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Rating: Hold 
       Target Price: `212 
        Share Price:`188

Key data UL IN / UNLB.BO
52-week high / low `203 / `101 
Sensex / Nifty 18682 / 5684
3-m average volume  US$0.5m 
Market cap  `17bn / US$0.3bn 
Shares outstanding  90.4m

Shareholding pattern (%) Sep ’12 Jun ’12 Mar ’12
Promoters 49.5 49.6 49.6
 - of which, Pledged 0.0 0.0 0.0
Free Float 50.5 50.4 50.4
 - Foreign Institutions 4.0 4.0 4.0
 - Domestic Institutions 9.9 9.7 9.8
 - Public  36.5 36.7 36.7

Financials (YE Mar) FY13e FY14e

Sales (`m) 10,345 11,761

Net profit (`m) 1,102 1,370

EPS (`)       12.2    15.2 

Growth (%)       54.8    24.3 

PE (x) 15.4 12.4

PBV (x) 2.3 2.1

RoE (%) 15.8 17.6

RoCE (%) 14.0 15.7

Dividend yield (%) 1.9 2.4

Net gearing (%)         6.2      0.1 
Source: Anand Rathi Research  

 Quarterly results (YE Mar) 2QFY12 2QFY13e % yoy 1H FY12 1H FY13 % yoy

Sales (`m)  1,971  2,642 34.1 3,858 5,291  37.1 

EBITDA (`m) 287 529 84.3  557 1,007  81.0 

EBITDA margin (%)  14.6  20.0  540bps 14.4 19.0  460bps 

Interest (`m) 2 7 188.2 4 15  278.3 

Depreciation (`m) 69 82 18.8 136 165  20.8 

Other income  (`m) 44 22 (50.8) 60 90  51.6 

PBT (`m) 260 462 77.7 476 918  92.9 

Tax (`m) 69 112 62.3 128 236  83.7 

Tax rate (%)  26.4  24.2 (230)bps 26.9 25.7 (130)bps

PAT (`m) 191 351 83.2  348  682  96.2 

Source: Company 

 

22 October 2012 

Unichem Laboratories 

Fairly valued; Hold 

Unichem Laboratories (Unichem) reported better-than-estimated 2Q 
results, led by strong performance of domestic formulations. The 
segment grew 20.5% yoy, leading to better EBITDA margins and above 
expected PAT (adj.). We, however, believe that current valuations 
already factor in the strong performance. Hence, we maintain Hold on 
the stock with target price of `212.  

 2QFY13 results. Revenue grew 34.1% yoy to `2.6bn, slightly higher than 
our estimate of `2.5bn, led by higher-than-estimated domestic formulations 
growth. EBITDA margin increased 540bps yoy to 20% (vs. estimated 
17.5%) due to strong growth in high-margin domestic business. Higher 
margins led to strong adjusted PAT growth of 83% yoy to `351m. 

 All-round growth. Exports formulation remained a key growth driver 
with 76% revenue increase on account of commercialization of new 
MNC contract from Ghaziabad plant in 3QFY12. Domestic formulation 
surprised with 20.5% yoy revenue growth on a low base, but higher than 
our estimate of 15%. Export APIs also grew 76% yoy in revenue.   

 Healthier financials. Revenues have grown substantially after slowing 
down in FY12. We expect growth momentum to continue in 2HFY13 on 
a low base, led by recovery in domestic formulations. EBITDA margin 
has also started recovering from a low of 15% in FY12 to 19% in 
1HFY13, which we expect to stabilise at 18-20% in coming quarters.  

 Valuation. The stock currently trades at 15.5x FY13e and 12.5x FY14e 
earnings. We maintain Hold, mainly on fair valuations with a target price of 
`212 per share based on 14x FY14e earnings. Risks. Currency fluctuations 
and regulatory hurdles.  
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Quick Glance – Financials and Valuations
Fig 1 – Income statement (`m) 
Year-end: Mar FY11 FY12 FY13e FY14e FY15e

