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Price Rs231
Target Price Rs340
Investment Period  12-months
Stock Info

Sector Pharmaceutical
Market Cap (Rs cr) 4,833
Beta 04
52 Week High / Low 389/180
Avg Daily Volume 54603
Face Value (Rs) 2
BSE Sensex 9,569
Nifty 2,917
BSE Code 500302
NSE Code PIRHEALTH
Reuters Code PIRABO
Bloomberg Code PHC@IN

Shareholding Pattern (%)

Piramal Healthcare

Event Update

Piramal Healthcare - Minrad International: Small but Strategic fit

Piramal Healthcare announced its definitive merger agreement with Minrad International
Inc, a provider of generic inhalation anaesthetic, for a total consideration of US $40mn.
Piramal Healthcare had entered the Inhalation Anaesthetic segment through
acquisition of the Rhodia IA business in FY2005. It currently produces Halothane and
Isoflurane at its manufacturing facility in India. With the Minrad acquisition, Piramal will
have all five products, viz. Desflurane, Sevoflurane, Enflurane, Isoflurane and Halothane of
the Anaesthetic segment to come under its portfolio making it the third largest player after
Abbott and Baxter in the US Inhalation Anaesthetic market.

B Contours of the Deal: As per the agreement, Minrad will merge with a newly
incorporated wholly-owned subsidiary of Piramal. The transaction is conditioned upon
approval by Minrad's stockholders and other customary closing conditions. The deal is
expected to close in the first quarter of 2009. Out of the US $40mn consideration, which will
be raised through internal accruals and debt, Piramal Healthcare will pay Equity
consideration of US $5.9mn (at 0.12 per share), assume existing debt and other charges
of US $3.3mn and redeem convertible notes of US $30.8mn. The company also plans to
infuse additional US $12mn as working capital investment.

B Management expects acquisition to be EPS accretive in FY2010: Piramal
Healthcare intends to turn the acquisition profitable in its first year of operation by rationalising
costs across the value chain and through working capital management. Management
expects Minrad to clock Revenues of US $65mn with EBITDA Margins of 25% and be
marginally EPS accretive in the first year of consolidation (FY2010). We believe this
acquisition will help the company scale up its Inhaled Anaesthetic product portfolio and
build a global presence in the Critical Care segment in the long term. We have not factored
in any upsides from the acquisition on the Net Profit front.

Key Financials

Promoters 49.6
MF/Banks/ Indian Fls 14.0
FII/NRIs/OCBs 25.0
Indian Public / Others 11.4
Abs. 3am lyr  3yr

Sensex (%) (29.4) (52.6) 5.3
Piramal (%)  (30.9) (37.0) (12.5)

Sarabjit Kour Nangra

Tel: 022 - 4040 3800 Ext: 343

E-mail: sarabjit@angeltrade.com

Sushant Dalmia

Tel: 022 - 4040 3800 Ext: 320

E-mail: sushant.dalmia@angeltrade.com

Y/E March (Rs cr) FY2007 FY2008 FY2009E FY2010E
Net Sales 2,420 2,848 3,334 3,751
% chg 52.9 17.7 17.1 12.5
Net Profit 218 334 444 469
% chg 80.8 53.0 33.0 5.7
Adj EPS (Rs) 10.4 15.9 21.2 22.4
EBITDA Margin (%) 13.7 18.9 19.3 20.2
P/E (x) 21.9 14.3 10.7 10.2
ROE (%) 21.1 33.7 37.0 32.3
RoCE (%) 21.2 27.9 30.5 28.1
P/BV (x) 3.9 3.9 3.3 2.7
EV/Sales (x) 2.2 1.9 1.6 15
EV/EBITDA (x) 134 9.3 7.8 7.1

Source: Company, Angel Research
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About Minrad

Pharmaceutical

Minrad, which was founded in 1996, has presence across three segments, viz. Inhalation
Anaesthetic gases, Conscious Sedation systems and Image Guidance systems. Minrad has
transformed itself into a generic provider of Inhalation Anaesthetic products, which contributed
98% of Total Revenues in the first nine months of CY2008, with all four key products

(Desflurane-ANDA filed, Sevoflurane, Enflurane and Isoflurane) under its portfolio.

