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Dishman Pharma

| Mixed bag, cautious outlook on account of high exposure to EU

Sales growth for the quarter was in line with estimates. However gross margins
declined significantly (55% vs 71%) on account of a weak product mix
(Carbogen Amcis, a high margin business continued to report a de-growth this
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DISH IN: NEUTRAL

RS 210

TARGET RS 227 (+8%)

SECTOR RATING

quarter as well). Employee cost was also down 37% YoY and 33% QoQ on ow N uw

account of retrenchment at the European units. Reported PAT at Rs 222mn

has a for'ex.gain of Rs 39mnl, adjusting for the gain, PAT (de-growth of 45% STOCK RATING

YoY) is significantly below estimates. BUY NEUTRAL SELL

Management believes that the worst is behind them and has guided towards a

topline growth of 20% for FY11l. The guidance factors in a 15%+ growth at > 15% -15% TO +15% <-15%

Carbogen Amcis (100mn CHF vs 82mn CHF) and sales from Eprosartan Mesylate

supplies to Abbott going back to FY09 levels (pre-destocking days) of Rs 1.75bn  COMPANY DATA

(FY10~Rs 1.15bn-1.2bn). Few of Dishman’s projects (commissioning of facility in ~O/S SHARES: BIMN

China, validation batches for Hi -Po facility at Bawla) would see pickup in activity MARKET CAP (RS): LN
' MARKET CAP (USD) : 366MN

this year. 52 - WK HILO (RS) : 275/ 158

We think the biggest area of concern for Dishman would be its high exposure  AVG:DAILY VOL. (3MTH): 0.2MN

to EU (~ 40% sales, significant portion of forex loans). In the backdrop of the FACE VALUE (RS): 2

economic problems that EU is currently facing, we have conservatively [SHARE HOLDING PATTERN, %

estimated a sales growth of 14% for FY11. Our FY11/FY12 earnings estimates = PROMOTERS: 60.8

have also been revised downwards by ~10% each. We believe Dishman (12x ~ FI/NRI: 13

F\_(_12e) would continue to trade at the current discoun_t of 35-40% to its peer ;'é,\h‘/' EFl{OMOTER CORP. HOLDINGS - ﬁg

Divi’'s Labs (20x FY12e) on account of concerns over high EU exposure and @  pygLIC & OTHERS : 39

relatively weak balance sheet (unlikely to change much in FY11 given a high

capex of Rs 1.5bn and repayment of loans worth ~US$ 20mn). We maintain ~ PRICEPERFORMANGE % -

our Neutral rating on Dishman with a price target of Rs 227. Key risk to our call ~ 7gs 20 04 142

would be a sharp movement of Euro against the rupee (for every 10% Euro  RELTOBSE 1.0 22 38

movement, Dishman’s EPS is impacted by ~15%).

VALUATION SUMMARY PRICE VS. SENSEX

Y/E MAR, RS MN FY2008 FY2009 FY2010E FY2011E FY2012E 200

NET SALES 8,031 10,624 9,154 10,429 12,659

GROWTH, % 38.8 323 -13.8 139 214

EBIDTA 1,529 2,760 2,051 2,370 3,016

EBIDTA MARGINS, % 19.0 26.0 24 2.7 238 150

CORE EBIDTA 1,529 2,760 2,051 2,370 3,016

NET PROFIT 780 1,611 938 1,088 1,417

NET PROFIT MARGIN, % 9.7 152 10.2 104 11.2 100 1w/ V

NET PROFIT (ADJUSTED) 780 1,611 938 1,088 1417

EPS, RS 103 20.0 116 134 175

EPS GROWTH, % (13.3) 94.5 (42.0) 16.0 30.2 50 W

PER, X 205 105 181 15.6 12,0 \'\,Nl

EVIEBIDTA, X 145 8.6 118 107 8.8

EVINET SALES, X 2.8 22 2.7 2.4 21 0 . .

