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 Our Emkay Pharma universe saw revenue growth of 11% qoq (1% yoy), EBITDA growth of 35% qoq (drop of 11% yoy), whereas 

APAT grew by 55% qoq (fall of 10% yoy). 

 Q2FY18 results look optically better for the following reasons; coming quarters would be a challenge for core earnings:  

o Cost-cutting measures: Most generic companies are now cutting overall expected R&D run-rate. Thus, while R&D is still 

growing, the pace is slowing down significantly from the scorching pace of the past few years.  

o There are signs of cut backs in other SG&A spends as well. This too have supported overall margins.   

o Most companies saw GST-led India business rebound companies; this has somewhat trumped underlying margin 

pressures. 

o Across many companies, we saw EM/ROW/API business supporting topline growth; consistent growth in these 

geographies/areas will be difficult to sustain.         

 Our core thesis remains consistent:  

o PBM consolidation driven pricing pressure is now passe; long-term issues staring at industry is: USFDA’s propensity to 

ensure every off-patent product has at least 3 competitors, which is enough to destroy high margin/ROE dynamics 

of the sector.    

o As pricing pressure abates, the fact that there is greater frequency of accelerated price declines, i.e. 12%+ now vs. 

earlier 5-7% itself puts industry earnings at risk; long-term multiples do not yet reflect this reality.   

o We believe that sector M&A is the only way to relieve industry pressure, but meaningful M&As are gridlocked.   

 A cyclical sector-level rebound is likely but structural dynamics continue to deteriorate.   

 Our top sector picks are ARBP (ACCUMULATE, TP Rs820) and GRAN (BUY, TP Rs155). 
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Results Review - Summary 

Company 

Net sales (Rs mn) Growth EBITDA (Rs mn) Growth EBITDA margins (%) Growth (bps) APAT (Rs mn) Growth 

Q2FY18 Q1FY18 Q2FY17 YoY QoQ Q2FY18 Q1FY18 Q2FY17 YoY QoQ Q2FY18 Q1FY18 Q2FY17 YoY QoQ Q2FY18 Q1FY18 Q2FY17 YoY QoQ 

Aurobindo Pharma 44,359 36,788 37,755 17% 21% 11,169 8,416 9,292 20% 33% 25% 23% 25% 57 bps 230 bps 7,800 5,185 5,857 33% 50% 

Cadila Healthcare 32,340 22,288 24,035 35% 45% 8,571 2,773 5,160 66% 209% 27% 12% 21% 503 bps 1406 bps 5,033 1,384 3,377 49% 264% 

Cipla 40,824 35,251 37,510 9% 16% 8,044 5,935 6,807 18% 36% 20% 17% 18% 156 bps 287 bps 4,350 3,558 3,543 23% 22% 

Divi's Lab 8,902 8,212 10,054 -11% 8% 2,772 2,448 3,702 -25% 13% 31% 30% 37% -568 bps 133 bps 2,068 1,765 3,029 -32% 17% 

Dr. Reddy's Lab 35,460 33,159 35,857 -1% 7% 6,634 3,058 6,367 4% 117% 19% 9% 18% 95 bps 949 bps 2,849 591 3,295 -14% 382% 

Glenmark Pharma 22,566 23,630 22,241 1% -5% 3,884 5,774 4,488 -13% -33% 17% 24% 20% -297 bps -723 bps 2,142 3,334 2,237 -4% -36% 

Granules India 3,926 3,860 3,638 8% 2% 769 769 741 4% 0% 20% 20% 20% -78 bps -34 bps 403 368 408 -1% 10% 

Ipca Lab 8,643 7,130 8,851 -2% 21% 1,490 215 1,280 16% 593% 17% 3% 14% 278 bps 1422 bps 965 (202) 471 105% NM 

Lupin 39,520 38,696 42,905 -8% 2% 8,531 7,684 8,082 6% 11% 22% 20% 19% 275 bps 173 bps 4,569 3,580 2,825 62% 28% 

Sun Pharma 66,503 62,088 77,814 -15% 7% 13,756 10,957 28,079 -51% 26% 21% 18% 36% -1540 bps 304 bps 9,121 5,256 18,753 -51% 74% 

Torrent Pharma 14,290 13,740 14,290 0% 4% 3,290 2,970 3,300 0% 11% 23% 22% 23% -7 bps 141 bps 2,040 1,880 2,070 -1% 9% 

Total 317,332 284,840 314,950 1% 11% 68,910 50,999 77,298 -11% 35% 22% 18% 25% -283 bps 381 bps 41,339 26,699 45,865 -10% 55% 
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Change in earnings estimate 

Company 

FY18E FY19E FY20E 

Before After % change Before After % change Introducing 

Aurobindo Pharma 42.3 44.8 6% 48.5 48.5 0% 54.4 

Cadila Healthcare 18.0 18.6 3% 25.8 22.3 -14% 23.7 

Cipla 20.2 20.0 -1% 29.1 26.3 -10% 32.4 

Divi’s Lab 34.5 30.7 -11% 35.1 41.0 17% 46.1 

Dr. Reddy's Lab 72.8 64.6 -11% 118.9 115.0 -3% 136.5 

Glenmark Pharma 37.7 35.7 -5% 37.8 38.6 2% 42.4 

Granules India 8.9 6.3 -29% 11.7 9.4 -20% 12.0 

Ipca Lab 20.1 18.4 -8% 26.6 26.6 0% 34.8 

Lupin 42.9 43.5 1% 53.2 49.3 -7% 59.0 

Sun Pharma 14.5 15.3 6% 19.8 18.6 -6% 22.0 

Torrent Pharma 45.5 48.4 6% 59.6 56.1 -6% 64.4 
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Valuation Summary 

