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Dishman Pharmaceuticals & Chemicals

Results below expectation

B Revenues below expectation: Dishman Pharmaceuticals & Chemicals’
(DPCL’s) revenue reduced by 15.2% (YoY) - from Rs2.93bn to Rs2.48bn
(we expected Rs2.57bn). Segment-wise, revenue from CRAMS reduced by
24.1% - from Rs2.22bn to Rs1.72bn. This reduction in revenue is because
of lower business from Carbogen Amcis (CA). Revenue from marketable
molecule (MM) segment increased by 16.5% - from Rs649m to Rs756m. In
the MM category, revenues from Quats segment grew marginally by 7.4%
- from Rs369m to Rs396m. Revenues from the business of Vitamin D,
acquired from Solvay grew by 28.5% YoY from Rs280m to Rs360m.

B Operating margin below expectation: Excluding forex gain/loss,
operating margin reduced from 25.4% to 19.9% YoY. This is mainly due to
significant increase in material cost which increased from 29.4% to 45%
(as % of sales) YoY. This is mainly due to change in product mix for the
quarter. DPCL had forex gain of Rs8m for the quarter against gain of
Rs372m YoY. Interest charge has been Rs100m against Rs180m YoY.
Decrease in interest charge is due to lower interest rate. Total debt was
Rs7.73bn at the end of Q4FY10. Tax rate for the quarter was 17.8%
against write-back of Rs9m YoY. However tax rate for the year has been
11.5% and DPCL guided for similar tax rate for FY11. DPCL reported net
profit of Rs221m against Rs758m YoY. Excluding forex gain/ loss, net
profit of DPCL is Rs213m against Rs386m YoY.

B Valuations: We expect sales of the company to grow at a CAGR of 19.5%
and net profit to grow at a CAGR of 29.5% over the next two years. At
CMP of Rs211, the stock trades at 14.6x FY1lE and 10.8x FY12E. We
maintain ‘Accumulate’ rating on the stock.

Key financials (Y/e March) FY09 FY10 FY11E FY12E
Revenues (Rs m) 10,624 9,154 10,678 13,083

Growth (%) 32.3 (13.8) 16.6 22.5
EBITDA (Rs m) 2,615 2,039 2,456 3,281
PAT (Rs m) 1,462 1,179 1,165 1,566
EPS (Rs) 17.6 11.6 14.4 19.4

Growth (%) 16.9 (34.1) 24.5 34.5
Net DPS (Rs) 6.0 6.0 6.8 11.2

Source: Company Data; PL Research

Profitability & valuation FY09 FY10 FY11E FY12E
EBITDA margin (%) 24.6 22.3 23.0 25.1
ROE (%) 20.8 15.0 13.1 15.3
ROCE (%) 12.7 8.0 9.6 11.0
EV / sales (x) 2.3 2.7 2.3 1.9
EV / EBITDA (X) 9.3 12.1 10.0 7.6
PE (X) 12.0 18.2 14.6 10.8
P/ BV (X) 2.4 2.2 1.9 1.7
Net dividend yield (%) 2.8 2.9 3.2 5.3

Source: Company Data; PL Research
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Dishman Pharmaceuticals & Chemicals

Q4FY10 Result Overview (Rs m)
Y/e March Q4FY10 Q4FY09 YoY gr. Q3FY10 FY10 FY09 YoY gr.
(%) (%)
Net sales 2,479 2,923 (15.2) 2,223 9,154 10,624 (13.8)
Expenditure
Raw materials 1,017 862 18.0 590 2,767 3,241 (14.6)
as % of net sales 41.0 29.5 26.6 30.2 30.5
Personnel expenses 450 714 (36.9) 677 2,541 2,730 (6.9)
as % of net sales 18.2 24.4 30.4 27.8 25.7
Other expenses 517 614 (15.8) 443 1,808 2,037 (11.3)
as % of net sales 20.9 21.0 19.9 19.7 19.2
Total Expenditure 1,984 2,189 (9.4) 1,710 7,116 8,009 (11.2)
OPBDIT 494 734 (32.6) 513 2,039 2,615 (22.0)
OP Margin (%) 19.9 25.1 23.1 22.3 24.6
Other income - - NA 12 - - #DIV/0!
PBDIT 494 734 (32.6) 525 2,039 2,615 (22.0)
Depreciation 135 176 (23.5) 141 594 629 (5.6)
Interest 100 180 (44.4) 85 388 459 (15.5)
PBT 259 377 (31.3) 299 1,057 1,527 (30.8)
Prov. For tax 46 9) (639.6) (6) 121 107 13.5
% of PBT 17.8 (2.3) (2.1) 11.5 7.0
PAT 213 386 (44.7) 306 935 1,420 (34.1)
Extraordinary item 8 372 NA 20 244 42 (82.8)
Reported PAT 221 758 (70.8) 325 1,179 1,462 (19.4)
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Buy Accumulate Reduce Sell

PL’s Recommendation Nomenclature

BUY : Over 15% Outperformance to Sensex over 12-months Accumulate : Outperformance to Sensex over 12-months

Reduce : Underperformance to Sensex over 12-months Sell : Over 15% underperformance to Sensex over 12-months
Trading Buy : Over 10% absolute upside in 1-month Trading Sell : Over 10% absolute decline in 1-month

Not Rated (NR) : No specific call on the stock Under Review (UR) : Rating likely to change shortly

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient
only as information and is not for circulation. This document is not to be reported or copied or made available to others without prior permission of

PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently
verified the accuracy or completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of

whatsoever nature for the information, statements and opinion given, made available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go
down as well. The suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice

should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act
as principal or engage in transactions of securities of companies referred to in this report and they may have used the research material prior to

publication.
We may from time to time solicit or perform investment banking or other services for any company mentioned in this document.
For Clients / Recipients in United States of America:

All materials are furnished courtesy of Direct Access Partners LLC ("DAP") and produced by Prabhudas Lilladher Pvt. Ltd. ("PLI"). This is material is for
informational purposes only and provided to Qualified and Accredited Investors. You are under no obligation to DAP or PLI for the information
provided herein unless agreed to by all of the parties, Additionally you are prohibited from using the information for any reason or purpose outside

its intended use. Any questions should be directed to Gerard Visci at DAP at 212.850.8888.