PRICE/BOOK VALUE, X 29 24 22 19 17

ROIC, % 158 216 133 131 139 Apr-08  Jan-09  Oct-09

ROE, % 18.0 255 126 131 15.0 —— Dishman —— Rel. to BSE

DIVIDEND YIELD, % 05 05 0.6 0.6 0.6

Source: Company, MF Global India Research Estimates

mfglobal.com

Source: Bloomberg, MF Global India Research




Equity Research | India

31/05/2010 MF GLOBAL QUATERLY | DISHMAN PHARMA

Global.

REVENUE BREAK-UP

RS MN Q4 FY10 Q4FY09 % GROWTH YOY FY10 FY09 % GROWTH YOY
CARBOGEN AMCIS 945 1,412 -33.1) 3,685 4,504 -18.2
TOTAL CRAMS 1,671 2,270 -26.4 6,629 7,774 -147
CORE MM 398 375 6.1 1,240 1,753 -29.3
SOLVAY'S FINE CHEMICALS 359 279 28.7 1,284 1,097 17.1
TOTAL MM 757 654 15.7 2,524 2,850 -11.4
TOTAL SALES 2,428 2,924 -17.0 9,154 10,624 -13.8
Source: Company, MF Global India Research
QUARTERLY RESULT
RS MN Q4 FY10 Q4 FY09 % GROWTH YOY FY10 FY09 % GROWTH YOY
NET SALES & INCOME FROM OPERATIONS 2247 2935 (23.4) 9167 10671 (14.1)
A) RAW MATERIAL COST 1017 861 18.1 2768 3241 (14.6)
GROSS PROFIT 1230 2074 (40.7) 6399 7430 (13.9)
GROSS MARGIN 54.7 70.7 - 69.8 69.6 -
B) STAFF COST 450 714 (37.0) 2541 2730 (6.9)
C) OTHER EXPENDITURE 291 615 (52.7) 1808 2038 (11.3)
TOTAL EXPENDITURE 1758 2190 (19.7) 7116 8009 (11.2)
EBITDA 489 745 (34.3) 2051 2662 (22.9)
DEPRECIATION 135 176 (23.2) 594 629 (5.6)
EBIT, CORE 354 569 (37.7) 1457 2033 (28.3)
OTHER INCOME 0 -63 - 0 0 -
INTEREST 100.1 178 (43.8) 388 459 (15.5)
PBT 254 328 (22.5) 1069 1574 (32.1)
EOI (42) (576) (92.8) (258) (148) 74.3
TOTAL TAXATION 74 -7 - 150 107 39.6
TAX RATE, % 29.2 2.2 - 14.0 6.8 -
PAT 222 912 (75.7) 1178 1467 (19.7)
EOI (40) (576) (93.1) (258) (148) 74.3
ADJ. PAT 182 336 (45.8) 920 1319 (30.3)
FDEPS (RS) 2.2 4.1 (45.8) 114 16.3 (30.3)
Source: Company, MF Global India Research
COMMON SIZE (%)

Q4 FY10 Q4 FY09 INC/ (DEC) FY10 FY09 INC/ (DEC)
MATERIAL COST 45.3 29.3 1592BPS 30.2 304 -18BPS
STAFF COST 20.0 24.3 -431BPS 21.7 25.6 213BPS
OTHER EXPENDITURE 12.9 20.9 -7199BPS 19.7 19.1 62BPS
TOTAL EXPENDITURE 78.2 74.6 361BPS 77.6 75.1 257BPS
EBITDA MARGINS 21.8 25.4 -361BPS 22.4 24.9 -257BPS

Source: Company, MF Global India Research



Equity Research | India W

31/05/2010 MF GLOBAL QUATERLY | DISHMAN PHARMA GIQbaL

RECOMMENDATION HISTORY

RECOMMENDATION TARGET, RS CMP, RS DATE
NEUTRAL 228 220 29 JANUARY 2010
NEUTRAL 254 218 26 NOVEMBER 2009
NEUTRAL 258 211 3 NOVEMBER 2009
BUY 258 256 30 SEPTEMBER 2009
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INCOME STATEMENT