Exhibit 1: Minrad Financials (US $Mn)

Profit & Loss Account CY2005 CY2006 CY2007 *CY2008
Revenue 8.3 16.3 13.0 23.0
% Growth 96.4 (20.2) 76.9
EBITDA (2.6) (6.4) (17.7) (15.3)
% of Revenue (31.3) (39.3) (136.2) (66.5)
Depreciation & Amortization 0.2 0.6 1 3.1
Interest Expenses 2 (0.5) (0.2) 25
Other non-operating expenses 7.2 0.7 0.2 4.7
PAT (12) (7.2) (18.7) (25.6)
% of Revenue (144.6) (44.2) (143.8) (111.3)
Balance Sheet

Net Worth 4.3 33.5 19.1 (1.8)
Debt 2.7 0.0 7.9 41.8
Deferred Income 0.1 0.0 1.0 0.8
Total 7.1 33.5 28.0 40.9
Net Fixed Assets 1.1 7.0 23.3 21.8
Intangibles 0.0 0.4 0.6 3.7
Working Capital 6.0 26.1 4.1 15.4
Total 7.1 335 28.0 40.9

Source: Company, Angel Research. * For 9MCY2008

Primary reason for the losses are high R&D costs and dependence on thrid party distributors.

Inhalation Anaesthetic Market

The global Inhalation Anaesthetic market is estimated at US $1,050mn having five gas
molecules with the US market accounting for 50% share. The US market is dominated by few
players like Abbot, Baxter and Minrad. Minrad’s marketshare is currently in low single digits
and with the acquisition by Piramal Healthcare it expects to increase it by 10-12% going
forward on the back of expansion in vaporisers installation, investment in working capital and

global material sourcing.
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Exhibit 2: Global Inhalation Anaesthetic Market Size
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Source: Company, Angel Research
Acquisition Rationale

Piramal Healthcare had entered into the Inhalation Anaesthetic segment through acquisition of
Rhodia IA business in FY2005. It currently produces Halothane and Isoflurane through its
manufacturing facility in India. With the Minrad acquisition, Piramal Healthcare will have all the
five products, viz. Desflurane, Sevoflurane, Enflurane, Isoflurane and Halothane in the
Anaesthetic segment to come under its portfolio making it the third largest player after Abbott
and Baxter in the US Inhalation Anaesthetic market.

Exhibit 3: Companies Presence across products

Products Market Size (US $Mn) Companies

Abbot Baxter Piramal HC Minrad
Desflurane 210 S S X \
Sevoflurane 750 S S X \
Enflurane 5 X X X \/
Isoflurane 75 S \ V \/
Halothane 10 \ S \ X

Source: Company, Angel Research
Outlook and Valuation

Piramal Healthcare has been a key entrant in the CMG space. Over the last few years, the
segment has been the key growth driver for the company. We expect the company’s Revenues
to grow at a CAGR of 14.8% over FY2008-10E to Rs3,751cr and Net Profit to post CAGR of
18.6% over the mentioned period to Rs468.9cr. At current levels, the stock is trading at 10.7x
FY2009E and 10.2x FY2010 Earnings. We maintain a Buy on the stock with a Target Price
of Rs340, which implies a Target multiple of 15x FY2010E EPS.
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Amit Bagaria

PMS
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Sandeep Wagle

Chief Technical Analyst
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Manager - Technical Advisory Services
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ajit.joshi@angeltrade.com
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Derivative Analyst
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Anuj Gupta Sr. Technical Analyst anuj.gupta@angeltrade.com
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Research & Investment Advisory: Acme Plaza, 3rd Floor ‘A’ wing, M.V. Road, Opp Sangam Cinema, Andheri (E), Mumbai - 400 059

Disclaimer

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.

Opinion expressed is our current opinion as of the date appearing on this material only. While we endeavor to update on areasonable basis the information discussed in this material, there may be regulatory,
compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without
notice. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

Theinformation in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true and are for general guidance only. While every
effortis made to ensure the accuracy and completeness of information contained, the company takes no guarantee and assumes no liability for any errors or omissions of the information. No one can use
the information as the basis for any claim, demand or cause of action.

