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Market data as on Mar 28, 2007 
INDICES 

 % chg 
(DoD) 

BSE Sensex 12884 (1.83) 
S&P CNX Nifty 3761 (4.59) 
BSE 100 6495 (1.79) 
BSE 200 1535 (1.74) 
Instanex Skindia DR 2243 (1.74) 
Mindex 5469 (3.27) 
  

OVERSEAS MARKETS  
  % chg 

(DoD) 
Dow Jones  12300 (0.78) 
Nasdaq Comp.  2417 (0.83) 
S&P 500  1417 (0.80) 
Hang Seng 19554 (0.78) 
Nikkei  17255 (0.64) 
  

ADVANCES/DECLINES (BSE) 
Group A B1 B2 
Advances 38 128 240 
Declines 167 574 623 
Unchanged 2 10 27 
    
FII TURNOVER (BSE+NSE)*  
(Rs mn) 

Bought Sold Net  
21,847 21,042 805 

    
NEW HIGHS AND LOWS (BSE) 

Group A B1 B2 
Highs - 3 9 
Low 2 54 36 
    
CURRENCY  

US$1 = Rs43.05 

* FII turnover (BSE + NSE) as on  
March 26, 2007 
 

 
 
 

 
 
 
 

  
 
 

Market movement over last fortnight       Volumes in Rs mn (BSE and NSE)       Advances & Declines ratio (BSE)
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CCoonntteennttss  
Page 2 GlaxoSmithKline Consumer (Rs515): Sales growth to accelerate Buy
Page 4 Comment: PHARMA – Glenmark Pharmaceuticals (Buy) 
Page 4 Recent reports/updates 

  
  
  

\HHiigghhlliigghhttss  
Sector/event  Impact 
FMCG:  
GlaxoSmithKline 
Consumer  –  
Key Takeaways 

The key takeaways from our call with the management of GSK 
Consumer (GSKCH) are: i) robust sales growth expected in Q1CY07 
despite a higher base ii) CY07 sales growth to be ahead of the 11.5% 
YoY growth in CY06 and iii) Q1CY07 profit margins to be subdued 
though GSKCH is confident of sustaining profit margins for the full 
year (CY07) despite inflationary pressures. We maintain BUY on the 
stock as at a trailing CY06 P/E of 16.5x and EV/E of 8.6x, the stock 
trades at one of the lowest valuation multiples in the i-SEC universe. 

  
  
  

NNeewwss  SSnniippppeettss  
Sectoral 
• Rail freight increase of 6% as busy season surcharge is expected to squeeze the 

margins of cement companies. (The Economic Times)  
Corporate 

• Satyam has won a US$200mn contract from the semiconductor manufacturer, Applied 
Materials, to be executed over the next five years. (The Economic Times) 

• Tata Tea is planning to tie-up with some global retail chains to roll out a coffee chain to 
cash in on the drinking specialty tea and beverages segment. (The Economic Times) 

• Schering Corporation and MSP Singapore Company have filed a patent challenge in the 
US against Glenmark Pharmaceuticals’ cholesterol drug, Ezetimibe.  (Business Line) 

• Aban Offshore has bought the residual 1.99% stake in Sinvest ASA and would be de-
listing the stock from the Oslo stock exchange with effect from March 30. (Business 
Standard) 

• ACC is investing Rs40bn for capacity expansion. (Business Line) 

• Birlas are contemplating increasing their stake in Hindalco. At present, they own 37% 
stake in the company. (The Economic Times)   
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GlaxoSmithKline Consumer (Buy) FMCG 
KEY TAKEAWAYS 

Sales growth to accelerate Rs515 
Anand Shah anand_shah@isecltd.com 
Shilpa Yadav shilpa_yadav@isecltd.com 

The key takeaways from our call with the management of GSK Consumer (GSKCH) are: i) 
robust sales growth expected in Q1CY07 despite a higher base ii) CY07 sales growth to be 
ahead of the 11.5% YoY growth in CY06 and iii) Q1CY07 profit margins to be subdued 
though GSKCH is confident of sustaining profit margins for the full year (CY07) despite 
inflationary pressures. We maintain BUY on the stock as at a trailing CY06 P/E of 16.5x 
and EV/E of 8.6x, the stock trades at one of the lowest valuation multiples in the i-SEC 
universe. 