Net revenues 8,171 8,755 10,345 11,761 13,198
Revenue growth (%) 10.3 7.1 18.2 13.7 12.2
- Op. expenses 6,745 7,571 8,630 9,708 10,817
EBIDTA 1,426 1,183 1,715 2,053 2,381
EBITDA margin (%)  17.5 13.5 16.6 17.5 18.0
- Interest expenses 24 41 37 37 32
- Depreciation 292 304 362 389 414
+ Other income 111 102 135 176 176
- Tax 316 228 348 433 506
Effective tax rate (%) 25 24 24 24 24
Reported PAT 950 713 1,102 1,370 1,604
+/- Extraordinary items 47 0 0 0 0
+/- Minority interest 0 0 0 0 0
Adjusted PAT 916 712 1,102 1,370 1,604
Adj. FDEPS (`/share) 10.2 7.9 12.2 15.2 17.8
Adj. FDEPS growth (%) -25.7 -22.4 54.8 24.3 17.0
Source: Company, Anand Rathi Research         

 
Fig 3 – Cash-flow statement (`m) 
Year-end: Mar FY11 FY12 FY13e FY14e FY15e

PAT  952 712 1,102 1,370 1,604 
+ Non-cash items  323 311 362 389 414 
Cash profit  1,275 1,023 1,464 1,759 2,018 
- Incr./(decr.) in WC  591 (201) 306 312 319 
Operating cash-flow  685 1,224 1,158 1,448 1,699 
- Capex  879 1,121 1,000 500 1,000 
Free cash-flow  (195) 103 158 948 699 
- Dividend  420 213 387 481 563 
+ Equity raised  0 0 0 0 0 
+ Debt raised  142 186 100 (100) (100)
- Investments  (379) 0 0 0 0 
- Misc. items  (8) (5)     
Net cash-flow  (85) 81 (129) 367 36 
+ Op. cash & bank bal. 236 152 232 104 470 
Cl. cash & bank bal. 152 232 104 470 506 
Source: Company, Anand Rathi Research  

 
Fig 5 – PE band 
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Source: Bloomberg, Anand Rathi Research  

Fig 2 – Balance sheet (`m) 
Year-end: Mar FY11 FY12 FY13e FY14e FY15e

Share capital  180 181 181 181 181
Reserves & surplus 5,997 6,425 7,141 8,030 9,071
Net worth 6,177 6,606 7,321 8,211 9,252
Minority interest 0 0 0 0 0
Total debt  878 694 794 694 594
Def. tax liab. (net) 378 384 384 384 384
Capital employed  7,055 7,684 8,500 9,289 10,230
Net fixed assets  4,564 5,212 5,850 5,961 6,546
Investments  213 0 0 0 0
 - of which, Liquid 213 213 213 213 213
Net working capital  2,126 2,240 2,546 2,858 3,177
Cash and bank balance 152 232 104 470 506
Capital deployed  7,055 7,684 8,500 9,289 10,230
Net debt 513.9 248.5 477.4 10.9 -125.1
WC days 75.8 90.8 76.8 76.2 76.1
Book value (`/sh) 68.5 73.1 81.1 90.9 102.4
Source: Company, Anand Rathi Research 

 
Fig 4 – Ratio analysis @ `188 
Year-end: Mar FY11 FY12 FY13e FY14e FY15e

P/E (x) 18.5 23.9 15.4 12.4 10.6
P/B (x) 2.8 2.6 2.3 2.1 1.8
EV/EBITDA (x) 12.2 14.8 10.3 8.4 7.2
RoE (%) 15.5 11.1 15.8 17.6 18.4
RoCE (%) 14.0 9.9 14.0 15.7 16.7
Dividend yield (%) 2.1 1.6 1.9 2.4 2.8
Dividend payout (%) 39.4 38.1 30.0 30.0 30.0
Asset turnover (x) 1.6 1.5 1.6 1.6 1.7
Net Debt/Equity (x) 0.1 0.0 0.1 0.0 0.0
Net debt/EBITDA (x) 0.4 0.2 0.3 0.0 -0.1
Net debt/Op. CF (x) 0.8 0.2 0.4 0.0 -0.1
Interest coverage (x) 47.4 21.6 36.4 44.8 61.1
P/CEPS (x) 14.1 16.7 11.6 9.7 8.4
EV/ sales (x) 2.1 2.0 1.7 1.5 1.3
M-cap/sales (x) 2.1 1.9 1.6 1.4 1.3
Source: Company, Anand Rathi Research 

 
Fig 6 – Share of revenue, by segment (2QFY13) 
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Appendix 
 
Analyst Certification 
The views expressed in this Research Report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the 
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research 
analyst(s) in this report. The research analysts are bound by stringent internal regulations and also legal and statutory requirements of the Securities and Exchange 
Board of India (hereinafter “SEBI”) and the analysts’ compensation are completely delinked from all the other companies and/or entities of Anand Rathi, and have 
no bearing whatsoever on any recommendation that they have given in the Research Report. 
 