Recipients of this material should rely on their own investigations and take their own professional advice. Each recipient of this document should make such investigations as it deems necessary to arrive
at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult their own advisors to determine the
merits and risks of such an investment. Price and value of the investments referred to in this material may go up or down. Past performance is not aguide for future performance. Certain transactions - futures,
options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all investors. Reports based on technical analysis centers on studying charts of
astock's price movement and trading volume, as opposed to focusing on acompany's fundamentals and as such, may not match with areport on acompany's fundamentals.

We do not undertake to advise you as to any change of our views expressed in this document. While we would endeavor to update the information herein on areasonable basis, Angel Broking, its subsidiaries
and associated companies, their directors and employees are under no obligation to update or keep the information current. Also there may be regulatory, compliance, or other reasons that may prevent Angel
Broking and affiliates from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. Angel Broking
Limited and affiliates, including the analyst who has issued this report, may, on the date of this report, and from time to time, have long or short positions in, and buy or sell the securities of the companies
mentioned herein or engage in any other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential conflict of interest with respect to company/
ies mentioned herein or inconsistent with any recommendation and related information and opinions.

Angel Broking Limited and affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other advisory services in amerger or specific transaction to the companies
referred to in this report, as on the date of this report or in the past.

Buy (Upside > 15%)
Reduce (Downside upto 15%)

Accumulate (Upside upto 15%)
Sell (Downside > 15%)

Ratings (Returns) : Neutral (5 to -5%)
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Corporate & Marketing Office

Piramal Healthcare

612, Acme Plaza, M.V. Road, Opp Sangam Cinema, Andheri (E), Mumbai - 400 059

o

Pharmaceutical

: (022) 4000 3600/ 2835 9600

NRIHelpdesk e-mail : nri@angeltrade.com Tel: (022) 4000 3622/ 4026 2700
Investment Advisory Helpdesk e-mail : advisory@angeltrade.com Tel : (022) 4040 3800
Commodities e-mail : commodities@angeltrade.com Tel: (022) 40358600

PMS e-mail : pmshelpdesk@angeltrade.com Tel: (022) 4005 8211

Feedback e-mail : feedback@angeltrade.com Tel : (022) 28355000

Regional Offices:

Ahmedabad - Manoj Johnson Tel: (079) 3982 2300 / 3982 5200

Jaipur - Sumit Trivedi Tel: (0141) 3941 3940

Bengaluru - Dhiraj Pandey Tel: (080) 3941 3940

Mumbai (Powai) - Vishal Mishra Tel: (022)3952 6500.

Kanpur - Anupam Mehrotra Tel: (0512) 3017 700

Chennai - Thiruneer Selvan Tel: (044) 3941 3940

New Delhi - Sanjay Kotak Tel: (011) 3981 6200

Kolkata - Vikram Malik Tel: (033) 3941 3940

Cochin - Jubin Varkey Tel: (0484) 3941 3940

Pune - Shardul Kulkarni / Sulbha Shinde Tel: (020) 3071 0250 / 2551 3143

Coimbatore - Lakshminarayanan R Tel: (0422) 3941 3940

Rajkot - Vijay Popat Tel :(0281) 2490 847

Ludhiana - Pooja Jain Tel: (0161) 4697 400

Hyderabad - Mohsin Ahmed Tel: (040) 3091 2222

Surat - Pratik Sanghvi / Dinesh Maheshwari Tel: (0261) 3071 600

Nagpur - Sanchit Tiwari Tel: (0712) 3041 533

Indore - Avtar Singh Grewal Tel: (0731) 3941 3940

Visakhapatnam - Vamsi Krishna Tel :(0891) 3987 200 - 29

Private Client Group Offices:

|
|
|
Lucknow - Ejaz Mohyi Tel: (0522) 3057 700 |
|
|
|

Nashik - Nilesh Supekar Tel: (0253) 3011 400/ 1

Ahmedabad (C. G. Road) - Arpit Shah Tel: (079) 3982 9934

Sub - Broker Marketing:

