranbaxy monetizes Lipitor opportunity 
In line with our expectations, the USFDA approved Ranbaxy’s ANDA for Lipitor 

paving the way for a launch in the coming days. The approval was granted from 

Ranbaxy’s Ohm Labs facility in New Jersey and follows Watson’s launch of authorised 

generic earlier yesterday. Given the size of the opportunity (IMS sales: $7.8bn), Lipitor 

generic was the most keenly awaited opportunity for Ranbaxy, and today’s news is 

very positive for Ranbaxy, removing a big overhang on the stock. However, with the 

approval now in place, we expect the market to focus on its post-launch execution 

and comprehensive settlement involving Dewas and Paonta Sahib facilities. 

All eyes set on market share gains… 
We re-iterate our view that RBXY will struggle to gain significant market share in 
Lipitor post launch, and expect it to garner ~25-30% market share with ~50% price 

erosion during the six months, which would translate in ~Rs.28 EPS contribution.. This 

is so given PFE’s aggressive contracting activity with PBMs and mail order chains, 

which account for ~40% of Lipitor prescriptions, and where RBXY has traditionally 

had a weak presence. Moreover, we believe that PFE is offering aggressive rebates to 

ensure that its branded drug remains at a similar or better co-pay tiers. Indeed, 

despite its certainty as an authorised generic, Watson now expects PFE to retain 

~40% market share during the 180-day exclusivity.  

…and comprehensive settlement keenly awaited 
A comprehensive settlement with the FDA/DoJ now seems very likely in the coming 
days, and this now becomes the next critical catalyst as it would result in clearances 

of the Dewas and Paonta Sahib facilities. Ranbaxy’s operating margin expansion story 

is predicated on operating leverage, which in-turn depends on the flow of future 

approvals in the US and its ability to quickly ramp up sales from Dewas and Paonta 

Sahib facilities. Given the extent of inquiry by the DoJ, it seems a near certainty that 

RBXY will be asked to pay financial penalties for its manufacturing issues. However, 

the quantum of penalties remains a guess for everyone. Our base case assumption is 

that Ranbaxy might have to pay ~$300-400m as penalties and anything below 

~$100m will likely be the best case for the company. At its Q3 results earlier in 

November , management guided to ~$100m quarterly run-rate for the bast business 

post FDA resolution, which implies only ~20% increase from current levels. 

Valuations reasonable - upside hinges on operating leverage 
Following Q3 results and a more reasonable valuation, and going in the Lipitor launch 

catalyst, we turned Neutral on Ranbaxy on 11th Nov. At the current valuation, stripping 

out RBXY’s Para-IV pipeline (valued at Rs.150 at 100% probability), RBXY now trades 

at 18.5x FY12 P/E. Our DCF valuation for core business points to a valuation of Rs. 

300, which assumes Dewas returning back in FY11 ($50m from new products every 

for each of FY12-14), FY11 steady state revenues of $400m from US, includes 

contribution from Japan, sees operating margins expanding to 14% by FY15 and also 

includes the Valcyte and Primaxin opportunities. Our DCF-valuation of Rs.460 builds 

in upside from key Para-IVs including Lipitor, Caduet, Nexium, Actos, Provigil as well 

as Diovan (all 100% prob). We have now included Lipitor and Caduet opportunities in 

our financial forecasts, there is no change to our valuation as these were already 

included in our valuation (at 100% probability). Our FY12 and FY13 EPS stands 

upgraded by 47% and 96% to Rs.25.4 and Rs.58.7 respectively. We await further 

details on the comprehensive settlement before making changes to our model.  

  

Accounting & corporate governance Amber 

Franchise Strength Red 

Earnings Momentum Green 

NEUTRAL 
 

6% upside 

 

Fair Value (Rs)            460 

 

Bloomberg Code RBXY.IN 

Share Price (Rs) 435 

Market Cap  $3.7bn/`184bn 

Free Float / FII holding 35%/7% 

ADV (Rs m/ $m) $9.5m/`428m 

  

`m (unless stated) 
March YE 

2010A 2011E 2012E 2013E 

Sales 89,608 91,911 129,789 117,894 

EBITDA 14,672 10,940 32,305 17,641 

EBIT pre-ex 35.5 12.7 58.7 33.6 

EPS reported   30.9 25.4 58.7 33.6 

Dividend  5.0 2.5 5.9 5.0 

FCF 17,378 222 20,444 13,051 

Net Debt (7,572) (10,422) 5,550 14,475 

     