Company Price (Rs) 
Mkt cap  

(Rs bn) 
Reco Target Price 

Sales Growth 

FY18 FY19 FY20 FY18 FY19 FY20 

Aurobindo Pharma 708 415 Accumulate 820 166,707 187,664 201,202 10% 13% 7% 

Cadila Healthcare 446 457 Hold 430 121,700 133,765 142,871 26% 10% 7% 

Cipla 606 487 Hold 580 159,670 176,621 191,659 9% 11% 9% 

Divi's Lab 1,014 269 Hold 830 37,282 46,170 49,725 -8% 24% 8% 

Dr. Reddy's Lab 2,319 385 Hold 2,460 140,887 155,555 172,556 0% 10% 11% 

Glenmark Pharma 581 164 Hold 720 93,065 105,498 116,278 1% 13% 10% 

Granules India 122 31 Buy 155 15,545 18,812 22,363 8% 21% 19% 

Ipca Lab 527 66 Hold 555 31,908 35,697 40,076 -1% 12% 12% 

Lupin 828 374 Hold 1,060 164,254 182,404 201,807 -6% 11% 11% 

Sun Pharma 517 1,240 Reduce 460 270,098 296,254 326,059 -14% 10% 10% 

Torrent Pharma 1,260 213 Sell 1,160 58,688 66,495 72,562 0% 13% 9% 
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Valuation Summary 

Company 

EBITDA Growth EPS Growth 

FY18 FY19 FY20 FY18 FY19 FY20 FY18 FY19 FY20 FY18 FY19 FY20 

Aurobindo Pharma 40,340 44,579 49,340 17% 11% 11% 44.8 48.5 54.4 14% 8% 12% 

Cadila Healthcare 30,190 35,279 37,597 59% 17% 7% 18.6 22.3 23.7 28% 20% 7% 

Cipla 27,235 36,133 42,564 10% 33% 18% 20.0 26.3 32.4 60% 32% 23% 

Divi's Lab 11,054 15,209 17,237 -24% 38% 13% 30.7 41.0 46.1 -23% 34% 13% 

Dr. Reddy's Lab 25,912 37,177 42,963 0% 43% 16% 64.6 115.0 136.5 -23% 78% 19% 

Glenmark Pharma 18,506 20,433 22,460 -9% 10% 10% 35.7 38.6 42.4 -15% 8% 10% 

Granules India 2,899 4,264 5,581 -3% 47% 31% 6.3 9.4 12.0 -12% 49% 28% 

Ipca Lab 4,125 5,552 7,096 -7% 35% 28% 18.4 26.6 34.8 19% 44% 31% 

Lupin 36,922 42,662 49,598 -17% 16% 16% 43.5 49.3 59.0 -22% 13% 20% 

Sun Pharma 58,233 69,927 83,503 -42% 20% 19% 15.3 18.6 22.0 -47% 21% 19% 

Torrent Pharma 13,218 15,737 17,908 -4% 19% 14% 48.4 56.1 64.4 -12% 16% 15% 
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Valuation Summary 

Company 

EBITDA margin (%) PAT margin (%) ROE (%) ROCE (%) P/E (x) EV/EBITDA (x) 

FY18 FY19 FY20 FY18 FY19 FY20 FY18 FY19 FY20 FY18 FY19 FY20 FY18 FY19 FY20 FY18 FY19 FY20 

Aurobindo Pharma 24.2 23.8 24.5 15.7 15.1 15.8 24.8 21.7 20.1 26.4 25.6 24.9 15.8 14.6 13.0 10.6 9.3 8.0 

Cadila Healthcare 24.8 26.4 26.3 15.5 16.9 17.0 24.8 24.5 21.8 19.5 19.5 17.7 24.0 20.0 18.8 16.5 14.2 13.1 

Cipla 17.1 20.5 22.2 10.2 12.0 13.6 12.1 14.3 15.5 12.1 14.3 15.9 30.3 23.0 18.7 19.3 13.7 11.3 

Divi's Lab 29.7 32.9 34.7 21.8 23.6 24.6 14.6 17.7 17.7 18.7 22.5 22.7 33.1 24.8 22.0 22.9 16.6 14.2 

Dr. Reddy's Lab 18.4 23.9 24.9 7.6 12.3 13.1 8.4 13.7 14.5 8.2 13.4 14.6 35.9 20.2 17.0 15.7 10.7 8.9 

Glenmark Pharma 19.9 19.4 19.3 10.8 10.3 10.3 20.4 18.5 17.3 16.7 16.6 16.5 16.3 15.1 13.7 11.0 9.9 8.9 

