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Company data

Market cap (Rs bn / US$ mn) 4.3/106.6
Outstanding equity shares (mn) 8.4

52-week high/low (Rs) 582/350
6-month average daily volume 11,484
Financial snapshot
Particulars FY07 FY08 FYOSE
Sales (Rs mn) 1,413.0 2,136.1 3,123.6
Growth (%) 53.3 51.2 46.2
Rep net profit (Rs mn) 287.8 422.0 640.7
Growth (%) 68.8 46.6 51.8
FDEPS (Rs) 30.0 44.0 66.7
Growth (%) 68.8 46.6 51.8
P/E (x) 14.8 10.1 6.7
ROE (%) 63.6 54.4 51.1
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Shareholding pattern
(%) Mar-08 Dec-07
Promoters 256 259
Flls 21.7 17.0
Banks & Fls 0.0 0.0
Public 52.7 57.1
Stock performance
Returns (%) CMP 1-mth 3-mth 6-mth
Venus 444 10.7 (3.6) (8.7)
Sensex 17,600 14.7 (5.7) (10.2)
BSE HC 4,289 11.5 13.8 10.2
Company website www.venusremedies.com

Venus Remedies’ Q4FY08 results were in line with estimates. The company posted
strong 77% YoY topline growth led by an estimated 57% increase in domestic market
sales to Rs 463mn coupled with a 170% rise in exports. Key brands like Ronem,
Mucomelt and Neutrotol witnessed over 35% YoY growth, while patented products
also clocked a healthy performance. Exports are gaining momentum with Venus
selling products in 10-12 semi-regulated markets. A strong product mix and increasing
contribution from exports led to a 180bps expansion in the EBITDA margin, whereas
PAT witnessed a growth of 62% to Rs 123.1mn for the quarter.

FY08 has been another robust year with strong growth in the domestic market and
sustained momentum in exports. We believe Venus has the necessary infrastructure
in place to achieve a revenue CAGR of 47.4% over FY08-FY10 driven by new product
launches in the domestic market, increasing penetration of semi-regulated markets
and entry into regulated markets in mid-FY09. EBITDA margins will remain strong
over this period as the product mix improves and the contribution from exports
increases. With a robust earnings CAGR of 54.7% expected over FY08-FY10 to
Rs 1bn and valuations at 4.2x FY10E earnings, Venus remains one of the cheapest
stocks in the pharma space with significant growth potential over the next two years.
We maintain Buy with a target price of Rs 708 based on two-stage DCF valuation.

Actual vs estimated performance

(Rs mn) Actual Estimated % Variance
Net sales 625.8 599.7 4.4
EBITDA 167.0 148.2 12.7
PAT 1231 127.2 (3.2)
EPS (Rs) 14.7 15.1 (3.2)
Source: Company, Religare Research

Quarterly results

(Rs mn) Q4FY08 Q4FYO07 Growth (%) FY08 FYO07 Growth (%)
Net sales 625.8 354.1 76.7 2,136.1 1,412.2 51.3
Expenditure (458.8) (266.0) 725 (1,575.9) (1,063.9) 48.1
Operating profit 167.0 88.1 89.6 560.2 348.3 60.8
Other income 0.7 9.0 (92.6) 3.4 35.3 (90.4)
Interest (16.5) (4.0) 3125 (42.2) (21.5) 96.3
Depreciation (12.4) (7.5) 65.0 (45.6) (27.9) 63.4
PBT 138.8 85.6 62.1 475.9 334.2 42.4
Tax (15.7) (9.6) 63.5 (53.9) (46.8) 15.1
RPAT 123.1 76.0 62.0 422.0 287.4 46.8
OPM (%) 26.7 24.9 180bps 26.2 24.7 160bps
FDEPS (Rs) 12.8 7.9 62.0 44.0 29.9 46.8

Source: Company, Religare Research

Religare Research is also available on Bloomberg FTIS <GO> and Thomson First Call
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Best quarterly performance with
77% YoY topline growth

Receives DCGI approval to launch
novel treatment for infections in
cystic fibrosis patients

Result highlights

Strong all-round performance leads to sales growth of 77%

Venus has posted its best quarterly performance with a 77% YoY topline growth led
by an estimated 57% increase in domestic market sales to Rs 463mn coupled with an
increase of ~170% in exports. Key brands like Ronem, Mucomelt and Neutrotol
witnessed over 35% YoY growth, while patented products also clocked a healthy
performance. Venus successfully launched three new specialty products for the
critical care segment in its domestic operations division, apart from four new products
for hormones and pre-filled syringes under strategic marketing tie-ups with various
pharma companies.

Exports are gaining momentum with Venus selling products in 10-12 semi-regulated
markets. With key regulatory approvals expected in FY09 and contract manufacturing
opportunities for European companies, the company is on track to expand operations
in 40 countries outside India by 2010.

