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Ratings
LTP 162 Recommendation BUY
Target 237 Risk MEDIUM

Bloomberg Consensus
(BUY/HOLD/SELL) 20 /02 / 02

Sensex Nifty BSE HC
17,306 5,211 6,219

Codes
BSE NSE Bloomberg Reuters

524804 AUROPHARM ARBP.IB ARBN.BO

Sensex APL
52 Wk: Hi/Lo 20,855/16,991 275/156
Life High 21,207-Jan 08 275-Jan 11
P/E 18.03 7.81
P/BV 3.17 1.84
Dividend Yield (%) 1.53 1.23
Mkt Cap (INR Mn) 63,495,241 47,289
Equity (INR Mn) - 291
* - TTM standalone basis Capitaline

Share Holding Pattern % Mar-11 Jun-11
Foreign 21.73 19.87
Institutions 11.04 13.04
Corporate 4.26 4.01
Promoters 54.36 54.36
Public & Others 8.62 8.72

Returns % Abs Relative to
Perf Sensex BSE HC

1 Month -4.85 2.74 -2.21
3 Months -10.51 -3.96 -13.06
1 Year -13.78 -9.16 -24.98

Relative Price Performance

Analyst: Bhawana Verma / Hardick Bora
Tel No.: +91 22 4076 7329
Email: bhawana.verma@kslindia.com;

hardick.bora@kslindia.com

Aurobindo Pharma Ltd (APL) will release its Q1FY12 numbers
tomorrow. Despite a string of negative events that significantly
impacted the company’s operations and/or stock performance,
we stand confidently by APL’s growth potential. Given its
current price level we re-affirm buy with a target of Rs. 237.

Key Estimates
INR Cr Q1’12E Q1’11 YoY (%) Q4’11 QoQ (%)
Sales 1,015.4 922.3 10.1 1,154.4 -12.0
EBITDA 196.0 171.7 14.1 211.7 -7.4
Margin (%) 19.3 18.6 68 bps 18.3 96 bps
PAT 114.8 93.3 23.0 124.7 -8.0
Margin (%) 11.3 10.1 118 bps 10.8 50 bps
EPS (INR) 19.7 8.8 122.8 21.5 -8.2

Key Assumptions
 Modest growth of 10% YoY, owing to slowdown in API

sales to the US due to the restriction imposed by the FDA
 Improvement in margins, fictionally caused by increase in

unsold finished stocks at the Unit VI
 FCCB redemption premium of Rs. 291 Cr adjusted in

reserves & surplus, as evidenced from industry peers

Key Events
 FCCB redemption: During the quarter, APL repaid its

outstanding FCCBs worth US$ 204 Mn (incl. YTM). A
portion of this amount was funded through accumulated
cash earnings and will thus bring down the D/E ratio to
0.9 from a high of 1.9 in FY09.

 Export restriction from Unit VI: The US FDA imposed an
export alert on the Unit VI facility, claiming it did not meet
cGMP standards, affecting sales worth US$ 35 Mn.

 Recall of drugs by Pfizer: Greenstone LLC, Pfizer’s
subsidiary, had voluntarily recalled bottles of Citalopram,
manufactured at APL’s Unit III, after learning that they
were mislabeled. Although not impacting sales, the event
attracted investor concerns over the company’s dedication
to quality.

 Warning letter from the FDA: In May, the FDA also
issued a warning letter summarizing violations at Unit III
and VI. The company’s largest client, Pfizer, continues to
show confidence in the company and has extended its
assistance in resolving the issue.

 Regulatory approvals: Aurobindo has received final
approvals for 6 drugs, collectively worth US$ 2.7 Bn
during the quarter; 4 from US FDA and 2 from TGA
Australia.
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Recommendation Stock remains attractive: Keeping in mind the above concerns and adjusting
our estimates accordingly, we still see strength in the company’s
fundamentals. Trading at a sharp discount to its peers, we find Aurobindo as
an attractive investment.

Valuation The stock is currently trading at 7.8x FY12E EPS of Rs. 20.7 and 6.3x FY13E
EPS Rs. 25.9. We maintain BUY rating with 12 month target price of Rs 237.

INR Cr Sales EBITDA PAT EPS P/E EV/EBITDA ROE
(INR) (x) (x) (%)

FY10 3,575 823 454 14.4 11.3 8.4 24.8
FY11 4,382 1,007 526 16.3 9.9 6.9 21.5
FY12E 5,014 1,049 601 20.7 7.8 6.6 22.1
FY13E 5,709 1,238 756 26.0 6.3 5.6 22.0

Source: Khandwala Research
* PAT is adjusted for exceptional items and foreign exchange loss / (gain)
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KSL Ratings
Target Price refers to one year unless specified;
LTP: Last Trading Price
BUY: Expected return >15%
ADD: Expected return 0-15%
REDUCE: Expected decline 0-15%
SELL: Expected decline >15%

Company Risk is based on the systematic risk of the
stock. (1-year Beta)
HIGH: >1.2
MEDIUM: 0.8-1.2
LOW: < 0.8

Name Designation Sectors E-mail
EQUITY RESEARCH TEL. NO. +91 22 4076 7373 FAX +91 22 4076 7378
Harshad Gujrathi Sr. Research Analyst Metals & Mining harshad.gujrathi@kslindia.com
Bhawana Verma Research Analyst Pharmaceuticals bhawana.verma@kslindia.com
Deepti Singh Research Analyst FMCG deepti.singh@kslindia.com
Karan Taurani Research Analyst IT karan.taurani@kslindia.com
Kruti Shah Research Analyst Economics kruti.shah@kslindia.com
Aditya Shekhawat Research Analyst Automobiles aditya.shekhawat@kslindia.com
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Important Disclosure

The Research team of Khandwala Securities Limited (KSL) on behalf of itself has prepared the information given
and opinions expressed in this report. The information contained has been obtained from sources believed to be
reliable and in good faith, but which may not be verified independently. While utmost care has been taken in
preparing the above report, KSL or its group companies make no guarantee, representation or warranty, whether
express or implied and accepts no responsibility or liability as to its accuracy or completeness of the data being
provided. All investment information and opinion are subject to change without notice. Also, not all customers
may receive the material at the same time.

This document is for private circulation and information purposes only. It does not and should not be construed as
an offer to buy or sell securities mentioned herein. KSL shall not be liable for any direct or indirect losses arising
from the use thereof and the investors are expected to use the information contained herein at their own risk. KSL
and its affiliates and / or their officers, directors and employees may own or have positions in any investment
mentioned herein or any investment related thereto and from time to time add to or dispose of any such
investment. KSL and its affiliates may act as market maker or have assumed an underwriting position in the
securities of companies discussed herein (or investments related thereto) and may sell them to or buy them from
customers on a principal basis and may also perform or seek to perform investment banking or underwriting
services for or relating to those companies.

The investments discussed or recommended in this report may not be suitable for all investors. Investors must
make their own investment decisions based on their specific investment objectives and financial position and using
such independent advisors, as they believe necessary. Income from investments may fluctuate. The price or value
of the investments, to which this report relates, either directly or indirectly, may fall or rise against the interest of
investors. The value of or income from any investment may be adversely affected by changes in the rates of
currency exchange.

This document is strictly meant for use by the recipient only. None of the material in this report shall be
reproduced, resold or re-distributed in any manner whatsoever without the prior explicit written permission from
KSL.