Table 1: Valuation summary 

 
Y/E  
Dec 

EPS 
(Rs)

P/E 
(x)

EV/E 
(x)  

Price (28/3/07) (Rs) 515 2004 16.8 30.7 12.7 BSE Sensex 12884
52 Week Range 710/403 2005 25.7 20.0 10.2 Market Cap. (Rs bn) 21.7
Dividend CY07E (Rs/sh.) 12.0 2006 31.3 16.5 8.6 Market Cap. (US$ mn) 489.4
Dividend yield (%) 2.3 2007E 39.0 13.2 6.8 Shares Out. (mn) 42.1
Face value (Rs) 10 2008E 46.1 11.2 5.5 Free float (%) 57.0

Source: Company data, i-SEC Research 
 
Robust sales growth but margin pressure likely in Q1CY07. After a sharp deceleration 
in sales growth in Q4CY06, we expect GSKCH’s sales growth to be back on track in 
Q1CY07 despite a high base (when net sales grew 24% YoY). This would be mainly due to 
aggressive promotions, re-launch of Horlicks Lite and restocking in Tamil Nadu post the 
VAT implementation. The company re-launched Horlicks Lite in February ’07 at a higher 
price point and changed the brand’s positioning to a sugar-free, cholesterol-free drink for 
the middle-aged from a drink for diabetics, thereby increasing the target segment. 
According to AC Nielsen, GSKCH’s market share in beverages improved 83bps YoY to 
63.5% in February ’07. Further, while we expect sales growth to be robust in Q1CY07, 
margins would likely decline during the quarter due to a significant upsurge in commodity 
prices, especially milk powder and barley. 

Chart 1: Beverages’ market share witness YoY increase 
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Source: ACNielsen  
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Margins to improve Q2CY07 onwards. Given the impressive beginning made by GSKCH 
this year, the company expects its CY07 gross sales growth to be ahead of the 11.5% YoY 
growth registered in CY06. After an expected decline in profit margins in Q1CY07, the 
company’s margins would likely improve from Q2CY07 on account of the following factors: 
• GSKCH is contemplating a hike in product prices from Q2CY07 to counter inflationary 

pressure.  

• The decline in VAT on beverages in Kerala (which constitutes 8-8.5% of the 
company’s sales) from 20% to 12.5%, effective April 1, ’07, would lead to significant 
VAT savings, resulting in ~65bps increase in overall margins.  

• GSKCH is contemplating a withdrawal of the 5% extra volumes on offer in Tamil Nadu 
as freebies (after the VAT implementation from January ’07). This would result in 
significant cost reduction as Tamil Nadu contributes more than 20% to the company’s 
sales. 

• GSKCH intends to increase the share of production from excise-exempt locations. 

On account of the above factors, a price hike of less than 5% would be able to offset the 
increase in input prices. Post the ban on milk powder exports (imposed on February 1, 
’07), the input price-related inflationary concern has reduced to some extent and the cost 
inflation would likely be ~15%. Notwithstanding this inflation, GSKCH is confident of 
maintaining its PBT-to-sales ratio as it enjoys strong pricing power. Further, a price hike of 
~5% is unlikely to have any significant affect on volume growth.  

Chart 2: Milk powder prices stabilise after the ban on milk exports 
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Source: Commodities India 
 
Foray in a new category expected by year end. GSKCH has identified new categories 
(for expansion) as its long-term growth driver and would likely enter at least one new 
category by end-CY07. Besides, the company is actively scouting for acquisition targets to 
grow inorganically.  

Attractive valuations. In light of the steep increase in input prices, GSKCH would not be 
able to significantly improve its margins. Consequently, there would be a small downside to 
our earnings estimates. Despite this, we maintain BUY on the stock as at a trailing CY06 
P/E of 16.5x and EV/E of 8.6x, the stock trades at one of the lowest valuation multiples in 
the i-SEC universe. The continued robust performance with double-digit topline and 
bottomline growth as well as strong free cash flow generation leaves significant scope for 
re-rating of the stock. 
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Comment  
PHARMA – Glenmark Pharmaceuticals (Buy) 
Company release: Glenmark has filed para IV ANDA for generic US$1.5bn drug Zetia 
(Ezetimibe). 

Impact: Minor positive for Glenmark. The company had filed para IV ANDA for generic 
Zetia 10mg tablets on October 25, ’06. As a normal practice, the innovator company, 
Schering Corporation filed a suit against Glenmark in the US District Court in New Jersey 
on March 22, ’07.  

Glenmark’s management believes that it is the first and currently the only company to have 
filed an ANDA for the product, implying that if it wins the litigation, it would enjoy a 180-day 
exclusivity in the US generic market. Note that the product has three patents in the Orange 
Book of the US FDA, which are expiring in ’13-22. Given the limited information and that 
the litigation would likely take 2-3 years to be resolved, we are not estimating the potential 
upside at the moment. However, this is a strategic move as it is the first time when it has 
filed an ANDA, which can win it potential 180-day exclusivity. Note that Glenmark’s 
strategy for the US generics business has been impressive with expected US$43mn sales 
in FY07E compared with less than US$1mn in FY05. At present, the company has a strong 
pipeline of 38 ANDAs (including that of partners) awaiting approval from the US FDA. The 
company’s FY08 guidance for the US generics business is US$75mn.   

With both drug discovery and generics engines scaling up fast, Glenmark offers the best 
twin play from India. Besides, the company could bag two new licensing deals for NCEs by 
end-FY08. We reiterate Glenmark as one of our top large-cap BUYs in the sector. The 
stock is currently trading at FY08E P/E of 17x on a consolidated basis. 