Y/E MAR, RS MN FY2008 FY2009 FY2010 FY2011E FY2012E
NET SALES 8,031 10,624 9,154 10,429 12,659
GROWTH, % 39 2 -14 14 21
OTHER INCOME 0 0 13 13 13
TOTAL INCOME 8,031 10,624 9,167 10,442 12,672
OPERATING EXPENSES -6,502 -7,864 -7115 -8,072 -9,656
EBITDA (CORE) 1,529 2,760 2,051 2,370 3,016
GROWTH, % 327 80.5 (25.7) 156 272
MARGIN, % 190 26.0 224 227 238
DEPRECIATION 472 -629 -594 -698 -814
EBIT 1,057 2,131 1,457 1,673 2,201
GROWTH, % 27 80.5 (25.7) 156 272
MARGIN, % 190 26.0 224 227 238
INTEREST PAID -339 -494 -388 513 -603
OTHER NON-OPERATING INCOME 132 83 0 50 50
NON-RECURRING ITEMS 417 -150 236 0 0
PRE-TAX PROFIT 1,284 1,573 1,303 1,209 1,648
TAX PROVIDED -88 -112 -129 121 -231
PROFIT AFTER TAX 1,197 1,462 1,173 1,088 1,417
NET PROFIT 1,197 1,462 1,173 1,088 1,417
MF NET PROFIT 780 1,611 938 1,088 1,417
GROWTH, % (6.4) 106.7 (41.8) 160 30.2
NET PROFIT (ADJUSTED) 780 1,611 938 1,088 1,417
EXTRAORDINARY ITEMS: GAINS/(LOSSES) 0 0 0 0 0
UNADJ. SHARES (M) 76 81 81 81 81
WTD AVG SHARES (M) 76 81 81 81 81
CASH FLOW

Y/E MAR, RS MN FY2008 FY2009 FY2010 FY2011E FY2012E
PRE-TAX PROFIT 1,284 1,573 1,303 1,209 1,648
DEPRECIATION 472 629 594 698 814
CHG IN WORKING CAPITAL =704 -1,057 1,795 -894 -1,471
TOTAL TAX PAID -10 87 -335 -68 -62
OTHER OPERATING ACTIVITIES 0 0 0 0 0
CASH FLOW FROM OPERATING ACTIVITIES 1,043 1,233 3,357 945 929
CAPITAL EXPENDITURE -2,568 -1,970 -3,461 -1,500 1,500
CHG IN INVESTMENTS 127 -1 0 0 0
CHG IN MARKETABLE SECURITIES 0 0 0 0 0
OTHER INVESTING ACTIVITIES 0 0 0 0 0
CASH FLOW FROM INVESTING ACTIVITIES -3,003 -2,576 -3,641 -1,505 -1,587
FREE CASH FLOW -1,960 -1,343 -283 -560 -658
EQUITY RAISED/(REPAID) 2,014 655 -78 0 0
DEBT RAISED/(REPAID) 117 758 502 875 1,000
DIVIDEND (INCL. TAX) -89 -76 -113 -114 -114
OTHER FINANCING ACTIVITIES 0 0 0 0 0
CASH FLOW FROM FINANCING ACTIVITIES 1,975 1,424 388 761 891
NET CHG IN CASH 15 81 105 201 233
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BALANCE SHEET