EBITDA margin expands 180bps YoY to 26.7%

Strong topline growth has resulted in a 180bps YoY expansion in the EBITDA margin
to 26.7%. The gross margin improved sharply by 1,860bps to 74.9% as the
contribution from high-margin exports has started increasing while the product mix
has improved. Other expenses as a percentage of sales declined by 130bps to
12.3%, as commissioning of phase-Il of the Baddi unit started realising its potential,
decreasing overheads.

EBITDA margin trend
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Net profit expands 62%, in line with estimates

The strong operational performance has led to a 62% YoY bottomline growth for the
company, in line with our estimates. The quarter saw higher depreciation due to
commissioning of phase-Il at Baddi during March 2007 as well as Venus’ state-of-the-
art R&D centre. Venus reported an FDEPS of Rs 12.8 for the quarter.

Recent developments

DCGI permission for fifth patented product, to be launched in June 2008

Venus has received DCGI permission to launch its fifth research product, which will be
marketed as the only solution for the treatment of infections in cystic fibrosis patients.
The patent application for this drug is already in process and it shall be launched in
June after completion of Phase Il clinical trials. The domestic market size for the
product is estimated at Rs 1bn.




Antibiotic treatment of bacterial
infections in children likely to hit
markets in FY10

New launches and growing
market penetration will ensure
strong growth, Buy

Filed seventh patented product with IPO

Venus recently filed its seventh patent application with the Indian Patent Office (IPO)
for a novel antibiotic treatment of bacterial or multi-bacterial infections in children. The
patent titled "A Low Dose Combination Anti-biotic Formulation" is an FDC (fixed dose
combination) of a latest generation carbapenem and a latest generation amino-
glycoside. The management expects this FDC to be the best available solution for the
treatment of multi-bacterial infections in neonatals and children, being 4-8 times more
effective at low dosage levels. The product is likely to hit the markets in FY10.

Valuation

Maintain Buy with target of Rs 708

FYO08 has been another robust year with strong growth in the domestic market and
sustained momentum in exports. We believe Venus has the necessary infrastructure
in place to achieve a revenue CAGR of 47.4% over FY08-FY10 driven by new product
launches in the domestic market, increasing penetration of semi-regulated markets
and entry into regulated markets in mid-FY09 (through contract manufacturing for
leading European pharma majors).

EBITDA margins will remain strong over this period as the product mix improves and
the contribution from exports increases. With a robust earnings CAGR of 54.7%
expected over FY08-FY10 to Rs 1bn and valuations at 4.2x FY10E earnings, Venus
remains one of the cheapest stocks in the pharma space with significant growth
potential over the next two years. We maintain Buy with a target price of Rs 708
based on two-stage DCF valuation.
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Consolidated financials

Profit and Loss statement

Balance sheet

Revenues 1,413.0 2,136.1 3,123.6 4,639.9
Growth (%) 53.3 51.2 46.2 48.5
EBITDA 349.0 560.2 832.7 1,263.0
Growth (%) 63.7 60.5 48.6 51.7
Depreciation 21.5 42.2 55.5 66.3
EBIT 327.6 518.0 777.2 1,196.7
Growth (%) 60.5 58.1 50.0 54.0
Interest 27.9 45.6 58.3 63.2
Other income 222 3.4 1.0 1.0
EBT 321.8 475.8 719.9 1,134.4
Income taxes 34.0 53.8 79.2 124.8
Effective tax rate (%) 10.6 11.3 11.0 11.0
Adjusted net income 287.8 422.0 640.7 1,009.6
Growth (%) 68.8 46.6 51.8 57.6
Reported net income 287.8 422.0 640.7 1,009.6
Growth (%) 68.8 46.6 51.8 57.6
Shares outstanding (mn) 8.4 8.4 8.4 9.6
Basic EPS (Rs) (adj) 341 50.1 76.0 105.2
FDEPS (Rs) (adj) 30.0 44.0 66.7 105.2
DPS (Rs) 3.0 B15) 4.0 4.5
Source: Company, Religare Research

Cash flow statement

Net income 287.8 422.0 640.7 1,009.6
Depreciation 21.5 42.2 55.5 66.3
Other adjustments, net 9.7 (54.2) (15.3) 29.2
Changes in working capital (38.7) (246.6) (231.2) (384.7)
Cash flow from operations 280.3 163.4 449.7 720.5
Capital expenditure (708.6) 167.4 (200.0) (150.0)
Change in investments (170.3) (329.7) (200.0) (200.0)
Other investing inc/(exp) - - - -
Cash flow from investing (878.9) (162.3) (400.0) (350.0)
Free cash flow (598.6) 1.2 49.7 370.5
Issue of equity 0.2 - - 11.7
Issue/repay debt 633.6 68.0 70.0 (478.0)
Dividends paid (41.2) (48.5) (73.7) (116.1)
Other financing cash flow 19.8 6.3 9.6 521.1
Cash flow from financing 612.4 25.8 5.9 (61.3)
Change in cash & cash eq 13.8 26.9 55.7 309.2
Opening cash & cash eq 15.3 29.1 56.0 111.7
Closing cash & cash eq 29.1 56.0 111.7 420.9