Granules India 18.6 22.7 25.0 8.6 10.1 11.5 16.5 20.8 22.1 13.0 16.2 17.4 19.3 13.0 10.1 13.4 9.3 7.2 

Ipca Lab 12.9 15.6 17.7 7.3 9.4 11.0 9.1 11.9 13.8 8.8 13.1 15.2 28.7 19.8 15.1 16.8 12.5 9.6 

Lupin 22.5 23.4 24.6 12.0 12.3 13.3 14.2 14.4 15.4 12.9 13.2 15.1 19.0 16.8 14.0 11.5 10.0 8.4 

Sun Pharma 21.6 23.6 25.6 15.0 16.3 18.2 9.8 11.1 12.0 9.6 11.0 12.5 33.8 27.8 23.5 19.3 15.8 12.5 

Torrent Pharma 22.5 23.7 24.7 14.0 14.3 15.0 17.7 18.0 18.2 18.1 17.0 17.1 26.0 22.5 19.6 16.9 13.9 12.0 
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Name   Sep’17 Jun’17 Sep’16 
% Chg  

YoY 

% Chg  

QoQ 

Actual 

v/s 

Expect 

Comments 

Aurobindo Pharma                
 
Revenue and net income growth came in much stronger than 
expected, with overall numbers supported by higher-than-
expected organic growth in Europe and ROW markets. Strong 
quarter in US business in view of the limited competition launch 
of gRenvela. While revenue was better/ahead of estimates, due 
to a number of unquantified provisions in both, raw material cost 
as well as other expenditure clouded the reported numbers. We 
anticipate higher-than-expected pricing pressure and delays in 
key product approvals remain key risks. We value ARBP at PE of 
15x on FY20E earnings (earlier on FY19E) and downgrade our 
rating from Buy to Accumulate.  
 

CMP(Rs) 696 Net Sales (Rs mn) 44,359 36,788 37,755 17.5% 20.6%  

Mkt Cap (Rs bn) 408 EBITDA (Rs mn) 11,169 8,416 9,292 20.2% 32.7%  

Reco Accumulate EBITDA Margin (%) 25.2 22.9 24.6 57 bps 230 bps  

Target Price (Rs) 820 PAT (Rs mn) 7,800 5,185 5,857 33.2% 50.4%  

% Upside 18% EPS (Rs) 13.3 8.9 10.0 33.2% 50.4%  

Cadila Healthcare          
 
Overall Q2FY18 result is disappointing, as upside from gLialda 
launch and India restocking has not translated into stronger 
margins as well as net income growth. Even underlying core 
margins seem to be under pressure after adjusting for one-time 
gLialda impact. CDH has provided a strong launch outlook, 
including switch of own gAsacol HD, gPrevacid ODT, gToprol XL 
as well as commercialization of the transdermal portfolio. Given 
the current trend of complex products becoming highly 
competitive, launch upsides will fade quickly. Overall, we see a 
strong cyclical recovery in earnings for generic companies, but 
continue to believe that structural underpinnings remain weaker 
than ever. We have Hold rating on the stock and value CDH at 
P/E of 18x FY20E (earlier FY19E) EPS of Rs24 with target price 
of Rs430. 
 

CMP(Rs) 439 Net Sales (Rs mn) 32,340 22,288 24,035 34.6% 45.1%  

Mkt Cap (Rs bn) 450 EBITDA (Rs mn) 8,571 2,773 5,160 66.1% 209.1%  

Reco Hold EBITDA Margin (%) 26.5 12.4 21.5 503 bps 1,406 bps  

Target Price (Rs) 430 PAT (Rs mn) 5,033 1,384 3,377 49.0% 263.7%  

% Upside -2% EPS (Rs) 4.9 1.4 3.3 49.0% 263.7%  

         

Cipla           

Cipla posted stable set of numbers with revenue, EBITDA and net 
profit in line with expectations. We see the steady Q2FY18 
numbers anchoring strong earnings growth expectations for the 
next 1-2 years. Overall growth guidance remains strong, with 
scheduled launch of one high-value niche product every quarter 
for the next 2 years. However, structurally, industry remains 
extremely vulnerable to price erosion in base business with even 
niche opportunities likely to be commoditized rapidly. We have 
maintained our Hold rating on the stock and value CIPLA at P/E 
of 18x FY20E (earlier FY19E) EPS of Rs32 with target price of 
Rs580.   

CMP(Rs) 594 Net Sales (Rs mn) 40,824 35,251 37,510 8.8% 15.8%  

Mkt Cap (Rs bn) 478 EBITDA (Rs mn) 8,044 5,935 6,807 18.2% 35.5%  

Reco Hold EBITDA Margin (%) 19.7 16.8 18.1 156 bps 287 bps  

Target Price (Rs) 580 PAT (Rs mn) 4,350 3,558 3,543 22.7% 22.2%  

% Upside -2% EPS (Rs) 5.4 4.4 4.4 22.7% 22.2%  
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Name   Sep’17 Jun’17 Sep’16 
% Chg  

YoY 

% Chg  

QoQ 

Actual 

v/s 

Expect 

Comments 

Divi’s Lab                
Overall numbers were below our expectations though they give 
enough hint of volume recovery from the bottom hit in Q1FY18.  
The biggest risk to DIVI’s remains USFDA inspection at Unit 1, 
which has not been audited now for nearly 3 years. We value 
DIVI’s at P/E of 18x FY20E (earlier FY19E) EPS of Rs46 with 
target price of Rs830.  
 