AS AT 31ST MAR, RS MN FY2008 FY2009 FY2010 FY2011E FY2012E
CASH & BANK 371 451 455 660 975
MARKETABLE SECURITIES AT COST 0 0 0 0 0
DEBTORS 2,042 1,494 1,132 1,953 2,370
INVENTORY 3,047 3,040 2,422 3,286 3,785
LOANS & ADVANCES 1,127 1,865 2312 2,659 3,324
OTHER CURRENT ASSETS 0 0 0 0 0
TOTAL CURRENT ASSETS 6,586 6,850 6,321 8,558 10,454
INVESTMENTS 13 14 14 14 14
GROSS FIXED ASSETS 6,186 7,479 9,592 12,580 14,823
LESS: DEPRECIATION -1,024 -1,728 2,322 -3,019 -3,834
ADD: CAPITAL WIP 1,485 2,227 3,574 2,087 1,344
NET FIXED ASSETS 6,647 7,078 10,845 11,647 12,333
NON-CURRENT ASSETS 1520 1,947 1,032 966 1,090
TOTAL ASSETS 14,767 16,809 18,239 21,246 23971
CURRENT LIABILITIES 3,542 3,070 3,101 4173 4,406
PROVISIONS 513 696 700 708 746
TOTAL CURRENT LIABILITIES 4,055 3,766 3,801 4,880 5,152
NON-CURRENT LIABILITIES 5,145 5,983 6,600 7,554 8,703
TOTAL LIABILITIES 9,200 9,748 10,401 12,434 13,855
PAID-UP CAPITAL 159 161 162 162 162
RESERVES & SURPLUS 5,575 6,981 7,680 8,655 9,958
SHAREHOLDERS' EQUITY 5,566 7,060 7,837 8,812 10,115
TOTAL EQUITY & LIABILITIES 14,767 16,809 18,239 21,246 23971
PER-SHARE DATA

FY2008 FY2009 FY2010 FY2011E FY2008
MF EPS (INR) 103 200 116 134 175
GROWTH, % (13.3) 945 (42.0) 16.0 30.2
BOOK NAV/SHARE (INR) 733 875 9.8 1088 1249
FDEPS (INR) 9.6 19.9 116 134 175
CEPS (INR) 11.0 29.6 16.0 220 27.6
CFPS (INR) 22 208 302 41 6.2
DPS (INR) 11 10 12 12 12
FINANCIAL STRUCTURE

FY2008 FY2009 FY2010 FY20L1E FY2008
TOTAL DEBT/EQUITY (%) 1182 1025 9.8 1034 1049
NET DEBT/EQUITY (%) 1115 9.1 93.0 95.9 953
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PROFITABILITY, PRODUCTIVITY, LIQUIDITY AND VALUATION RATIOS

FY2008 FY2009 FY2010 FY2011E FY2008
RETURN ON ASSETS (%) 108 113 8.1 7.2 8.0
RETURN ON EQUITY (%) 180 255 126 131 150
RETURN ON INVESTED CAPITAL (%) 158 216 133 131 139
ROIC/COST OF CAPITAL (X) 17 23 14 14 15
ROIC - COST OF CAPITAL (%) 6.4 124 41 39 47
RETURN ON CAPITAL EMPLOYED (%) 148 147 101 8.9 9.9
COST OF CAPITAL (%) 9.3 9.2 9.2 9.2 9.2
ROCE - COST OF CAPITAL (%) 55 55 0.9 (0.3) 0.7
ASSET TURNOVER (X) 0.9 09 0.7 0.6 0.7
SALES/TOTAL ASSETS (X) 0.6 0.7 05 05 0.6
SALES/NET FA (X) 14 15 1.0 0.9 11
RECEIVABLE DAYS 9238 513 451 68.3 68.3
INVENTORY DAYS 1385 104.4 96.6 115.0 109.1
PAYABLE DAYS 3338 230 277 314 205
CURRENT RATIO (X) 17 1.9 1.9 20 23
QUICK RATIO (X) 09 11 12 12 14
INTEREST COVER (X) 31 43 38 33 36
DIVIDEND COVER (X) 9.7 199 9.6 11.2 146
PER (X) 205 105 181 156 120
PEG (X) - Y-O-Y GROWTH (15) 0.1 (0.4) 1.0 04
PRICE/BOOK (X) 29 24 22 1.9 17
YIELD (%) 05 05 0.6 0.6 0.6
EVINET SALES (X) 28 22 2.7 24 21
EV/EBITDA (X) 145 86 118 107 8.8
EVIEBIT (X) 145 86 118 107 8.8
EVINOPLAT (X) 154 9.0 126 113 9.6
EVICE 20 18 16 15 14
EVIIC (X) 24 20 17 16 14