X (unless stated) 2010A 2011E 2012E 2013E 

EV/Sales 2.1 2.0 1.4 1.6 

EV/EBITDA 10.0 13.1 5.2 8.7 

P/E 12.2 34.2 7.4 12.9 

ROCE 14.1 17.2 7.4 12.9 

Dividend Yield (%) 1.1% 0.6% 1.3% 1.2% 

FCF Yield (%) 9.5% 0.1% 11.1% 7.1% 

 

 

Figure 1 Historical share price performance 
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Company snapshot 
Ranbaxy is a global generics company with a broad presence across geographies, 

including India (20%), US (22%) including exclusivities, EU (18%), and other emerging 

markets (33%). Its core emerging markets include Romania, Russia and CIS, Africa and 

Latin America, while its key developed markets are US where its key focus areas are 

anti-infectives, statins and Para-IV litigation based opportunities. 

Figure 2 Revenue trend ($ m)  Figure 3 FY09 revenue by division  Figure 4 EBITDA margins v. growth  
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Key risks and sensitivities 
The biggest risk for Ranbaxy is the ongoing FDA import ban on Dewas and AIP 

(application integrity protocol) on the Paonta Sahib facility, which is critical to 

improving product flow and driving operation leverage. The key product risks for 

RBXY are: Diovan, Actos, Provigil in 2012 and Nexium in 2014. The risks to our call are 

earlier than anticipated resolution of FDA issues and alongside a quicker than 

anticipated market share ramp in the US. Positive catalyst momentum, particularly, for 

Para-IV opportunities is also a risk to our call. 

 High case Base case Low case 
DCF valuation  550 460 300 
Upside/downside: 26% upside 6% upside 30% downside 
FY 11/12/13 EPS 25/75/50 25/59/34 25/57/30 
US generics base 
price/volume mix:  

5% from FY12 onwards 
 

10% for FY11-13 
-5% thereafter 

-8% from FY11 onwards 
 

US new product 
assumptions 

$75m contribution from new products for FY11-
13 each; $50m each for FY13-15 

$75m contribution from new products for FY12-
13 each, largely; $50m each for FY13-15  

$20m contribution from new products for 
FY11-13 each, largely; $30m each for FY13-15 

Major launch 
assumptions in 
valuation: 

Assuming all exclusivities and settlements are 
launched successfully  

Assuming all exclusivities and settlements are 
launched successfully 

Nexium API/formulation supplies at 100% 
probability; Lipitor, Nexuim, Caduet, and 
Diovan at 100%; Diovan at 50% probability 

India growth FY11-15 growth at 15%  FY11-15 growth at 14%  FY11-15 growth at 13% 

Japan contribution 
$80m in FY13 rising to peak of $200m in FY15; 

gross margins: 40% for FY13-15 
$70m in FY13 rising to peak of $110m in FY15; 

gross margins: 40% for FY13-15 
$50m in FY13 rising to peak of $70m in FY15; 

gross margins: 25% for FY13-15 
Europe (incl. 
Romania) growth: 

Romania: 20% growth for FY11-13; Rest of EU: 
8% growth for FY11-13 

Romania: 20% growth for FY11-13; Rest of EU: 
5% growth for FY11-13 

Romania: 20% growth for FY11-13; Rest of EU: 
5% growth for FY11-13 

Africa, CIS and 
Latam growth: 

Blended growth: 17.5% in FY11, 16% in FY12, 14% 
in FY13 

Blended growth: 17.5% in FY11, 16% in FY12, 14% 
in FY13 

Blended growth: 17.5% in FY11, 16% in FY12, 
14% in FY13 

SG&A and 
personnel costs: 

SG&A costs at 23% of core revenues for FY11, 
22% for FY12, and 20% for FY13 

SG&A costs at 23% of core revenues for FY11, 
22% for FY12, and 20% for FY13 

SG&A costs at 23% of core revenues for FY11, 
22% for FY12, and 20% for FY13 

R&D costs: 6.5% of core revenues for FY11-15 6.5% of core revenues for FY11-15 6.5% of core revenues for FY11-15 

Us versus consensus 
The key source of divergence within consensus lies from FY11 onwards, given Lipitor 

6-month exclusivity from Nov’11, and Diovan and Actos exclusivities in FY12. We now 

incorporate Lipitor and Caduet opportunities in our financials, but have factored in 

Diovan and Actos at 50% probability. However, for the purpose of valuation, we 

included rNPVs for each of these on top of our 3-stage DCF for the core business.  