 

CMP(Rs) 1,016 Net Sales (Rs mn) 8,902 8,212 10,054 -11.5% 8.4%  

Mkt Cap (Rs bn) 270 EBITDA (Rs mn) 2,772 2,448 3,702 -25.1% 13.2%  

Reco Hold EBITDA Margin (%) 31.1 29.8 36.8 -568 bps 133 bps  

Target Price (Rs) 830 PAT (Rs mn) 2,068 1,765 3,029 -31.7% 17.1%  

% Upside -18% EPS (Rs) 7.8 6.7 11.4 -31.7% 17.1%  

Dr Reddy’s Lab          
 
Dr. Reddy’s Lab (DRRD) posted stronger-than-estimated Q2FY18 
earnings which was supported by rebound in PSAI business as 
well as better India/Europe formulations revenue. While decline in 
US revenue was also not as sharp as feared following the results 
posted by comparable peers. Cost cutting/deferment measures 
also helped support margins, including lower qoq R&D cost (down 
17% qoq) and decline in SGA expense (down 3% qoq). Concall 
commentary suggests that R&D spend will rebound sharply, which 
should be a dampener for margin expansion. DRRD has a number 
of potential high-value launches scheduled over the next 12 
months, though there are regulatory uncertainties over the 
approval timeline. We have maintained our Hold rating on the 
stock, valuing DRRD at P/E of 18x FY20E (earlier FY19E) with 
target price of Rs2,460.   

CMP(Rs) 2,310 Net Sales (Rs mn) 35,460 33,159 35,857 -1.1% 6.9%  

Mkt Cap (Rs bn) 383 EBITDA (Rs mn) 6,634 3,058 6,367 4.2% 116.9%  

Reco Hold EBITDA Margin (%) 18.7 9.2 17.8 95 bps 949 bps  

Target Price (Rs) 2,460 PAT (Rs mn) 2,849 591 3,295 -13.5% 382.1%  

% Upside 6% EPS (Rs) 17.2 3.6 19.9 -13.5% 382.1%  

         

Glenmark Pharma           
 
Revenue came in at Rs22.6bn (our estimate: Rs22.3bn), EBITDA 
stood at Rs3.9bn (our est.: Rs4.2bn) and net profit was Rs2.1bn 
(our est.: Rs2.3bn). Cost declined marginally qoq, which seems to 
have supported EBITDA margin. On the face of it, the US revenue 
picture does not appear dire. Revenue appears to be marginally 
down qoq after adjusting for Zetia revenue in Q1FY18, which 
indicates that price erosion (at least for GNP) has not been as 
severe as expected. Overall revenue for Q2FY18 was supported 
by non-India, non-US growth. Thus, LATAM grew by 24% qoq 
while Europe was up 23% qoq. Short-term US revenue guidance 
is strong, but we still see structural industry-wide problems 
persisting. Maintain earnings estimates and Hold rating, valuing 
GNP at 17xPE on FY20E EPS of Rs42.4 (earlier FY19E). 

CMP(Rs) 583 Net Sales (Rs mn) 22,566 23,630 22,241 1.5% -4.5%  

Mkt Cap (Rs bn) 165 EBITDA (Rs mn) 3,884 5,774 4,488 -13.5% -32.7%  

Reco Hold EBITDA Margin (%) 17.2 24.4 20.2 -297 bps -723 bps  

Target Price (Rs) 720 PAT (Rs mn) 2,142 3,334 2,237 -4.3% -35.8%  

% Upside 23% EPS (Rs) 7.6 11.8 7.9 -4.3% -35.8%  
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Name   Sep’17 Jun’17 Sep’16 
% Chg  

YoY 

% Chg  

QoQ 

Actual 

v/s 

Expect 

Comments 

Granules India                
Revenue stood at Rs3.9bn, which was broadly in line with our 
expectation of Rs4.0bn while EBITDA grew by 4% yoy to 
Rs769mn vs our estimate of Rs804mn. However, EBITDA margin 
declined by 78bps yoy (34bps qoq). Key molecules like 
Paracetmol and Metformin grew significantly compared to 
previous quarters. Sharp revenue acceleration was seen in FD 
segment. Omnichem JV expansion delayed due to limited off take 
by partners, though revenue from GRAN’s capacity expansion is 
expected to kick in from Q3FY18/Q4FY18 onwards. Launch of 
gEfffient with more ANDAs from US pharma JV to also drive 
earnings. We maintain BUY with TP of Rs155 (earlier Rs152), 
valuing GRAN at P/E multiple of 13x on FY20E (earlier on FY19E 
EPS) with earnings estimate of Rs12/share. 

