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Stock data 

No. of shares : 777mn 
Market cap  : Rs 156bn 
52 week high/low : Rs 275/ Rs.200 
Avg. daily vol. (6mth) : 1.9mn shares 
Bloomberg code : CIPLA IN 
Reuters code : CIPL.BO 
 
Shareholding (%) Jun-07 QoQ chg 

Promoters : 39.4 0.0  
FIIs : 15.7 (1.1) 
MFs / UTI : 2.6 (0.6) 
Banks / FIs : 9.9 1.8  
Others : 32.4 (0.0) 
 

 

 DISAPPOINTMENT CONTINUES 
Cipla’s Q1FY08 numbers were well below our estimates, with net sales 
up 4.9% YoY to Rs 9bn and EBITDA down 30% YoY to Rs 1.6bn. The 
decline in EBITDA can be attributed to an extremely competitive 
situation in the US generics market and an unfavorable product mix. 
The fall in EBITDA has depressed adjusted PAT, which was down 
30% YoY to Rs 1.2bn. Sales growth was muted because of a flat 
performance in formulation exports partly due to a CFC shortage, 
which affected the manufacturing of inhalers. 

Q1FY08 Highlights 
� At Rs 4.8bn, domestic formulation sales were up only 7% YoY –

somewhat below overall growth in the domestic market during 
this period.  

� API exports were up 8.5% YoY at Rs 816mn. However, contracts 
to supply APIs worth  ~USD 6mn in revenues are expected to be 
signed later during the fiscal. 

� Input costs have risen due to high prices for intermediates and 
APIs imported from China. Changes in pollution control norms and 
the withdrawal of some export benefits to Chinese API 
manufacturers resulted in production costs rising in China. 
Manufacturing costs are up due to new EOU in Patalganga, which 
has high traveling and one time training costs. Also, higher staff 
costs due to increase in manpower have impacted margins. 

� Orders for inhalers were received from Denmark, Portugal and 
Germany; however supply constraints due to CFC shortage have 
muted the off-take. 

While the management hopes to see EBITDA margin improve to 
~20% by H2FY08, this is dependent on many factors, some of which 
are beyond its control. We have thus, reduced our FY08E EPS by 23% 
and are downgrading the stock to sector Underperformer. At CMP 
(Rs 201), the stock trades at 27.9x FY08E EPS of Rs 7.2 and 21.9x 
FY09E EPS of Rs 9.2.  

Financial summary 
 
Y/E Mar 

Sales 
(Rs .mn) 

PAT  
(Rs. mn) 

Consensus 
EPS* (Rs.)

EPS 
(Rs.)

Change
YoY (%)

P/E 
(x)

RoE 
(%)

RoCE  
(%) 

EV/EBIDTA 
(x)

DPS 
(Rs.)

2006  28,974   6,076  -  8.1   48  32.7  34.5   34.3  27.6 2.0 

2007  34,412   6,608  -  8.5   5  27.7  25.5   25.8  21.7 2.0 

2008E  36,869   5,604  10.8  7.2   (15) 27.9  16.5   16.8  21.0 2.0 

2009E  42,604   7,120  12.1  9.2   27  21.9  18.5   18.4  17.2 2.2 

Source: *Consensus broker estimates, Company, ENAM estimates 
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Results update 
 Quarter ended  12 months ended 

(Rs. mn) Jun-07 Jun-06 % Chg Mar-07 % Chg Mar-08E Mar-07 % Chg 

Net Sales 9,018  8,601 4.9 9,385 (3.9) 36,869  34,412 7.1 

EBIDTA 1,597  2,278 (29.9) 1,460 9.3 7,158  8,175 (12.4) 

Other income 185  220 (15.5) 221 (16.0) 829  891 (7.0) 

PBIDT 1,782  2,497 (28.6) 1,681 6.0 7,988  9,066 (11.9) 

Depreciation 303  260 16.3 261 16.0 1,247  1,041 19.8 

Interest 8  28 (70.6) 13 (36.4) 35  70 (49.2) 

PBT 1,472  2,209 (33.4) 1,407 4.6 6,706  7,956 (15.7) 

Tax  274  505 (45.7) 150 82.7 1,102  1,348 (18.2) 

Reported PAT 1,198  1,704 (29.7) 1,257 (4.7) 5,604  6,608 (15.2) 

No. of shares (mn) 777  777  - 777  - 777  777  - 

EBIDTA margin (%) 17.7  26.5 - 15.6 - 19.4  23.8 - 

PBIDT margin (%) 19.8  29.0 - 17.9 - 21.7  26.3 - 

EPS - annualized (Rs.) 6.2  8.8 (29.7) 6.5 (4.7) 7.2  8.5 (15.2) 

Source: Company, ENAM Research  

Sales mix  

 Quarter ended 

(Rs mn) Jun-07 Jun-06 % Chg Mar-07 % Chg

Domestic sales (Net of excise) (a)  4,784  4,461 7.2   3,778 26.6 

(% of sales)   54  53 -   42 - 

Exports  

 - Formulations  3,203  3,187 0.5   3,879 (17.4)

 - APIs  816  752 8.5   1,415 (42.3)

 Total Exports (b)  4,019  3,938 2.1   5,293 (24.1)

(% of sales)  46  47 -   58 -

Total sales (a+b)  8,803  8,399 4.8   9,071 (3.0)

Other operating income  216  202 6.6   313 (31.2)

Total operating revenue   9,018  8,601 4.9   9,385 (3.9)

Source: Company data 

Sales mix and OPM 

0

2,000

4,000

6,000

8,000

10,000

12,000

1Q
FY

04
2Q

FY
04

3Q
FY

04
4Q

FY
04

1Q
FY

05
2Q

FY
05

3Q
FY

05
4Q

FY
05

1Q
FY

06
2Q

FY
06

3Q
FY

06
4Q

FY
06

1Q
FY

07
2Q

FY
07

3Q
FY

07
4Q

FY
07

1Q
FY

08

(Rs mn)

0

5

10

15

20

25

30
(%)

Domestic sales Exports - APIs
Exports - Formulations Other op. income
OPM (RHS)

 
Source: Company, ENAM Research  



 
 Cipla Ltd 

 
 JULY 2007  ENAM Securities 3

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Nothing in this document 
should be construed as investment or financial advice, and nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the 
securities of companies referred to in this document. The intent of this document is not in recommendary nature 

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. The investment discussed or views expressed may not be suitable for all investors 

Enam Securities Private Limited has not independently verified all the information given in this document. Accordingly, no representation or warranty, express or implied, 
is made as to the accuracy, completeness or fairness of the information and opinions contained in this document 

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the views 
expressed in the report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and alternations to this 
statement as may be required from time to time without any prior approval 

Enam securities Private Limited, its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or deal as 
principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for, or solicit investment 
banking or other business from, any company referred to in this report. Each of these entities functions as a separate, distinct and independent of each other. The recipient 
should take this into account before interpreting the document 

This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of ENAM Securities 
Private Limited. The views expressed are those of analyst and the Company may or may not subscribe to all the views expressed therein 

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or 
published, copied, in whole or in part, for any purpose. Neither this document nor any copy of it may be taken or transmitted into the United State (to U.S.Persons), 
Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. The distribution of 
this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform themselves about, and observe, any 
such restrictions 

Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential 
including lost revenue or lost profits that may arise from or in connection with the use of the information. 

Copyright in this document vests exclusively with ENAM Securities Private Limited. 