 

SWOT analysis 
Strengths Weaknesses 

� Large product pipeline including a mix of commodity and Para-IV 
bodes well for US market  

� Diversified exposure to various markets, including a mix of 
emerging markets and developed markets  

� Ranbaxy has traditionally been strong in distribution in the US 
market, which is key to winning market share 

� US filings have virtually stalled since the FDA ban 
� Most key markets continue to suffer from low profitability (single 

digit EBITDA margins), implying operational inefficiencies 
� Its partnerships for niche product categories for US market have had 

limited success (Zenotech, Jupiter) 

Opportunities Threats 

� Step up capabilities in developing alternate formulations  
� Monetise on biosimilars opportunity for developed markets 

through either own front-end or by partnering for supplies 
� Monetise Japanese opportunity using Daiichi’s front-end 
� Launch Daiichi’s products in other EMs 
� Leverage scale to establish global leadership in specific areas 

� Ranbaxy may find it difficult to win back lost base business in US 
� FDA resolution could involve monetary penalties, or closure of 

penicillin unit at Dewas. Negative outcome of AIP on Para-IV’s 
particularly Lipitor will erode business significantly 

� Delay/loss of market exclusivity due to litigation for Para-IV products 
� France continues to be loss-making, dragging down EU profitability 

Source: Espirito Santo Investment Bank 

Ranbaxy is a global generics company with 

presence in 46 countries 

Table 1 Key catalyst/events 

Event Impact Date 

FDA/DoJ resolution V.High 2011 

FDA inspection and 
clearance of Dewas facility V.High 2011 

Nexium formulations supply Med 1Q’12 

   

Source:   Espirito Santo Investment Bank 

Table 2 Us versus Consensus 

 Consensus Us % change 
EBIT    

   FY12 18,981 32,305 70% 
   FY13 13,924 17,641 27% 
EPS    

   FY12 37.8 58.7 55% 
   FY13 31.9 33.6 5% 
Source:  FactSet,  Espirito Santo Investment Bank 
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Valuation Metrics 2009 2010 2011E 2012E 2013E

Recommendation: NEUTRAL P/E (dil., reported) 65.8 12.2 34.2 7.4 12.9

Fair Value: INR 460 P/S 2.4 2.2 2.0 1.5 1.6

P/B 4.2 3.1 2.9 2.1 1.9

Share Price: 435 EV/Sales 2.3 2.1 2.0 1.4 1.6

Upside / Dow nside 6% EV/EBITDA 18.3 10.0 13.1 5.2 8.7

FCF Yield -3.7% 9.5% 0.1% 11.1% 7.1%

3 Month ADV ($m) $9.5 Dividend yield 0.0% 1.1% 0.6% 1.3% 1.2%

Free Float 35%

52 Week High / Low 414-624

Key ratios 2009 2010 2011E 2012E 2013E

Bloomberg: RBXY IN

Model Published On: 01 December 2011 Gross margin 64.2% 68.0% 64.3% 65.6% 62.6%

EBITDA margin 15.8% 21.5% 15.6% 28.4% 18.6%

Op./EBIT margin 12.3% 14.0% 12.2% 25.7% 15.5%

Shares In Issue (mm) 422 Net margin 1.9% 15.3% 11.9% 19.7% 12.4%

Market Cap ($mm / Rs bn) 183,570 ROE 14% 27% 20% 49% 27%

Net Debt 270

Enterprise Value ($mm / Rs bn) 183,840

P&L Summary 2009 2010 2011E 2012E 2013E

Forthcoming Catalysts Total Sales 75,970 85,355 89,668 125,789 113,894

Other income 2935 4253 2243 4000 4000

FDA/DoJ settlement H2'CY11 Total revenues 80,837 89,608 91,911 129,789 117,894

Lipitor market share trends Dec'11 Gross profit 48757 58080 57649 82567 71287

Personnel expenses (14,174) (15,060) (16,621) (17,037) (17,889)

Other SG&A expenses (18,554) (19,031) (22,011) (23,661) (25,436)

R&D (4,037) (5,600) (5,031) (6,204) (6,761)

EBITDA 11,991 18,389 13,987 35,665 21,201

Espirito Santo Securities Analyst Depreciation/amortisation (2,676) (3,717) (3,046) (3,361) (3,561)

Chirag Talati, CFA EBIT/Op. profit 9,315 14,672 10,940 32,305 17,641

+91 22 4211 0907 Net Interest (710) 2,181 2,154 82 407

chirag.talati@execution-noble.com Forex gains/(losses) 1,493 1,407 (6,512) - -

Other non-operating income/expenses - 2,741 1,188 - -

Profit before tax and minority interest 10,098 20,942 7,771 32,387 18,047

Shareholding Pattern PBT adjusted 8,605 16,793 13,095 32,387 18,047

Tax (6,991) (5,849) (2,286) (7,536) (3,752)