CMP(Rs) 121 Net Sales (Rs mn) 3,926 3,860 3,638 7.9% 1.7%  

Mkt Cap (Rs bn) 31 EBITDA (Rs mn) 769 769 741 3.8% 0.0%  

Reco Buy EBITDA Margin (%) 19.6 19.9 20.4 -78 bps -34 bps  

Target Price (Rs) 155 PAT (Rs mn) 403 368 408 -1.0% 9.6%  

% Upside 28% EPS (Rs) 1.6 1.5 1.8 -11.0% 9.6%  

IPCA Lab          
  
Q2 is a seasonally strong quarter for Ipca Laboratories Ltd (IPCA). 
Q2FY18 was no exception, driven by higher India Branded 
revenue (up 43% qoq). GST-led re-stocking also seems to have 
helped, along with a small recovery in India API sales. Overall, 
India business recovery for IPCA is still suspect given the sluggish 
IPM growth rate. Bottom-line was also supported by a lower tax 
rate and a decline in other expenditure. Awarding of WHO tenders 
for the supply for Anti-malaria Formulations could be a near term 
trigger, but the order size is still uncertain as is the overall 
opportunity size, which now appears much smaller. Maintain our 
HOLD rating with a revised TP of Rs555 as we roll over valuation 
to FY20E from FY19E earlier. 

CMP(Rs) 528 Net Sales (Rs mn) 8,643 7,130 8,851 -2.3% 21.2%  

Mkt Cap (Rs bn) 67 EBITDA (Rs mn) 1,490 215 1,280 16.4% 592.5%  

Reco Hold EBITDA Margin (%) 17.2 3.0 14.5 278 bps 1,422 bps  

Target Price (Rs) 555 PAT (Rs mn) 965 -202 471 104.6%    

% Upside 5% EPS (Rs) 7.6 -1.6 3.7 104.6%    

Lupin           
 
US business continues to see significant pricing pressure, with 
Q2FY18 revenue down 32% yoy and 15% qoq. Concall 
commentary indicates US revenue fall was largely attributed to 
gFortamet/Glumetza erosion and base business decline. While 
India and Emerging markets growth shored up overall revenue, 
India revenue grew by 16% yoy/24% qoq and LATAM revenue 
notched up by 41% yoy/10% qoq. Strong cost cutting/cost 
deferment measures also helped support EBITDA margins 
despite sequential weakness in gross margins. EBITDA margins 
expanded by 170bps QoQ despite a 70bps fall in gross margins. 
Overall US growth trajectory is uncertain going ahead. We 
maintain Hold rating and value LPC at P/E multiple of 18x FY20E 
(earlier FY19E) with earnings estimate of Rs59/share. 

CMP(Rs) 824 Net Sales (Rs mn) 39,520 38,696 42,905 -7.9% 2.1%  

Mkt Cap (Rs bn) 372 EBITDA (Rs mn) 8,531 7,684 8,082 5.5% 11.0%  

Reco Hold EBITDA Margin (%) 21.6 19.9 18.8 275 bps 173 bps  

Target Price (Rs) 1,060 PAT (Rs mn) 4,569 3,580 2,825 61.7% 27.6%  

% Upside 29% EPS (Rs) 10.1 7.9 6.3 61.7% 27.6%  
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Name   Sep’17 Jun’17 Sep’16 
% Chg  

YoY 

% Chg  

QoQ 

Actual 

v/s 

Expect 

Comments 

Sun Pharma                
Overall numbers are in line though a beat on net profit was driven 
by higher other income and lower tax rate. Higher India growth was 
offset by weaker-than-expected US revenue. Some of the softness 
in US revenue is attributable to supplies deferment to 2HFY18. 
SUNP maintained guidance for FY18 at mid-single digit revenue 
decline. SUNP believes 2HFY18 will be stronger, but also does not 
rule out possible underperformance, highlighting the challenging 
nature of the US business environment. We fine tune FY18 
estimates for Halol and maintain our Reduce rating with new a TP 
of Rs460 on rolling over to FY20E (earlier FY19E).  
 
 

CMP(Rs) 505 Net Sales (Rs mn) 66,503 62,088 77,814 -14.5% 7.1%  

Mkt Cap (Rs bn) 1,212 EBITDA (Rs mn) 13,756 10,957 28,079 -51.0% 25.6%  

Reco Reduce EBITDA Margin (%) 20.7 17.6 36.1 -1,540 bps 304 bps  

Target Price (Rs) 460 PAT (Rs mn) 9,121 5,256 18,753 -51.4% 73.5%  

% Upside -9% EPS (Rs) 3.8 2.2 7.8 -51.4% 73.5%  

Torrent Pharma          Torrent Pharma Q2FY18 revenue disappointed marginally, with 
India growth continuing to recovery while US and Brazil posted 
weaker revenue numbers. TRP faces twin challenges – in medium 
term to integrate acquisition of Unichem’s domestic branded 
business while in long term revamp US growth plans, which have 
been set back by the significant pricing pressure over the past 1 
year. Unichem’s branded business to be earnings dilutive for at 
least the next 2 years, as TRP works on raising MR productivity as 
well as streamlining synergies across manufacturing, distribution 
etc. Maintain our SELL rating with marginally lower estimates. 
Value TRP at 18x PE on FY20E EPS of Rs65 (earlier FY19E). Our 
new TP is Rs1,160 (earlier Rs1,075).   

