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Alembic Limited

Alembic, vertically integrated pharmaceutical company, is set to launch several new products and expects to
enter US $ 200 million spectrum in branded formulation business.

Company has acquired domestic non-oncology pharmaceutical business of Dabur Pharma for Rs. 159 crore.
Company has acquired full right to market 24 brands, which are mainly into high growth life style
therapeutic segments like Cardiovascular, Diabetic and Gastrointestinal, Gynaecology, etc. With this
acquisition, Alembic which has created mega-brand franchise into anti-bacterial, cough & cold,
gastroenterological segments, will now have marketing play also in lifestyle segments as well as in
gynaecological to strategically consolidate its in-market position. Alembic plans to ramp up this business
significantly by introducing new products and aggressive growth of existing products in next couple of
years. The acquired business had turnover of Rs. 75 crore in FY 2007, which Alembic targets to increase to
Rs. 100 crore in FY 2008 and double the same to Rs. 200 crore in next 3-4 years. To finance the above
mentioned acquisition, company may unlock its assets. Alembic Ltd and Alembic Glass own about 130
acres each in Vadodara.

Alembic is augmenting its presence in international market as well. Its overseas business is mostly focused
on non-regulated markets such as Russia, South Africa and other countries. Going ahead, Alembic will focus
also on regulated markets like the US, Canada and Europe. Company has also entered into long term supply
chain partnership agreements with some of the generic companies of USA and Europe, for its formulation
facilities at Panelav and Vadodara.

Moreover, company plans to invest Rs. 60 crore over two years to set up drug manufacturing facility. New
tablet making facility, to be set up in Vadodara, Gujarat, will start production by October 2007.

With intensified focus on international business, company aims to increase contribution of exports to 50% of
sales (at Rs. 114 crore, exports accounted for ~ 20% of net sales in 9 months of FY 2007).

At CMP of Rs. 59.35, the share (Rs. 2/- paid up), is trading at 9.13 times FY 2007 expected EPS of Rs. 6.5
and 7 times FY 2008 expected EPS of Rs. 8.45. Considering aggressive business expansion plans, we
recommend to “BUY” the share at CMP.
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