‘ ‘ Surat - Arpan Shroff Tel: (0261) 3071 600 ‘

‘ Powai - Pankaj Mungre Tel: (022) 3952 6500

Rajkot (Race course) - Nishit Maniar Tel: (0281) 2490 847

Branch Offices:

Andheri (Lokhandwala) -Tel:(022) 3952 5679

Andheri (W) - Tel: (022) 2635 2345/ 6668 0021

Bandra (W) - Tel: (022) 2655 5560/ 70

Bandra (W) - Tel: (022) 6643 2694 - 99

Borivali (W) - Tel: (022) 3952 4787

Chembur - Tel: (022) 6703 0210/11/12

Chembur - (Basant) - Tel:(022) 3267 9114/ 15

Fort - Tel: (022) 3958 1887

\
\
\
\
\
Borivali (Punjabi Lane) - Tel: (022) 3951 5700. ‘
\
\
\
\

Ghatkopar (E) - Tel: (022) 6799 3185 - 88

Kalbadevi - Tel: (022) 2243 5599 / 2242 5599 ‘

Kandivali (W) - Tel: (022) 2867 3800/2867 7032 \

Kandivali - Tel: (022) 2846 1654 / 2056 / 2076 ‘

Malad (E) - Tel: (022) 2880 4440 \

Malad (Natraj Market) - Tel:(022) 28803453 / 24‘

Masjid Bander - Tel: (022) 2345 5130 /1 / 8 / 42 /28 \

Mulund (W) - Tel: (022) 2562 2282 \

Nerul - Tel: (022) 27719012 - 17

Powai (E) - Tel: (022) 3952 5887

Sion - Tel: (022) 3952 7891

Thane (W) - Tel: (022) 2539 0786/ 0650/ 1

Vile Parle (W) - Tel: (022) 2610 2894 / 95

Wadala - Tel: (022) 2414 0607 / 08

Ajmer - Tel: (0145) 3941 3940

|
|
|
|
Vashi - Tel: (022) 2765 4749 / 2251 |
|
|
|
|

Alwar - Tel: (0144) 3941 3940/ 99833 60006

Ahmeda. (Bapu Nagar) - Tel : (079) 3091 6900 - 02 ‘

Ahmedabad (C. G. Road) - Tel: (079) 4021 4023 ‘

Ahmeda. (Gurukul) - Tel: (079) 3011 0800/ 01 ‘

Ahmedabad (Kalupur) - Tel: (079) 3041 4000/ 01 ‘

Ahmedabad (Maninagar) - Tel: (079) 3941 3940 ‘

Ahmeda. (Ramdevnagar) - Tel : (079) 4024 3842 /43 ‘

Ahmedabad (Sabarmati) - Tel : (079) 3091 6100/ 01 ‘

Jamnagar(Indraprashta) - Tel: (0288) 3941 3940 ‘

Rajkot - (Bhakti Nagar) Tel: (0281) 2361 935

Ahmedabad (Satellite) - Tel: (079) 4000 1000 ‘

Jamnagar (Cross Word) - Tel: (0288) 2751 118 ‘

Rajkot - (Indiracircle) Tel : (0281) 3982 985

Ahmedabad (Shahibaug) -Tel: (079)3091 6800 / 01 ‘

Jamnagar (Moti Khawdi) - Tel: (0288) 2846 026 ‘

Rajkot (Orbit Plaza) - Tel: (0281) 3983 485

Amreli - Tel: (02792) 228 800/231039-42 ‘

Jamnagar(Madhav Plaza) - Tel: (0288) 2665 708‘

Rajkot (Pedak Rd) - Tel: (0281) 3985 100

Amritsar - Tel: (0183) 3941 3940

Jodhpur - Tel: (0291) 3941 3940 ‘

Rajkot (Ring Road)- Mobile: 99245 99393

Anand - Tel : (02692) 398 400/ 3

Junagadh - Tel: (0285) 3941 3940 ‘

Rajkot (Star Chambers) - Tel : (0281)3981 200 ‘

Ankleshwar - Tel: (02646) 398 200

Keshod - Tel: (02871) 234 027 / 233 967 ‘

Rajkot - (Star Chambers) - Tel : (0281) 2225 401-3 ‘

Baroda - Tel: (0265) 2226 103-04 / 6624 280

