
Emkay Review

Private Client Research

C-6, Ground Floor, Paragon Center Pandurang Budhkar Marg, Worli, Mumbai – 400 013. India

16th June, 2008

Plethico Pharma Ltd.

(Rs. 355.00, FY08E - P/E 8.1 x, BUY with a Target Price of Rs. 569)

Urmil Negandhi
urmil.negandhi@emkayshare.com
+91 22 66121280

Contd...

Plethico recently acquired Natrol
Inc.,USA to foray into US and
European markets apart from
unregulated markets

In the recent market corrections, Herbals and Nutraceuticals pharmaceutical major,
Plethico Pharma Ltd fell by over 18% from our recommended price of Rs 436. We
initiated coverage on the company with a BUY recommendation and a target price of
Rs 569. Post recommendation the scrip touched the peak of Rs 522. We believe that
there is no change in the fundamentals of the company and the recent correction in
the scrip has made its valuations further attractive. We continue to maintain ‘BUY’
recommendation and previous target price of Rs 569.

Unlike other pharmaceutical players in the Indian market who are fighting for a pie of
the available export generics opportunity, Plethico Pharma Ltd (PPL) has adopted a
completely different path by focusing on high margin Herbals and Nutraceuticals in
the International markets. After initially focusing on the unregulated markets such as
the CIS and Africa, the company is now all set to enter the regulated markets like the
US and Europe. PPL recently acquired Natrol Inc., a leading manufacturer and marketer
of nationally branded nutritional products in USA. We believe there is a huge untapped
potential for the company. PPL is planning to manufacture Natrol’s top brand in India
and sell them to India and other semi-regulated markets along with US markets. This
will help to improve its margins going forward.

The company’s medicated lozenges and confectionary has always been a high revenue-
earning generator segments. These segments are growing at a very fast space for all
the markets of the company including India. Due to tremendous growth in demand of
these segments, the company has started facing capacity crunch. In order to overcome
capacity constraints, the management has finalized that the manufacturing facility
shall be established in the Dubai. Dubai, by virtue of its strategic geographical location,
will provide proximity to larger markets of Commonwealth of Independent States (CIS),
Europe, South Asia and Africa. Also, this new unit will be entitled to zero tax -benefits.
The company has planned to invest ~ Rs 1 billion to set up a unit at Dubai. The plant
is expected to be operational by mid-2009 or latest by 2010. Considering that sales
from the US market are expected to gather momentum in by FY08E and given the
company’s continued strong performance in other markets, the outlook for Plethico
appears quite optimistic. We expect PPL to report strong growth in revenues of CAGR
36% during FY07-FY09E. We expect the company to record net profit growth of
CAGR 17% during FY07- FY09E.

Source: Emkay PCG Research

Particulars FY08E FY09E
Net Sales (Rs Mn) 8146.4 9451.3
EBITDA (Rs Mn) 1982.0 2306.3

EBDITA (%) 24.3 24.4
PAT (Rs Mn) 1703.3 2001.9

EPS (Rs) 43.8 51.5
P/E at Rs 355 8.1 6.9

Financial Estimates :

Plethico is planning  new facility at
Dubai

Dubai facility will provide proximity
to CIS, Europe, South Asia and
Africa
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The stock is currently trading at 8.1x FY08E EPS of Rs 43.8 and 6.9x FY09E EPS of
Rs. 51.5. It is trading at 7.5x FY08E and 5.6x FY09E EV/EBDITA. We believe these
valuations are attractive and offer excellent long term investment opportunity considering
its strong presence in niche segments, higher EBDITA margins, increasing global
demand for herbals/ neutraceuticals, strong expected growth from regulated and semi-
regulated markets and its potential to improve its revenues and operating margins
going forward. We believe there is still room for upward revision of target price. We
maintain ‘BUY’ on the stock with a target price of Rs. 569.

We maintain BUY with a target price
of Rs 569
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DISCLAIMER

Emkay Share & Stock Brokers Limited (Emkay) has two separate independent equity research groups: Institutional Equities and Private Client Group. This document has been prepared by Emkay – Private
Client Group (Emkay -PCG). Affiliates of Emkay Institutional Group may have issued other reports that are inconsistent with and reach different conclusions 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 Emkay Share & Stock
Brokers Limited. This document is not for public distribution and has been furnished to you solely for your information and any review, re-transmission, circulation or any other use is strictly prohibited. Persons
into whose possession this document may come are required to observe these restrictions. This document is subject to changes without prior notice and is intended only for the person or entity to which it is
addressed to and may contain confidential information and/or privileged material. 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 buy any security in any jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients of Emkay -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. Emkay-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 Emkay, 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 recipients of this material
should rely on their own investigations and take their own professional advice. 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. 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, Emkay, 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 Emkay and its affiliates from doing so. Prospective investors and others are cautioned that any forward-looking
statements are not predictions and may be subject to change without notice. Emkay and its affiliates, officers, directors, and employees may: (a) from time to time, have long or short positions in, and buy 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. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their
securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.
Analyst’s holding in the stocks mentioned in the report: NIL
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