Minority interest (141.8) (125.6) (125.6) (125.6) (125.6)

Net Income (reported) 2,965 14,968 5,359 24,725 14,170

Net Income (adjusted) 1,472 13,035 10,682 24,725 14,170

Weighted av shares 448 421 421 421 421

EPS reported (dil.) 6.6 35.5 12.7 58.7 33.6

EPS (adjusted) 3.3 30.9 25.4 58.7 33.6

DPS - 5 3 6 5

Cash Flow Summary 2009 2010 2011E 2012E 2013E

PBT 10,098 23,462 12,476 21,055 21,781

Depreciation & amortisation 2,676 1,197 3,161 3,361 3,561

Working Capital 271 2,866 -6,028 -2,208 -3,712

Unrealised foreign exchange (gain)/loss -10,785 0 0 0 0

Tax -2,426 -5,849 -2,741 -4,718 -4,753

Operating Profit Breakdown CF From Operations -1,621 21,551 6,742 17,364 16,751

Capex (maintenance) -5,221 -4,000 -3,000 -3,000 -3,000

FCF -6,841 17,551 3,742 14,364 13,751

Capex (growth) -1,000 -2,000 -2,000 -2,000

Investments/disposals 4,531 0 0 0 0

CF From Investing 652 -5,000 -5,000 -5,000 -5,000

Dividends Paid -6 -21 -1,922 -1,621 -2,535

Interest paid -4,460

Change in Net Debt -770 -3,000 -19,625 -3,000 -3,000

CF From Financing -5,223 -3,021 -21,547 -4,621 -5,535

Inc./ Dec. in Cash & eq. -6,078 13,530 -19,805 7,743 6,216

Balance Sheet Summary 2009 2010 2011E 2012E 2013E

Cash & equivalents 12,416 25,946 6,141 13,884 20,100

Debtors 18,399 15,176 19,149 21,769 24,307

Inventories 18,407 18,090 18,436 17,728 20,279

Margin Trends Current Assets 60,086 70,075 54,590 64,245 75,548

PPE 51,136 52,435 54,274 55,914 57,353

Deferred tax asset 4,906 4,906 4,906 4,906 4,906

Fixed Assets 61,449 62,748 64,588 66,227 67,667

Total Assets 121,535 132,824 119,178 130,472 143,215

Short Term Debt (50) (50) (50) (50) (50)

Creditors (14,393) (13,718) (12,010) (11,714) (13,090)

Other Current Liabilities (26,670) (26,670) (26,670) (26,670) (26,670)

Current Liabilities (41,112) (40,438) (38,729) (38,433) (39,809)

Long Term Debt (36,295) (33,295) (13,670) (10,670) (7,670)

Other LT Liabilities (161) (161) (161) (161) (161)

Long Term Liabilities (36,456) (33,456) (13,831) (10,831) (7,831)

Total Liabilities (77,568) (73,893) (52,560) (49,264) (47,640)

Shareholders' Equity (43,967) (61,434) (69,121) (83,712) (98,079)

Total Liabilities & Sh. Eq. (121,535) (135,327) (121,681) (132,975) (145,718)

Ranbaxy

Promoter
64%

FII
8%

DII
12%

Others
17%

India and 
Middle 

East, 23%

Europe, 1
5%

CIS, 5%

Africa, 8%
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Canada, 3
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Source: Ranbaxy, Espirito Santo Investment Bank Research estimates  
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FY11 FY12 FY13 FY11 FY12 FY13 FY11 FY12 FY13

Total Sales 91,911 129,789 117,894 84,040 103,018 110,140 9% 26% 7%

EBIT 10,940 32,305 17,641 6,764 16,110 15,490 62% 101% 14%

PBT (adj.) 13,095 32,387 18,047 8,919 16,132 15,593 47% 101% 16%

Net Income (adj.) 9,610 16,212 16,902 7,258 12,591 12,405 32% 29% 36%

EPS adjusted (dil.) 25 59 34 17.2 29.9 29.4 47% 96% 14%

Source: Espirito Santo Investment Bank

Table 3 RBXY changes to estimates

Revised estimates Prior estimates % change
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IMPORTANT DISCLOSURES 

This report was prepared by Espírito Santo Investment Bank Research, a global brand name for the equity research teams of Banco 
Espírito Santo de Investimento, S.A., with headquarter in Lisbon, Portugal, of its Branches in Spain and Poland and of its affiliates BES 
Securities do Brasil, S.A – Corretora de Câmbio e Valores Mobiliários, in Brazil, and Execution Noble Limited, in the United Kingdom, all 
authorized to engage in securities activities according to each domestic legislation. All of these entities are included within the perimeter of 
the Financial Group controlled by Espírito Santo Financial Group S.A. (“Banco Espírito Santo Group”). 

