LONG TERM INVESTMENT CALL

CMP (INR) 362
Target (INR) 480
52 week High/Low (INR) 465/302
Market Cap (INR BN) 72.4
3M Avg. Daily Volumes (‘000) 430.73
P/E (FY12e) 2.9

Shareholding Pattern (%)

Others
22%

Stock Performance

Biocon Nifty
140 4
120 4
100 i oo M
KN V™
80 T T T T T T
Tul-10 Sep-10 Nov-10 Jan-11 Mar-11 May-11 Jul-11

Performance (%)

Biocon 7.1 -3.5 9.1
Nifty 6.7 -4.3 3.5

* Source: Bloomberg, Unicon Research

Email: wealthresearch@uniconindia.in

Company Report | Q1FY12 Result Update

Wealth Research, Unicon Financial IntermediarieM

WEALTH MANAGEMENT

23 July 2011 Buy

Q1FY12 Result Highlights

Biocon 1td announced its Q1FY12 results which were mainly below
the street estimates. The results were impacted by the Middle East
crises faced by the company during the quarter and less than expected
licensing income.

Biocon reported a topline growth of 10% YoY with the total income at
INR. 443 mn. Revenues were affected by the lower licensing income
which came in at INR 140 mn. However the biopharma business of the
company posted a growth of 8% yoy. Company also reported a strong
growth of 22% in its revenue from the CRAMS segment.

Last quarter the company divested its stake in its German subsidiary
Axicorp which was a low margin generating arm. This led to the
expansion of the operating margins QoQ back to the level of 27.5% from
20% in the last quarter. On yoy basis the operating margins remained
almost flat. The operating profit stood at Rs. 1221.4 mn posting a growth
of 10% yoy.

The PAT was up by 7.4% yoy and came in at INR 700 mn. It was majorly
affected by the higher tax incidence and depreciation expenses.

Going Forward

Biocon has initiated supply of its high margin API, Fidaxomicin to
Optimer during Q1FY12 which is expected to generate incremental
revenue from Q2FY11.

Also its supply pact of Insulin and Glargine with Pfizer is expected to
contribute to its revenue in the coming quarters. Biocon is expecting to
ramp up its licensing income in the coming quarters of FY12.

Biocon is in discussions with several global players for the partnership
for the
(Anti-6 monoclonal antibody program). Development in any of these

leading novel assets, Oral Insulin and Itolizumab
programs can add a good amount to the licensing income generation in

the coming quarters.
Outlook and valuation

We expect Biocon to ramp up its revenue going forward in FY12 majorly
contributed by expected incremental licensing income and other
revenue boosters like Fidaxomicin & Insulim thus maintaining our
positive stance on the stock. We reiterate our et walue for Biocon at
~17x its FY13E earnings with the price objective

potential upside of 33%.
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Financials
(INR in mn)
Total Income from Operations 4434.7 4025.0 10.2 7032.3 -36.9
Raw Materials 1891.1 1751.7 8.0 3931.6 -51.9
% of sales 42.6 43.5 55.9
Employee Expense 692.6 554.6 24.9 819.7 -15.5
% of sales 15.6 13.8 11.7
Power Cost 231.3 196.8 17.5 218.3
% of sales 5.2 4.9 3.1
Other Expenses 398.3 409.8 -2.8 611.4 -34.9
% of sales 8.9 10.2 8.7
Total expenditure 3213.3 29129 10.3 5581.0 -42.4
Operating Profit 1221.4 1112.1 9.8 1451.3 -15.8
OPM % 27.5 27.6 20.6
Other Income 105.4 68.7 53.4 132.7 -20.6
Interest 56.5 65.6 -13.9 56.6 -0.2
Depreciation 450.5 363.4 24.0 396.1 13.7
PBT 819.8 751.8 9.0 1131.3 -27.5
Tax 119.3 99.6 19.8 110.6 7.9
Tax Incidence 14.6 13.3 9.8
PAT 700.5 652.2 7.4 1020.7 -31.4
PATM % 15.8 16.2 14.5
EPS 3.50 3.84 5.04
Source: Company, Unicon Research
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Unicon Investment Ranking Methodology

Rating Buy Accumulate Hold Reduce Sell

Return Range >=20% 10% to 20% -10% to 10% -10% to -20% <=-20%

Disclaimer

This document has been issued by Unicon Financial Intermediaries Pvt. Ltd. (“UNICON”) for the information of its customers only. UNICON is governed by
the Securities and Exchange Board of India. This document is not for public distribution and has been furnished to you solely for your information and must
not be reproduced or redistributed to any other person. Persons into whose possession this document may come are required to observe these restrictions. The
information and opinions contained herein have been compiled or arrived at based upon information obtained in good faith from public sources believed to
be reliable. Such information has not been independently verified and no guarantee, representation or warranty, express or implied is made as to its accuracy,
completeness or correctness. All such information and opinions are subject to change without notice. This document has been produced independently of any
company or companies mentioned herein, and forward looking statements; opinions and expectations contained herein are subject to change without notice.
This document is for information purposes only and is provided on an “as is” basis. Descriptions of any company or companies or their securities mentioned
herein are not intended to be complete and this document is not, and should not be construed as an offer, or solicitation of an offer, to buy or sell or subscribe
to any securities or other financial instruments. We are not soliciting any action based on this document. UNICON, its associate and group companies its
directors or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action
taken on basis of this document, including but not restricted to, fluctuation in the prices of the shares and bonds, reduction in the dividend or income, etc.
This document is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person or entity who is a
citizen or resident or located in any locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would
be contrary to law or regulation or would subject UNICON or its associates or group companies to any registration or licensing requirement within such
jurisdiction. If this document is inadvertently sent or has reached any individual in such country, the same may be ignored and brought to the attention of the
sender. This document may not be reproduced, distributed or published for any purpose without prior written approval of UNICON. This document is for
the general information and does not take into account the particular investment objectives, financial situation or needs of any individual customer, and it
does not constitute a personalised recommendation of any particular security or investment strategy. Before acting on any advice or recommendation in this
document, a customer should consider whether it is suitable given the customer’s particular circumstances and, if necessary, seek professional advice. Certain
transactions, including those involving futures, options, and high yield securities, give rise to substantial risk and are not suitable for all investors. UNICON,
its associates or group companies do not represent or endorse the accuracy or reliability of any of the information or content of the document and reliance
upon it is at your own risk.

UNICON, its associates or group companies, expressly disclaims any and all warranties, express or implied, including without limitation warranties of
merchantability and fitness for a particular purpose with respect to the document and any information in it. UNICON, its associates or group companies, shall
not be liable for any direct, indirect, incidental, punitive or consequential damages of any kind with respect to the document. No part of this publication may
be reproduced, stored in a retrieval system, or transmitted, on any form or by any means, electronic, mechanical, photocopying, recording, or otherwise,
without the prior written permission of Unicon Financial Intermediaries Pvt. Ltd.
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