CMP(Rs) 1,252 Net Sales (Rs mn) 14,290 13,740 14,290 0.0% 4.0%  

Mkt Cap (Rs bn) 212 EBITDA (Rs mn) 3,290 2,970 3,300 -0.3% 10.8%  

Reco Sell EBITDA Margin (%) 23.0 21.6 23.1 -7 bps 141 bps  

Target Price (Rs) 1,160 PAT (Rs mn) 2,040 1,880 2,070 -1.4% 8.5%  

% Upside -7% EPS (Rs) 12.1 11.1 12.2 -1.4% 8.5%  
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Emkay Rating Distribution 

BUY Expected total return (%) (Stock price appreciation and dividend yield) of over 25% within the next 12-18 months. 

ACCUMULATE Expected total return (%) (Stock price appreciation and dividend yield) of over 10% within the next 12-18 months. 

HOLD Expected total return (%) (Stock price appreciation and dividend yield) of upto 10% within the next 12-18 months. 

REDUCE Expected total return (%) (Stock price depreciation) of upto (-) 10% within the next 12-18 months. 

SELL The stock is believed to underperform the broad market indices or its related universe within the next 12-18 months. 
 

 

Completed Date:  
Dissemination Date: 

 

Sources for all charts and tables are Emkay Research unless otherwise specified. 
 

GENERAL DISCLOSURE/DISCLAIMER BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL): 
Emkay Global Financial Services Limited (CIN-L67120MH1995PLC084899) and its affiliates are a full-service, brokerage, investment banking, investment 
management and financing group. Emkay Global Financial Services Limited (EGFSL) along with its affiliates are participants in virtually all securities trading 
markets in India. EGFSL was established in 1995 and is one of India's leading brokerage and distribution house. EGFSL is a corporate trading member of 
Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX). EGFSL along with its 
subsidiaries offers the most comprehensive avenues for investments and is engaged in the businesses including stock broking (Institutional and retail), 
merchant banking, commodity broking, depository participant, portfolio management, insurance broking and services rendered in connection with 
distribution of primary market issues and financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e. 
www.emkayglobal.com 
EGFSL is registered as Research Analyst with SEBI bearing registration Number INH000000354 as per SEBI (Research Analysts) Regulations, 2014. 
EGFSL hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is registered 
in last five years, except that NSE had disabled EGFSL from trading on October 05, October 08 and October 09, 2012 for a manifest error resulting into a 
bonafide erroneous trade on October 05, 2012. However, SEBI and Stock Exchanges have conducted the routine inspection and based on their 
observations have issued advice letters or levied minor penalty on EGFSL for certain operational deviations in ordinary/routine course of business. EGFSL 
has   not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled 
by SEBI at any point of time.  
EGFSL offers research services to clients as well as prospects. 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.  
Other disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 
2014 with reference to the subject company(s) covered in this report 
EGFSL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Our 
salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that 
are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that may be  
inconsistent with the recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other 
things, may give rise to real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important information 
regarding our relationships with the company or companies that are the subject of this material is provided herein. This report is not directed to, 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 or regulation or which would subject EGFSL or its group companies to any registration 
or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase 
or sale of any financial instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not 
be construed as official confirmation of any transaction. No part of this document may be used by private customers in United Kingdom. All material 
presented in this report, unless specifically indicated otherwise, is under copyright to Emkay. None of the material, nor its content, nor any copy of it, may 
be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of EGFSL . All trademarks, 
service marks and logos used in this report are trademarks or registered trademarks of EGFSL or its Group Companies. The information contained herein 
is not intended for publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying 
of this communication is prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market 
and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing in Indian Securities Market. In so far as this report 
includes current or historic information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.  

 This publication has not been reviewed or authorized by any regulatory authority. There is no planned schedule or frequency for updating research 
publication relating to any issuer.  

 Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets 
 
Disclaimer for U.S. persons only: This research report is a product of Emkay Global Financial Services Limited (Emkay), which is the employer of the 
research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States 
(U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-
dealer, and is/are not required to satisfy the regulatory licensing requirements of Financial Institutions Regulatory Authority (FINRA) or required to otherwise 
comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public appearances and trading securities 
held by a research analyst account. This report is intended for distribution to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. 
Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on 
Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return the 
same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional 
Investor. In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to 
conduct certain business with Major Institutional Investors.  
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GENERAL DISCLOSURE/DISCLAIMER BY DBS BANK LTD AS DISTRIBUTOR OF THE RESEARCH REPORT 
This report is solely intended for the clients of DBS Bank Ltd,its respective connected and associated corporations and affiliates only and no part of this 
document may be (i) copied, photocopied or duplicated in any form or by any means or (ii) redistributed without the prior written consent of DBS Bank Ltd.  
 