 

Analyst Certification 

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each 
security or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about 
those securities or issuers; the issuers were not previously informed about the content of the recommendation included in this research 
report and the assumptions were not validated by the issuers; (2) no part of his or her compensation is directly or indirectly related to: 
(a) the specific recommendations or views expressed by that research analyst in the research report; and/or (b) any services provided 
or to be provided by Banco Espírito Santo de Investimento, S.A. and/or by any of its affiliates to the issuer of the securities under 
recommendation. Moreover, each of the analysts hereby certifies that he or she has no economic or financial interest whatsoever in the 
companies subject to his or her opinion and does not own or trade any securities issued by the latter. 

 

Explanation of Rating System  

12-MONTH RATING DEFINITION 

BUY Analyst expects at least 10% upside potential to fair value, which should be realized in the next 12 months 

NEUTRAL Analyst expects upside/downside potential of between +10% and -10% to fair value, which should be realized in the next 12 months. 

SELL Analyst expects at least 10% downside potential to fair value, which should be realized in the next 12 months 

SHORT TERM RATING DEFINITION 

ST POSITIVE 
Analyst expects the stock price to appreciate in value within 3 months of the rating assignation because of a specifically identified catalyst(s) or 
event(s) 

ST NEGATIVE 
Analyst expects the stock price to decline in value within 3 months of the rating assignation because of a specifically identified catalyst(s) or 
event(s) 

For further information on Rating System please see “Definitions and distribution of ratings” on: http://www.espiritosantoib-
research.com. 

 

Ratings Distribution 

Espirito Santo Investment Bank Research hereby provides the distribution of the equity research ratings in relation to the total Issuers 
covered and to the investment banking clients as of 30 September 2011. 

As at end September 2011 Total ESIB Research  Total Investment Banking Clients (IBC) 

Recommendation Count % of Total  Count % of IBC % of Total 

BUY 223 53.0%  33 70.3% 7.9% 

NEUTRAL 125 29.8%  12 25.5% 2.9% 

SELL 68 16.2%  1 2.1% 0.2% 

RESTRICTED 4 1.0%  1 2.1% 0.2% 

TOTAL 420 100%  47 100%  

As at end September 2011 Total ESIB Research  Total Investment Banking Clients (IBC) 

Recommendation Count % of Total  Count % of IBC % of Total 

SHORT TERM POSITIVE 0 0%  0 0% 0% 

SHORT TERM NEGATIVE 0 0%  0 0% 0% 

TOTAL 0 0%  0 0%  

 

Share Prices 

Share prices are as at the close of business on the day preceding publication, unless otherwise specified. 

 

Coverage Policy  

Espírito Santo Investment Bank Research reserves the right to choose the securities it expresses opinions on. The main criteria to 
choose such securities are: 1) markets in which they trade 2) market capitalisation 3) liquidity, 4) sector suitability. Espírito Santo 
Investment Bank Research has no specific policy regarding the frequency in which opinions and investment recommendations are 
released. 
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Representation to Investors 

Espírito Santo Investment Bank Research has issued this report for information purposes only. This material constitutes "investment 
research" for the purposes of the Markets in Financial Instruments Directive and as such contains an objective or independent 
explanation of the matters contained in the material.  

Any recommendations contained in this document must not be relied upon as investment advice based on the recipient's personal 
circumstances.. This report is not, and should not be construed as an offer or a solicitation to buy or sell any securities or related financial 
instruments. The investment discussed or recommended in this report may be unsuitable for investors depending on their specific 
investment objectives and financial position. The material in this research report is general information intended for recipients who 
understand the risks associated with investment. It does not take account of whether an investment, course of action, or associated 
risks are suitable for the recipient. This research report does not purport to be comprehensive or to contain all the information on which a 
prospective investor may need in order to make an investment decision and the recipient of this report must make its own independent 
assessment and decisions regarding any securities or financial instruments mentioned herein. In the event that further clarification is 
required on the words or phrases used in this material, the recipient is strongly recommended to seek independent legal or financial 
advice. Where an investment is denominated in a currency other than the investor’s currency, changes in rates of exchange may have 
an adverse effect on the value, price of, or income derived from the investment. Past performance is not necessarily a guide to future 
performance. Income from investments may fluctuate. The price or value of the investments to which this report relates, either directly 
or indirectly, may fall or rise against the interest of investors. Any recommendation and opinion contained in this report may become 
outdated as a consequence of changes in the environment in which the issuer of the securities under analysis operates, in addition to 
changes in the estimates and forecasts, assumptions and valuation methodology used herein. The securities mentioned in this 
publication may not be eligible for sale in some states or countries. 

