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LONG TERM INVESTMENT CALL

Industry Pharmaceutical
CMP INR 302
Target INR 363
Upside 20%

52 week High/Low INR 311/136
Market Cap INR 5883
Average Weekly Volumes 745864
Industry P/E 27.7

Biocon P/E (Annualized EPS) 20.5

Source: Capitaline, unicon research

Shareholding Pattern (as on 31/03/20)

Promoters 60.92
Institutional Investor 16.26
Public 13.68
Others 9.14
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Performance (%)
1Month 3 Month 12Month
Biocon 0.03% 4.70% 98.58%
NIFTY 1.51% 5.32% 54.92%

Source: Capitaline, unicon research
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Q4FY10 result Update

In line with Unicon’s estimates of INR 6822, net sales grew by 40.9%
YoY to INR 6568 mn in Q4FY10 vs INR 4663 mn in Q4FY09 on
account of strong growth from Bio-pharmaceutical and Axicorp

It's German subsidiary Axicorp’s revenues increased 43% from INR
2483 mn in Q4FY10 vs INR 1742mn in Q4FY09. This growth was due
to efficient sourcing of products for its business, restructuring of its
sales force and winning the AOK, BKK & DAK tenders for several
generics

EBIDTA for the quarter stood at INR 1304 mn, below Unicon’s
estimate of INR 1385 mn in Q4FY10. EBIDTA grew by 45% on YoY
basis.

EBIDTA margins grew by 60 bps to 19.9% on YoY basis

PAT grew by 223% to INR 806 mn in Q4FY10 vs INR 249 mn y-0-y
below Unicon’s estimate of INR 914 mn

Margins stood at 12.3% an expansion by 700 bps as no exceptional
item was reported and interest cost reduced by 46%

Syngene its research services arm posted a top-line growth of 24% as
many clients have reactivated research programs kept on hold. The
commencement of operations from its recently-commissioned
biologics pilot plant, coupled with formulation development and other
new service offerings, positions Syngene as an ideal partner for
providing high quality discovery services at competitive prices in both
large & small molecules

Biocon’s strategic tie up with Mylan has started reaping its benefits.
Highest ever licensing income of INR 206 mn in Q4FY10 has been
reported vs INR 64mn in Q4FY09 which is accounted in its
biopharmaceutical business. This income was on account of
milestone payments received from its strategic tie up with Mylan and
is expected to continue until the products get launched. Product
launches in emerging and regulated markets are expected in the next
2 years. In this agreement, Biocon will manufacture and develop
novel biologics and biosimilars while Mylan will market the products.
Its tie up with Amylin and Vaccinex has enabled the company to
expand its footprint in drug innovation leading to a risk balance
between novel and generics programs

Valuation and outlook

At the current market price of INR 302, the company trades a PE multiple
of 20.5x its annualized EPS of INR 14.7. Thrust is being given in the US
to shift to bio-similars to reduce healthcare costs. This move if
implemented will benefit companies like Biocon which have built up
facilities to meet various quality requirements. All the investments and
strategic tie ups undertaken seem to be getting on track. Insulin,
immunosuppressant are expected to boost its revenues. Its oral insulin
and rheumatoid arthritis trials are on track and if successful will turn the
fortunes of Biocon. Keeping in view these factors we maintain a buy on
the stock with a target price INR 363
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Q4 with Q4 with Growth % | Q4 without Q4 without Growth %

Axicorp Axicorp Y-o-Y Axicorp FY10 = Axicorp FY09 Y-o-Y

FY10 FY09
Net Sales 6568.0 4663.0 40.9 4085.0 2921.0 39.8
Total Expenditure 5264.0 3764.0 39.9 2879.0 2028.0 42.0
EBIDTA 1304.0 899.0 45.1 1206.0 893.0 35.1
EBIDTA % 19.9 19.3 60bps 29.5 30.6 -110bps
Depreciation 367.0 307.0 19.5 353.0 296.0 19.3
EBIT 937.0 592.0 58.3 853.0 597.0 42.9
EBIT % 14.3 12.7 160bps 20.9 20.4 50bps
Other Income 88.0 203.0 -56.7 65.0 123.0 -47.2
Interest 33.0 62.0 -46.8 28.0 52.0 -46.2
Exceptional ltem 0.0 -414.0 -100.0 0.0 -414.0 -100.0
Tax 144.0 -16.0 -1000.0 87.0 -15.0 ‘ -680.0
Minority Interest -42.0 -86.0 -51.2 -32.0 -66.0 ‘ -51.5
PAT 806.0 249.0 223.7 771.0 203.0 279.8
PAT % 12.3 5.3 700bps 18.9 6.9 1200bps
EPS 4.0 3.3 21.2 3.9 3.1 25.8
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- Bioconltd

FY10 with FY09 with | Growth % | FY10 without | FY09 without = Growth %

Axicorp Axicorp Y-o-Y Axicorp Axicorp Y-o-Y
Net Sales 23678.0 16087.0 47.2 14606.0 11393.0 28.2
Total Expenditure 18963.0 12853.0 47.5 10381.0 8222.0 26.3
EBIDTA 4715.0 3234.0 45.8 4225.0 3171.0 33.2
EBIDTA % 19.9 20.1 -20bps 28.9 27.8 110bps
Depreciation 1401.0 1103.0 27.0 1353.0 1077.0 25.6
EBIT 3314.0 2131.0 55.5 2872.0 2094.0 37.2
EBIT % 14.0 13.2 80bps 19.7 18.4 130bps
Other Income 370.0 646.0 -42.7 325.0 544.0 -40.3
Interest 169.0 177.0 -4.5 148.0 154.0 -3.9
Exceptional ltem 0.0 -1472.0 -100.0 0.0 -1472.0 -100.0
Tax 487.0 118.0 312.7 321.0 101.0 ‘ 217.8
Minority Interest -96.0 -79.0 21.5 -32.0 -45.0 ‘ -28.9
PAT 2932.0 931.0 2149 2696.0 866.0 211.3
PAT % 12.4 5.8 660bps 18.5 7.6 1090bps
EPS 14.7 12.0 22.5 13.5 11.7 15.4
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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 Securities Private Limited (“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 Securities Private Limited.
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