The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to DBS Bank 
Ltd, its respective connected and associated corporations, affiliates and their respective directors, officers, employees and agents (collectively, the “DBS 
Group”) have not conducted due diligence on any of the companies, verified any information or sources or taken into account any other factors which we 
may consider to be relevant or appropriate in preparing the research. Accordingly, we do not make any representation or warranty as to the accuracy, 
completeness or correctness of the research set out in this report. Opinions expressed are subject to change without notice. This research is prepared for 
general circulation. Any recommendation contained in this document does not have regard to the specific investment objectives, financial situation and 
the particular needs of any specific addressee. This document is for the information of addressees only and is not to be taken in substitution for the 
exercise of judgement by addressees, who should obtain separate independent legal or financial advice. The DBS Group accepts no liability whatsoever 
for any direct, indirect and/or consequential loss (including any claims for loss of profit) arising from any use of and/or reliance upon this document and/or 
further communication given in relation to this document. This document is not to be construed as an offer or a solicitation of an offer to buy or sell any 
securities. The DBS Group, along with its affiliates and/or persons associated with any of them may from time to time have interests in the securities 
mentioned in this document. The DBS Group, may have positions in, and may effect transactions in securities mentioned herein and may also perform or 
seek to perform broking, investment banking and other banking services for these companies. Any valuations, opinions, estimates, forecasts, ratings or 
risk assessments herein constitutes a judgment as of the date of this report, and there can be no assurance that future results or events will be consistent 
with any such valuations, opinions, estimates, forecasts, ratings or risk assessments. The information in this document is subject to change without notice, 
its accuracy is not guaranteed, it may be incomplete or condensed, it may not contain all material information concerning the company (or companies) 
referred to in this report and the DBS Group is under no obligation to update the information in this report. This publication has not been reviewed or 
authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no planned schedule or frequency for updating research publication 
relating to any issuer. 
 

The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates and 
assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the estimates on which the 
valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary significantly from actual results. 
Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described herein IS NOT TO BE RELIED UPON as 
a representation and/or warranty by the DBS Group (and/or any persons associated with the aforesaid entities), that: (a) such valuations, opinions, 
estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and (b) there is any assurance that future results or 
events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk assessments stated therein. Please contact the primary 
analyst for valuation methodologies and assumptions associated with the covered companies or price targets. Any assumptions made in this report that 
refers to commodities, are for the purposes of making forecasts for the company (or companies) mentioned herein. They are not to be construed as 
recommendations to trade in the physical commodity or in the futures contract relating to the commodity referred to in this report. 
 
DBSVUSA, a US-registered broker-dealer, does not have its own investment banking or research department, has not participated in any public offering 
of securities as a manager or co-manager or in any other investment banking transaction in the past twelve months and does not engage in market-
making. 
 

ANALYST CERTIFICATION BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL) 
The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and 
their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her compensation was, is, 
or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s) primarily responsible of the 
content of this research report, in part or in whole, certifies that he or his associate1 does not serve as an officer, director or employee of the issuer or the 
new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real estate investment 
trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the management of the issuer or the 
new listing applicant). The research analyst(s) primarily responsible for the content of this research report or his associate does not have financial interests2 
in relation to an issuer or a new listing applicant that the analyst reviews. EGFSL has procedures in place to eliminate, avoid and manage any potential 
conflicts of interests that may arise in connection with the production of research reports. The research analyst(s) responsible for this report operates as 
part of a separate and independent team to the investment banking function of the EGFSL and procedures are in place to ensure that confidential 
information held by either the research or investment banking function is handled appropriately. There is no direct link of EGFSL compensation to any 
specific investment banking function of the EGFSL. 
 
 
 
 
 
1 An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a trust of which the analyst, his spouse, 
minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another person accustomed or obliged to act in accordance with the directions 
or instructions of the analyst. 
 
2 Financial interest is defined as interest that are commonly known financial interest, such as investment in the securities in respect of an issuer or a new listing applicant, or 
financial accommodation arrangement between the issuer or the new listing applicant and the firm or analysis. This term does not include commercial lending conducted at the 
arm’s length, or investments in any collective investment scheme other than an issuer or new listing applicant notwithstanding the fact that the scheme has investments in 
securities in respect of an issuer or a new listing applicant. 
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COMPANY-SPECIFIC / REGULATORY DISCLOSURES BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL): 

Disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 
with reference to the subject company(s) covered in this report-: 
 
1. EGFSL, its subsidiaries and/or other affiliates do not have a proprietary position in the securities recommended in this report as of November 20, 

2017 
2. EGFSL, and/or Research Analyst does not market make in equity securities of the issuer(s) or company(ies) mentioned in this Research Report 
        Disclosure of previous investment recommendation produced:  
3. EGFSL may have published other investment recommendations in respect of the same securities / instruments recommended in this research 

report during the preceding 12 months. Please contact the primary analyst listed in the first page of this report to view previous investment 
recommendations published by EGFSL  in the preceding 12 months.         

4. EGFSL , its subsidiaries and/or other affiliates and Research Analyst or his/her relative’s does not have any material conflict of interest in the 
securities recommended in this report as of November 20, 2017.  

5. EGFSL, its subsidiaries and/or other affiliates and Research Analyst or his/her relative’s does not have actual/beneficial ownership of 1% or more 
securities of the subject company at the end of the month immediately preceding the November 20, 2017 

6. EGFSL, its subsidiaries and/or other affiliates and Research Analyst have not received any compensation in whatever form including 
compensation for investment banking or merchant banking or brokerage services or for products or services other than investment banking or 
merchant banking or brokerage services from securities recommended in this report (subject company) in the past 12 months. 

7. EGFSL, its subsidiaries and/or other affiliates and/or and Research Analyst have not received any compensation or other benefits from securities 
recommended in this report (subject company) or third party in connection with the research report. 