All the information contained herein is based upon information available to the public and has been obtained from sources believed to 
be reliable. However, Espírito Santo Investment Bank Research does not guarantee the accuracy or completeness of the information 
contained in this report. The opinions expressed herein are Espírito Santo Investment Bank Research present opinions only, and are 
subject to change without prior notice. Espírito Santo Investment Bank Research is not under any obligation to update or keep current the 
information and the opinions expressed herein nor to provide the recipient with access to any additional information.  

Espírito Santo Investment Bank Research has not entered into any agreement with the issuer relating to production of this report. Espírito 
Santo Investment Bank Research does not accept any form of liability for losses or damages which may arise from the use of this 
report or its contents.  

 

Ownership and Material Conflicts of Interest  

Banco Espírito Santo de Investimento, S.A. and/or its Affiliates (including all entities within Espírito Santo Investment Bank Research) 
and/or their directors, officers and employees, may have, or have had, interests or qualified holdings on issuers mentioned in this 
report. Banco Espírito Santo de Investimento, S.A. and/or its Affiliates may have, or have had, business relationships with the 
companies mentioned in this report. However, the research analysts may not purchase or sell securities or have any interest 
whatsoever in companies subject to their opinion. 

 

Banco Espírito Santo Group has a qualified shareholding (1% or more) in EDP, Novabase, Portugal Telecom, ZON Multimédia and 
Semapa. Portugal Telecom has either a direct or indirect qualified shareholding (2% or more) in Banco Espírito Santo, S.A. and Lloyds 
Banking Group has a shareholding of 3.3% in Espírito Santo Investment Holdings Limited.  
 
BES Securities do Brasil S.A. CCVM does not hold a direct or indirect stake in the capital of the company (companies) that are subject 
of analysis(es)/recommendation(s) in this report, but the Banco Espírito Santo Group within which it is inserted, holds, directly and in 
some cases indirectly, 1% or more of the equity securities of the following companies: Cia. Providência Indústria e Comércio, Bradesco 
and Vila Velha S/A and its associated company UNIPAR. Bradesco is a direct shareholder of BES Securities do Brasil S.A. CCVM’ 
parent company. With the exception of the companies mentioned before, BES Securities do Brasil S.A. CCVM does not hold direct or 
indirect stakes in the capital of the other companies that are subject of analysis(es)/recommendations in this report, and it was not 
involved in the acquisition, alienation and intermediation of securities issued by these companies in the market. 

Pursuant to Polish Ministry of Finance regulations we inform that Banco Espírito Santo Group companies and/or Banco Espírito Santo 
de Investimento, SA Branch in Poland do not have a qualified shareholding in the Polish Securities Issuers mentioned in this report 
higher than 5% of its total share capital. 

 

The Chief Executive Officer of Banco Espírito Santo de Investimento, S.A., Mr. José Maria Ricciardi, is a member of EDP’s General 
and Supervisory Board. Mr. Rafael Valverde, a member of the board of Banco Espírito Santo de Investimento, S.A., is a non-executive 
board member of EDP Renováveis. Mr. Ricardo Abecassis Espírito Santo Silva, a member of the board of Banco Espírito Santo de 
Investimento, S.A., is a board member of BHG. 

 

Banco Espírito Santo de Investimento, S.A and/or its subsidiaries are liquidity providers for Novabase. 

 

Banco Espírito Santo de Investimento, S.A. and/or its subsidiaries participate or have participated, as a syndicate member in share 
offerings of Banca Civica, Sonae Sierra Brasil, S.A (a subsidiary of Sonae SGPS), EDP Brazil, and JBS, Autometal, Inpar, Lopes, PDG 
Realty, Tecnisa, BR Properties, Even, Sonae, Direcional, Brasil Brokers, Hypermarcas, Estácio, Banco do Brasil, Brasil Insurance, 
Ecorodovias, Julio Simões, Magnesita, Mils, Multiplus, OSX Brasil, Petrobras, HRT Petróleo, Queiroz Galvão, CAB, Fleury, Droga 
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Raia, Arezzo, BR Malls, Kroton Unit, Gerdau, Metal Gerdau, Brasil Pharma, Unipar and HRTP and Burford Capital, IQE plc. and ACM 
Shipping Plc, and Kredyt Inkaso S.A., Giełda Papierów Wartościowych S.A. (the Warsaw Stock Exchange S.A.), Bank Gospodarki 
Żywnościowej S.A. and BGZ, S.A., in the last 12 months. 