Important Disclosures on subject companies 
Rating and Target Price History (as of 22 October 2012) 
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 Date Rating 
TP  
(`) 

Share 
Price (`) 

1 16-Dec-11 Sell  102   112  
2 23-Jan-12 Sell  110   148  
3 20-Feb-12 Sell  143   151  
4 5-Jul-12 Buy  168   130  
5 4-Oct-12 Hold  212   199  
     
     
     
     
     
     
     

 
The research analysts, strategists, or research associates principally responsible for the preparation of Anand Rathi Research have received compensation based 
upon various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues and overall investment banking 
revenues. 

Anand Rathi Ratings Definitions 

Analysts’ ratings and the corresponding expected returns take into account our definitions of Large Caps (>US$1bn) and Mid/Small Caps (<US$1bn) as described 
in the Ratings Table below:  

Ratings Guide 
    Buy   Hold   Sell 
Large Caps (>US$1bn)   >15%   5-15%   <5% 
Mid/Small Caps (<US$1bn)  >25%   5-25%   <5% 
 

Anand Rathi Research Ratings Distribution (as of 15 Sep 2012) 
    Buy   Hold   Sell 
Anand Rathi Research stock coverage (128) 74%   13%   13% 
% who are investment banking clients 5%   6%   0% 
Other Disclosures 
This report has been issued by ARSSBL which is a SEBI regulated entity, and which is in full compliance with all rules and regulations as are applicable to its 
functioning and governance. The investors should note that ARSSBL is one of the companies comprising within ANAND RATHI group, and ANAND RATHI as a 
group consists of various companies which may include (but is not limited to) its subsidiaries, its affiliates, its group companies who may hold positions, views, 
stakes and may service the companies covered in this report independent of ARSSBL. Investors are cautioned to be aware that there could arise a potential 
conflict of interest in the views held by ARSSBL and other companies of Anand Rathi who maybe affiliated, connected or catering to the companies mentioned in 
the Research Report; even though, ARSSBL and Anand Rathi are fully complaint with all procedural and operational regulatory requirements. Thus, investors 
should not use this as a sole basis for making their investment decision and should consider the recommendations mentioned in the Research Report bearing in 
mind the aforementioned.  

Further, the information herein has been obtained from various sources which we believe is reliable, and we do not guarantee its accuracy or completeness. 
Neither the information nor any opinion expressed herein constitutes an offer, or an invitation to make an offer, to buy or sell any securities or any options, futures 
or other derivatives related to such securities (hereinafter referred to as “Related Investments”). ARSSBL and/or Anand Rathi may trade for their own accounts as 
market maker / jobber and/or arbitrageur in any securities of the companies mentioned in the Research Report or in related investments, and may be on taking a 
different position from the ones which haven been taken by the public orders. ARSSBL and/or Anand Rathi and its affiliates, directors, officers, and employees may 
have a long or short position in any securities of the companies mentioned in the Research Report or in Related Investments. ARSSBL and/or Anand Rathi, may 
from time to time, perform investment banking, investment management, financial advisory or any other services not explicitly mentioned herein, or solicit 
investment banking or other business from, any entity and/or company mentioned in this Research Report; however, the same shall have no bearing whatsoever 
on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the other 
companies of Anand Rathi, even though there might exist an inherent conflict of interest.  

Furthermore, this Research Report is prepared for private circulation and use only. It does not have regard to the specific investment objectives, financial situation 
and the specific financial needs or objectives of any specific person who may receive this Research Report. Investors should seek financial advice regarding the 
appropriateness of investing in any securities or investment strategies discussed or recommended in this Research Report, and, should understand that 
statements regarding future prospects may or may not be realized, and we can not guarantee the same as analysis and valuation is a tool to enable investors to 
make investment decisions but, is not an exact and/or a precise science. Investors should note that income from such securities, if any, may fluctuate and that 
each security's price or value may rise or fall. Past performance is not necessarily a guide to future performance. Foreign currency rates of exchange may 
adversely affect the value, price or income of any security or related investments mentioned in this report.  

© 2012 Anand Rathi Shares and Stock Brokers Limited. All rights reserved. This report or any portion thereof may not be reprinted, sold or redistributed without the 
prior written consent of Anand Rathi Shares and Stock Brokers Limited.  

Additional information on recommended securities/instruments is available on request.