Source: Company, Religare Research

Cash and cash eq 29.1 56.0 111.7 420.9
Accounts receivable 93.9 263.4 470.7 737.3
Inventories 181.0 270.0 325.0 525.0
Others current assets 129.8 239.4 326.1 4421
Current assets 433.7 828.8 1,233.5 2,125.3
Long-term investments 170.3 500.0 700.0 900.0
Net fixed assets 567.6 725.4 869.8 953.6
CWIP 417.4 50.0 50.0 50.0
Other assets - - - -
Total assets 1,5689.0 2,104.2 2,853.3 4,028.8
Accounts payable 47.8 55.0 67.0 110.0
Others 85.0 127.2 191.3 292.2
Current liabilities 132.8 182.2 258.3 402.2
Debt funds 850.0 918.0 988.0 510.0
Other liabilities 20.7 38.6 65.0 148.2
Equity capital 84.3 84.3 84.3 96.0
Reserves 501.2 881.0 1,457.7 2,872.4
Shareholder's funds 585.5 965.3 1,542.0 2,968.4
Total liabilities 1,589.0 2,104.2 2,853.3 4,028.8
BVPS (Rs) 69.4 114.5 182.9 309.2
Source: Company, Religare Research

Financial ratios

EBITDA margin (%) 247 26.2 26.7 27.2
EBIT margin (%) 23.2 242 24.9 25.8
Net profit margin (%) 20.4 19.8 20.5 21.8
FDEPS growth (%) 68.8 46.6 51.8 57.6
Receivables (days) 22.0 30.5 42.9 47.5
Inventory (days) 55.5 52.2 47.4 45.9
Payables (days) 14.3 11.9 9.7 9.6
Current ratio (x) 3.3 4.5 4.8 5.3
Quick ratio (x) 1.9 3.1 35 4.0
Interest coverage ratio (x) 11.3 10.3 12.0 17.0
Debt / equity (x) 1.5 1.0 0.6 0.2
ROE (%) 63.6 54.4 51.1 44.8
ROA (%) 26.0 229 25.8 29.3
ROCE (%) 327 30.7 34.4 38.5
EV/Sales (x) 3.6 24 1.6 1.1
EV/EBITDA (x) 14.7 9.1 6.2 4.1
P/E (x) 14.8 10.1 6.7 4.2
P/BV (x) 6.4 3.9 24 1.4

Source: Company, Religare Research
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Disclaimer

Religare Securities (Religare) has two independent equity research groups: Institutional Equities (Institutional Equity Research) and Priority Client Group (Religare
Research). Religare Institutional Equity Research is aimed to service the institutional clients of Religare Securities including the Portfolio Management Services of
Religare whereas Religare Research is published with a view to service all segments of clients including Retail, HNIs and Institutional clients and PMS.

This document has been prepared by Religare Securities — Priority Client Group. Affiliates of Religare-PCG may have issued other reports that are contrary with and
reach different conclusion from the information presented in this report. The views and opinions expressed in this document may or may not match or may be contrary
with the views, estimates, rating and target price of the Institutional Equities Research Group of Religare Securities.

We are not soliciting any action based upon this material. This report is not to be construed as an offer to sell or the solicitation of an offer to B any security in any
jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients of Religare-PCG. It does not constitute a personal
recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. Religare-PCG will not treat recipients as customers by virtue of their receiving this report. We
have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable. It should be noted that the information contained herein
is from publicly available data or other sources believed to be reliable. Neither Religare, nor any person connected with it, accepts any liability arising from the use of this
document.

This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for any investment decision. The investment discussed
or views expressed may not be suitable for all investors. The user assumes the entire risk of any use made of this information. The 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 its
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 a guide for future performance. Certain transactions -including those involving futures, options and other derivatives as well as non investment grade
securities - involve substantial risk and are not suitable for all investors. Reports based on technical analysis centers on studying charts of a stock's price movement and
trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals.

Opinions expressed are our current opinions as of the date appearing on this material only. 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 a reasonable basis, Religare, 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 Religare
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without notice.
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jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Religare and affiliates to any registration or
licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors.
Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.

Religare and its affiliates, officers, directors, and employees may: (a) from time to time, have long or short positions in, and B or sell the securities thereof, of company
(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the
financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential conflict of interest with
respect to any recommendation and related information and opinions. Without limiting any of the foregoing, in no event shall Religare, any of its affiliates or any third
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind.

Copyright in this document vests exclusively with Religare. This information should not be reproduced or redistributed or passed on directly or indirectly in any form to
any other person or published, copied, in whole or in part, for any purpose, without prior written permission from Religare. We do not guarantee the integrity of any e-
mails or attached files and are not responsible for any changes made to them by any other person.
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