Banco Espírito Santo de Investimento, S.A. and/or its subsidiaries participate or have participated, as a syndicate member in the bond 
issues of the following companies: Abengoa, EDP and Portugal Telecom, JHSF, Cemig, Eletrobrás, ABC Brasil, Bradesco, 
Panamericano, Pine e Julio Simões, and as an entity organizing the issuance of bond issues of Kredyt Inkaso S.A in the last 12 
months. 

 

Banco Espírito Santo de Investimento, S.A. and/or its subsidiaries provided investment banking services to the following companies: 
Abertis, Acciona ACS, Altri, Banca Civica, BBVA, Brisa, Dinamia, EDP, EDP Brazil, EDP Renováveis, Endesa, Ferrovial, Ibersol, 
Jerónimo Martins, Martifer, Mota-Engil, Portugal Telecom, REN, Sacyr Vallehermoso, Semapa, Sonaecom, Sonae SGPS, Teixeira 
Duarte and ZON Multimédia, and Budimex SA, Grupa Lotos S.A. and Kredyt Inkaso S.A and Ambev, JBS, Embraer, Autometal, PDG 
Realty, Tecnisa, BR Properties, Even, Sonae, Brasil Brokers, Hypermarcas, Cemig, Eletrobras, ABC Brasil, Bradesco, Banco do Brasil, 
Panamericano, Pine, Ecorodovias, OHL, Gerdau, Braskem, Petrobras, Unipar, HRT Petróleo, Fleury, Tim, Droga Raia, Arezzo BR 
Malls, Kroton Unit, Gerdau, Metal Gerdau, Brasil Pharma and ACM Shipping, AGA Rangemaster Group, Burford Capital, Caledonian 
Trust, Forum Energy, GlobeOp Financial Services, Impax Asset Management Group, ImmuPharma, India Hospitality Corp., IPSA, IQE, 
Palmaris Capital, Shaftesbury Plc., SVG Capital, Ted Baker Workspace Group Plc and Flybe Group Plc, in the last 12 months. 

 

Banco Espírito Santo Group has been a partner to Mota-Engil in the infrastructure business in Portugal and other countries. Mota-Engil 
and Banco Espírito Santo Group, through ES Concessões, S.G.P.S., S.A., have created a joint holding company – Ascendi – for all 
stakes in transportation infrastructure concessions, in Portugal and abroad. Banco Espírito Santo de Investimento, S.A. provided, or 
continues to provide, investment banking services to Ascendi. 

 

Banco Espírito Santo de Investimento, S.A. and/or its subsidiaries do and seek to provide investment banking or other services to the 
companies referred to in this research report. As a result, investors should be aware that a conflict of interest may exist.  

 

Market Making UK 

Execution Noble Limited    is a Market Maker in companies covered and may sell to or buy from customers as principal in certain financial 
instruments listed or admitted to listing on the London Stock Exchange. For information on Companies to which Execution Noble 
Limited is a Market Maker please see “UK Market Making” on http://www.espiritosantoib-research.com. 

 

Confidentiality 

This report cannot be reproduced, in whole or in part, in any form or by any means, without Espírito Santo Investment Bank Research’s 
specific written authorization. This report is confidential and is intended solely for the designated addressee. Therefore any disclosure, 
replication, distribution or any action taken in reliance on it, is prohibited and unlawful. Receipt and/or review of this research report 
constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information 
contained in this report (including any investment recommendations, estimates or price targets without first obtaining express 
permission from an authorized officer of Banco Espírito Santo de Investimento, S.A.  

 

Regulatory Authorities 

For information on the identity of the Regulatory Authorities that supervise the entities included within Espírito Santo Investment Bank 
Research please see http://www.espiritosantoib-research.com. 

 

IMPORTANT DISCLOSURES FOR U.S. PERSONS 

 

 This report was prepared by Espírito Santo Investment Bank Research, a global brand name for the equity research teams of Banco 
Espírito Santo de Investimento, S.A., with headquarter in Lisbon, Portugal, of its Branches in Spain and Poland and of its affiliates BES 
Securities do Brasil, S.A – Corretora de Câmbio e Valores Mobiliários, in Brazil, and Execution Noble Limited, in the United Kingdom, all 
authorized to engage in securities activities according to each domestic legislation. Neither Banco Espírito Santo de Investimento, S.A. 
nor these affiliates are registered as a broker-dealer in the United States and therefore, is not subject to U.S. rules regarding the 
preparation of research reports and the independence of research analysts. This report is provided for distribution to U.S. institutional 
investors in reliance upon the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as 
amended. 
 

This report is confidential and not intended for distribution to, or use by, persons other than the addressee and its employees, agents and advisors.  
 