8. Securities recommended in this report (Subject Company) has not been client of EGFSL, its subsidiaries and/or other affiliates and/or and 
Research Analyst during twelve months preceding the November 20, 2017 
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COMPANY-SPECIFIC / REGULATORY DISCLOSURES BY DBS BANK LTD AS DISTRIBUTOR OF THE RESEARCH REPORT 

1. DBS Bank Ltd., DBS HK, DBS Vickers Securities (Singapore) Pte Ltd (“DBSVS”), DBSV HK or their subsidiaries and/or other affiliates do not have a 
proprietary position in the securities recommended in this report as of 31 July 2017.    

 
2. Neither DBS Bank Ltd, DBS HK nor DBSV HK market makes in equity securities of the issuer(s) or company(ies) mentioned in this Research Report. 
 
Compensation for investment banking services:    
3. DBSVUSA, does not have its own investment banking or research department, nor has it participated in any public offering of securities as a manager 

or co-manager or in any other investment banking transaction in the past twelve months. Any US persons wishing to obtain further information, including 
any clarification on disclosures in this disclaimer, or to effect a transaction in any security discussed in this document should contact DBSVUSA 
exclusively. 

   
Disclosure of previous investment recommendation produced: 
4. DBS Bank Ltd. DBS Vickers Securities (Singapore) Pte Ltd (“DBSVS”), their subsidiaries and/or other affiliates may have published other investment 

recommendations in respect of the same securities / instruments recommended in this research report during the preceding 12 months. Please contact 
the primary analyst listed in the first page of this report to view previous investment recommendations published by DBS Bank Ltd. DBS Vickers Securities 
(Singapore) Pte Ltd (“DBSVS”), their subsidiaries and/or other affiliates in the preceding 12 months. 

 

 
RESTRICTIONS ON DISTRIBUTION 

General This report is not directed to, 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 or regulation. 

Australia This report is not for distribution into Australia. 

Hong Kong This report is not for distribution into Hong Kong. 

Indonesia This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia. 

Malaysia This report is not for distribution into Malaysia.  

Singapore This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 16800306E) or DBSVS (Company Regn. No. 
1860024G) both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated by the Monetary 
Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its respective foreign entities, 
affiliates or other foreign research houses pursuant to an agreement under Regulation 32C of the financial Advisers 
Regulations. Singapore recipients should contact DBS Bank Ltd at 6327 2288 for matters arising from, or in connection with 
the report.   

Thailand This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd. Research reports distributed are only 
intended for institutional clients only and no other person may act upon it. 

United Kingdom This report is disseminated in the United Kingdom by DBS Vickers Securities (UK) Ltd, ("DBSVUK"). DBSVUK is authorised 
and regulated by the Financial Conduct Authority in the United Kingdom.  

In respect of the United Kingdom, this report is solely intended for the clients of DBSVUK, its respective connected and 
associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in any 
form or by any means or (ii) redistributed without the prior written consent of DBSVUK. This communication is directed at 
persons having professional experience in matters relating to investments. Any investment activity following from this 
communication will only be engaged in with such persons. Persons who do not have professional experience in matters relating 
to investments should not rely on this communication. 

Dubai International 
Financial Centre  
 

This research report is being distributed by DBS Bank Ltd., (DIFC Branch) having its office at PO Box 506538, 3rd Floor, 
Building 3, East Wing, Gate Precinct, Dubai International Financial Centre (DIFC), Dubai, United Arab Emirates. DBS Bank 
Ltd., (DIFC Branch) is regulated by The Dubai Financial Services Authority. This research report is intended only for 
professional clients (as defined in the DFSA rulebook) and no other person may act upon it.  

 

United Arab Emirates This report is provided by DBS Bank Ltd (Company Regn. No. 196800306E) which is an Exempt Financial Adviser as defined 
in the Financial Advisers Act and regulated by the Monetary Authority of Singapore. This report is for information purposes 
only and should not be relied upon or acted on by the recipient or considered as a solicitation or inducement to buy or sell any 
financial product. It does not constitute a personal recommendation or take into account the particular investment objectives, 
financial situation, or needs of individual clients. You should contact your relationship manager or investment adviser if you 
need advice on the merits of buying, selling or holding a particular investment. You should note that the information in this 
report may be out of date and it is not represented or warranted to be accurate, timely or complete. This report or any portion 
thereof may not be reprinted, sold or redistributed without our written consent.  

 

United States DBSVUSA did not participate in its preparation.  The research analyst(s) named on this report are not registered as research 
analysts with FINRA and are not associated persons of DBSVUSA. The research analyst(s) are not subject to FINRA Rule 
2241 restrictions on analyst compensation, communications with a subject company, public appearances and trading securities 
held by a research analyst. This report is being distributed in the United States by DBSVUSA, which accepts responsibility for 
its contents. This report may only be distributed to Major U.S. Institutional Investors (as defined in SEC Rule 15a-6) and to 
such other institutional investors and qualified persons as DBSVUSA may authorize.  Any U.S. person receiving this report 
who wishes to effect transactions in any securities referred to herein should contact DBSVUSA directly and not its affiliate. 

Other jurisdictions 
In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified, 
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions. 
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