Kolkata (N. S. Rd) - Tel: (033) 39825050 |

Salem - Tel: (0427) 3982 810

Baroda (Akota) - Tel: (0265) 2355 258/ 6499 286 |

Kolkata (P. A. Shah Rd) - Tel: (033) 3001 5100 |

Secunderabad - Tel : (040) 3093 2600

Baroda (Manjalpur) - Tel: (0265) 6454280-3 ‘

Kota - Tel : (0744) 3941 3940 |

Surat (Mahidharpura) - Tel: (0261) 3092 900

Bengaluru - Tel: (080) 4072 0800 - 29 ‘

Mansarovar - Tel:(0141) 3057 700/98280 90009‘

Surat - (Parle Point) - Tel : (0261) 3091 400

Bhavnagar - Tel: (0278) 3941 3940 ‘

Mehsana - Tel: (02762) 645 291/92 ‘

Surat (Ring Road) - Tel : (0261) 3071 600

Bhavnagar (Shastrinagar)- Mobile: 92275 32302 ‘

Mysore - Tel: (0821) 4004 200 - 30 ‘

Surendranagar - Tel : (02752) 223305

Bhopal - Tel :(0755) 3941 3940 |

Nadiad - Tel : (0268) - 2527 230/ 34 ‘

Udaipur - (0294) 3941 3940

Bikaner - Tel: (0151)3941 3940/ 98281 03988

Nashik - Tel: (0253) 3011500/ 1/ 11 \

Valsad - Tel - (02632) 645 344 / 45

Chandigarh - Tel: (0172) 3092 700

New Delhi (Bhikaji Cama) - Tel: (011) 41659711 ‘

Vapi - Tel: (0260) 3088 210/ 211 /2400 214

Deesa - Mobile: 97250 01160

New Delhi (Lawrence Rd.) - Tel: (011) 3262 8699/ 8799 ‘

| Varachha - (0261) 3091 500

Erode - Tel: (0424) 3982 600

New Delhi (Pitampura) - Tel: (011) 4700 2380/ 84 ‘

‘ Vijayawada - Tel :(0866) 3941 3940

Faridabad - Tel: (0129) 3984 000

New Delhi (Nehru Place) - Tel: (011) 3982 0900 ‘

‘ Warangal - Tel: (0870) 39413940

Gajuwaka - Tel: (0891) 3987 100 - 30

New Delhi (Preet Vihar) - Tel: (011) 4310 6400 ‘

‘ AgraBranch - Tel: (0562) 4037200

Gandhinagar - Tel: (079) 4010 1010 - 31

Noida - Tel : (0120) 4639900/1/9 |

‘ Varanasi - Tel: (0542) 2221129, 3262431

Gandhidham - Tel: (02836) 237 135

Palanpur - Tel: (02742) 308 060 - 63

Patan - Tel: (02766) 222 306

Ghaziabad - Tel: (0120) 3980 800

Patel Nagar - Tel : (011) 45030 600

Gurgaon - Tel: (0124) 3050 700

Porbandar - Tel : (0286) 3941 3940

Himatnagar - Tel: (02772) 241 008/ 241 346

Porbandar (Kuber Life Style) - Mob.-98242 53737‘

Hyderabad - Tel: (040) 4222 2070-5

Pune - Tel : (020) 3093 4400/ 3052 3217

Hubli - Tel: (0836) 4267 500 - 22

Pune (Camp) - Tel: (020) 3092 1800

Indore - Tel: (0731) 3049 400

Indore - Tel: (0731) 4232 100/31/40

Rajamundhry - Tel: (0883) 3982 200

Jaipur - (Rajapark) Tel: (0141)3057 900

Rajkot (Ardella) Tel.: (0281) 2926 568

|
|
|
|
|
|
|
|
Gondal - Tel: (02825) 398 200 \
|
|
|
|
|
|
|
|
|

Jalgaon - Tel: (0257) 2234 832

|
|
Pune - Tel: (020) 6640 8300/ 3052 3217 ‘
|
|
|

Rajkot (University Rd.) - Tel: (0281) 2331 418
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