E.S. Financial Services, Inc. is the U.S. distributor of this report.  E.S. Financial Services, Inc. accepts responsibility for the contents of 
this report, subject to the terms set out below, to the extent that it is delivered to a U.S. person other than a major U.S. institutional 
investor. Any U.S. person receiving this report and wishing to effect securities transactions in any security discussed in the report 
should do so only through E.S. Financial Services, Inc. 
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Contact Information: 

    

Garreth Hodgson Senior Managing Director /Head of Sales (212) 351-6054 ghodgson@esinvestment.com 

Eva Gendell Vice President (212) 351-6058 egendell@esinvestment.com 

Joseph Mcglone Vice President (212) 351-6061 jmcglone@esinvestment.com 

Joy Bejasa Vice President (212) 351-6055 jbejasa@esinvestment.com 

Lisa Gottardo Executive Director (212) 351-6060 lgottardo@esinvestment.com 

Mike Maione Executive Director (212) 351-6067 mmaione@esinvestment.com 

MikeWilliams Vice President (212) 351-6052 mwilliams@esinvestment.com 

Pedro Marques Vice President (212) 351-6051 pmarques@esinvestment.com 

Poorva Upadhyaya Assistant Vice President (212) 351-6056 pupadhyaya@esinvestment.com 

 

E.S. Financial Services, Inc. 

New York Branch 

340 Madison Avenue, 12th Floor 

New York, N.Y. 10173 

 

Each analyst whose name appears in this report certifies the following, with respect to each security or issuer that the analyst covers in 
this report: (1) that all of the views expressed in this report accurately reflect the personal views of the analyst about those securities 
and issuers; and (2) that no part of the compensation of the analyst was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by the analyst in this report. 

 

The analysts whose names appear in this report are not registered or qualified as research analysts with the Financial Industry 
Regulatory Authority ("FINRA") and may not be associated persons of E.S. Financial Services, Inc. and therefore may not be subject to 
the applicable restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities 
held by a research analyst account. 

Ownership and Material Conflicts of Interest 

Banco Espírito Santo de Investimento, S.A. and/or its Affiliates and/or their directors, officers and employees, may have, or have had, 
interests or qualified holdings on issuers mentioned in this report. Banco Espírito Santo de Investimento, S.A. and/or its Affiliates may 
have, or have had, business relationships with the companies mentioned in this report.  

For a complete list of the covered Issuers in which Banco Espírito Santo de Investimento, S.A. or its Affiliates hold stakes in excess of 
1% and for information on possible material conflicts of interest arising from investment banking activities please see “Important 
disclosures for US persons” on http://www.espiritosantoib-research.com. 

 

Receipt of Compensation  

For information on Receipt of Compensation from subject Issuers please see “Important disclosures for US persons” on 

http://www.espiritosantoib-research.com. 

Representation to Investors 

Espírito Santo Investment Bank Research has issued this report for information purposes only. All the information contained therein is 
based upon information available to the public and has been obtained from sources believed to be reliable. However, Espírito Santo 
Investment Bank Research does not guarantee the accuracy or completeness of the information contained in this report. The opinions 
expressed herein are our present opinions only, and are subject to change without prior notice. Espírito Santo Investment Bank 
Research is not under any obligation to update or keep current the information and the opinions expressed herein. This report is not, 
and should not be construed as an offer or a solicitation to buy or sell any securities or related financial instruments. The investment 
discussed or recommended in this report may be unsuitable for investors depending on their specific investment objectives and 
financial position. Where an investment is denominated in a currency other than the investor’s currency, changes in rates of exchange 
may have an adverse effect on the value, price of, or income derived from the investment. Past performance is not necessarily a guide 
to future performance. Income from investments may fluctuate. The price or value of the investments to which this report relates, either 
directly or indirectly, may fall or rise against the interest of investors. Any recommendation and opinion contained in this report may 
become outdated as a consequence of changes in the environment in which the issuer of the securities under analysis operates, in 
addition to changes in the estimates and forecasts, assumptions and valuation methodology used herein. The securities mentioned in 
this publication may not be eligible for sale in some states or countries. Espírito Santo Investment Bank Research does not accept any 
form of liability for losses or damages which may arise from the use of this report. Please note that investing in any non-U.S. securities 
or related financial instruments discussed in this research report may present certain risks. The securities of non-U.S. issuers may not 
be registered with the U.S. Securities and Exchange Commission or subject to regulation in the United States. Information on such 
non-U.S. securities or related financial instruments may be limited. Foreign companies may not be subject to audit and reporting 
standards and regulatory requirements comparable to those in the United States.  

 