Source: Company, MF Global India Research Estimates
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Rating Rationale
BUY and SELL recommendations are used to draw attention to stocks, which we believe are under-priced or over-priced by circa 15%, that is, price differential of +/- 15% between our
price target and the market price. Stocks which do not achieve this price differential are NEUTRAL. Price targets are established in the context of a flat market.

Disclosures and Disclaimers

MF Global Sify Securities India Pvt. Ltd. has three independent equity research groups: Institutional Equities, Institutional Equities Derivatives and Private Client Group. This report
has been prepared by Institutional Equities Research. The views and opinions expressed in this document may or may not match or may be contrary at times with the views,
estimates, rating, target price of the other equity research groups of MF Global Sify Securities India Pvt. Ltd.

This report is issued by MF Global Sify Securities India Pvt. Limited which is regulated by SEBI. MF Global Sify Securities India Pvt. Ltd. is a subsidiary of MF Global Overseas Ltd.
References to "MFGSSIPL" or “Firm” in this report shall mean MF Global Sify Securities India Pvt. Limited unless otherwise stated. This report is prepared and distributed by
MFGSSIPL for information purposes only and neither the information contained herein nor any opinion expressed should be construed or deemed to be construed as solicitation or as
offering advice for the purposes of the purchase or sale of any security, investment or derivatives. The information and opinions contained in the Report were considered by
MFGSSIPL to be valid when published. The report also contains information provided to MFGSSIPL by third parties. The source of such information will usually be disclosed in the
report. Whilst MFGSSIPL has taken all reasonable steps to ensure that this information is correct, MFGSSIPL does not offer any warranty as to the accuracy or completeness of such
information. Any person placing reliance on the report to undertake trading does so entirely at his or her own risk and MFGSSIPL does not accept any liability as a result. Securities
and Derivatives markets may be subject to rapid and unexpected price movements and past performance is not necessarily a guide to future performance.

This report does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. Investors must
undertake independent analysis with their own legal, tax and financial advisors and reach their own regarding the appropriateness of investing in any securities or investment
strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized. In no circumstances it be used or
considered as an offer to sell or a solicitation of any offer to buy or sell the Securities mentioned in it. The information contained in the research reports may have been taken from
trade and statistical services and other sources, which we believe are reliable. MF Global Sify Securities India Pvt. Ltd. or any of its group companies do not guarantee that such
information is accurate or complete and it should not be relied upon as such. Any opinions expressed reflect judgments at this date and are subject to change without notice

Important: These disclosures and disclaimers must be read in conjunction with the research report of which it forms part. Receipt and use of the research report is subject to all
aspects of these disclosures and disclaimers. Additional information about the issuers and securities discussed in this research report is available on request.

Certifications: The research analyst(s) who prepared this research report hereby certifies that the views expressed in this research report accurately reflect the research analyst's
personal views about all of the subject issuers and/or securities, that the analyst have no known conflict of interest and no part of the research analyst's compensation was, is or will
be, directly or indirectly, related to the specific views or recommendations contained in this research report. The Research Analyst certifies that he /she or his / her family members
does not own the stock(s) covered in this research report.

Independence: MF Global Sify Securities India P. Ltd. has not had an investment banking relationship with, and has not received any compensation for investment banking services
from, the subject issuers in the past twelve (12) months, and the Firm does not anticipate receiving or intend to seek compensation for investment banking services from the subject
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