 

Recent reports/updates 
Analyst Company/Sector Date 
Rajesh Vora Cadila Healthcare: Run to form Mar 26 
Amar Kedia Balmer Lawrie: Stirring up Mar 23 
Anand Shah Nestle: On an accelerated growth path Mar 22 
S. Ramesh Netback margin monthly: Refining, the lone star shining Mar 19 
Rajesh Vora Sun Pharma: The Sun SPARCles Mar 16 
Vikash Mantri Jagran Prakashan (Unrated): Augmenting clout Mar 15 
Shilpa Gupta Speedometer (Mar ’07) – Balanced manoeuvre Mar 14 
Eq. Research Team Union Budget Review 2007-08 Mar 1 
S. Ramesh Gujarat Gas Company: Higher gas costs hit margins Feb 26 
S. Ramesh Netback margin monthly: Refining sweetens the pot Feb 21 
S. Ramesh Oil&Gas sector update: Halcyon days ahead Feb 15 
Rajesh Vora Dr. Reddy’s Lab: Bolstering the base Feb 9 
Amar Kedia Aviation Sector: Clear horizons Feb 9 
Anand Shah Godrej Consumer: Outshining the rank   Feb 6 
Poonam Nishal Bharti Airtel: Ringing in success Feb 5 
Vinay Patel Monetary policy review: Yet another surprise  Feb 1 
Shekhar Singh MphasiS: In the fray Feb 1 
S. Ramesh Netback margin monthly: Exploding margins Jan 24 
Shekhar Singh Satyam Computer: Tangy Flavor Jan 19 
S. Ramesh Reliance Industries: Refined surprise Jan 19 
Shekhar Singh Infotech Enterprises: Minor roadblock Jan 17 
Shekhar Singh Wipro: Getting back on track Jan 17 
Vinay Patel Market Strategy: Still packs a punch Jan 16 
Shekhar Singh HCLT: Upbeat Mood Jan 16 
Shekhar Singh TCS: Robust Performance Jan 16 
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ANALYST CERTIFICATION  
We /I, Anand Shah, CA and Rajesh Vora, Grad. CWA, CFA analysts and the authors of this report, hereby certify that all of the views expressed in this research report 
accurately reflect our personal views about any and all of the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly 
or indirectly related to the specific recommendation(s) or view(s) in this report.   

Disclosures: 
ICICI Securities Limited (ICICI Securities) and its affiliates are a full-service, integrated investment banking, investment management and brokerage and financing 
group.  We along with affiliates are leading underwriter of securities and participate in virtually all securities trading markets in India.  We and our affiliates have 
investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department.  Our research 
professionals provide important input into our investment banking and other business selection processes.  ICICI Securities generally prohibits its analysts, persons 
reporting to analysts and their dependent family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. 
The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained 
herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to 
any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information 
herein on reasonable basis, ICICI Securities, its subsidiaries and associated companies, their directors and employees (“ICICI Securities and affiliates”) are under no 
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-
rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or 
ICICI Securities policies, in circumstances where ICICI Securities is acting in an advisory capacity to this company, or in certain other circumstances. 
This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy 
or completeness guaranteed. This report and information herein is solely for informational purpose and may not be used or considered as an offer document or 
solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers 
may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes 
investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities 
discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment 
objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgement by any recipient. The 
recipient should independently evaluate the investment risks. The value and return of investment may vary because of changes in interest rates, foreign exchange rates 
or any other reason. ICICI Securities and affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report. Past performance is not 
necessarily a guide to future performance. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and 
may be subject to change without notice.    
ICICI Securities and its affiliates might have managed or co-managed a public offering for the subject company in the preceding twelve months. ICICI Securities and 
affiliates might have received compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for 
services in respect of public offerings, corporate finance, investment banking or other advisory services in a merger or specific transaction. ICICI Securities and affiliates 
expect to receive compensation from the companies mentioned in the report within a period of three months following the date of publication of the research report for 
services in respect of public offerings, corporate finance, investment banking or other advisory services in a merger or specific transaction. It is confirmed that  
Anand Shah, CA and Rajesh Vora, Grad. CWA, CFA research analysts and the authors of this report have not received any compensation from the companies 
mentioned in the report in the preceding twelve months. Our research professionals are paid in part based on the profitability of ICICI Securities, which include earnings 
from Investment Banking and other business.  
ICICI Securities or its affiliates collectively do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month 
preceding the publication of the research report.   
It is confirmed that Anand Shah, CA and Rajesh Vora, Grad. CWA, CFA research analysts and the authors of this report or any of their family members does not serve 
as an officer, director or advisory board member of the companies mentioned in the report. 
ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. ICICI Securities 
and affiliates may act upon or make use of information contained in the report prior to the publication thereof. 
This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other 
jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any 
registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category 
of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.  
This report has not been prepared by ICICI Securities, Inc. However, ICICI Securities, Inc. has reviewed the report and, in so far as it includes current or historical 
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. 
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