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Year Growth EBITDA Margin PAT Margin P/E ROE (%)
Consolidated (%) (Rs cr) (%) (Rs cr) (%) ) :

Steady Growth Continues
Ajanta Pharma (APL) posted sales growth of 20.5% yoy to Rs 337.3 cr, in-line
with expectations. However, EBITDA margins showed further improvement to

32.8% v/s 30.1% in Q2FY14 and 31.2% in Q1FY15 owing to higher gross margins
and favorable rupee movement (Re/$ was stable at 61 against management’s
expectation of 60). However, for the full year the management has maintained
its sales growth guidance of 20% (at constant currency of Rs 60/S) and 30%
EBITDA margins. During the quarter APL has received Rs 12 cr additional
dividends from its subsidiaries (total dividends in 1H is Rs 18 cr)

Key Highlights

> Domestic markets grew by 20% yoy, much higher than industry average
and its peers led by all around healthy growth like in Cardio (45% yoy),
Dermatology (20%) and Ophthalmology (38%) segments.

» The company has launched six products in the domestic segment.
Management has reiterated its stance of growing deeper in the existing
therapies and not intended to foray into any new therapy as of now.

> Exports to Emerging Markets posted strong growth of 24% yoy, backed by
32% growth in Asia and 22% in Africa. Favorable movement in rupee (at 61
v/s management’s expectation of 60) also helped the company in getting
higher realizations. APL has launched 12 new products in the emerging
markets and has a strong pipeline of 1700 products under registration to
ensure the continued growth.

» The company expects to get two more approvals in 2HFY15 from US.
Excluding that it expects report S$1mn revenues from the single launched
product. Albeit small, we believe it is a start of revenues from regulated
markets. We expect FY17 to be meaningful year for the company in terms
of US revenues. The company is expected to file 4-5 ANDAs in 2HFY15 (2 in
1HFY15)

Valuation & Recommendation
We have factored in 21% growth with 30.2% EBITDA for FY15 (against 32%

margins in 1HFY15), on constant currency. The company has healthy balance
sheet (debt:equity is 0.1x) and strong return ratios (more than 30%). The stock
has re-rated substantially in last three years and considering the growth
momentum and improving profitability, we believe that it can sustain at these
valuations. We are introducing FY17E numbers and rolling forward our target
multiple to FY17E. Given the continuous outperformance, healthy outlook,
investors can hold shares for price target of Rs 2150 (18x of FY17E EPS)

FY14A
FY15E
FY16E
FY17E

Q2FY1l5 Result Update — 31 October 2014

1208.3 29.8% 368.8 30.5% 233.9 19.4% 66.5 28.4 47.4%
1461.1 20.9% 440.8 30.2% 279.1 19.1% 79.4 23.8 39.4%
1780.2 21.8% 533.7 30.0% 343.7 19.3% 97.8 19.4 35.6%
2185.4 22.8% 655.5 30.0% 420.0 19.2% 119.4 15.8 32.7%
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Ajanta Pharma Ltd.

Quarterly Result

| Standalone (Rscr) | _Q2FY15_|_Q2FY14 | __yoy | QIFY14 | _gog |

Net sales 337.3 279.8 20.5 287.5 17.3
Cost of Materials 96.7 92.9 4.0 80.3 20.3
Staff cost 44.5 37.4 19.2 42.8 3.9
Other Exps 85.4 65.4 30.6 74.6 14.4
Total Expenses 226.6 195.7 15.8 197.8 14.6
EBITDA 110.7 84.2 31.6 89.7 23.4
margins 32.8% 30.1% 31.2%
Depreciation 12.2 9.0 35.7 12.0 1.3
EBIT 98.5 75.2 31.1 77.7 26.9
Interest 13 2.2 -39.4 14 -5.6
Other income 14.7 5.8 152.1 8.6 71.6
Exchange

gain/(loss) 1.2 0.5 156.5 0.1 972.7
PBT 113.1 79.3 42.7 84.9 33.2
Tax 34.5 235 47.0 26.2 31.5
Tax rate 30.5% 29.6% 30.9%

PAT 78.6 55.8 40.9 58.7 33.9
Equity Capital 17.7 17.7 17.7

FV 5.0 5.0 5.0

EPS 22.2 15.8 40.9 16.6 33.9

Revenue Breakup

—m

Africa 92 21.7% 92 21.7%
Asia 101 77 31.2% 65 55.4%
Latam 3 5 -40.0% 3 0.0%

Total Exports 216 174 24.1% 160 35.0%
Doemstic 114 97 17.5% 119 -4.2%
Others 7.3 8.8 -17.3% 8.5 -14.0%
Total Sales 337.3 279.8 20.5% 287.5 17.3%
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Ajanta Pharma Ltd.

Financials (consolidated)

P&L (Rs.Cr) FY14A FY15E FY16E FY17E |l Balance Sheet (Rs Cr| FY14A FY15E FY16E FY17E
Net Sales 1208.3 1461.1 1780.2 2185.4  Share Capital 17.7 17.7 17.7 17.7
% change 29.8% 20.9% 21.8% 22.8%  Reserves & Surplus 575.6 806.6 1091.1 1438.7
EBITDA 368.8 440.8 533.7 655.5 Net Worth 593.3 824.2 1108.8 1456.4
EBITDA margin 30.5% 30.2% 30.0% 30.0%  Net Deferred Tax Liat 23.0 23.0 23.0 23.0
Depn & Amort 43.9 48.6 55.4 73.4  Other Non-Current Li: 2.5 2.5 2.5 2.5
Operating incom« 324.9 392.2 478.4 582.1 Total Loans 130.5 1129 92.9 72.9
Interest 11.6 9.7 8.2 6.6 Trade Payables 124.5 149.8 179.7 220.8
Other Income 10.8 14.0 18.0 21.0 Prov. & Other CL 75.5 75.5 75.5 75.5
PBT 329.9 396.4 488.1 596.5 Total Liabilities 949.4 1187.9 1482.3 1851.1
Tax 96.0 117.4 144.4 176.5 Net Fixed Assets 2794 280.8 3754 552.0
MI & EO 0.0 0.0 0.0 0.0 Capital WIP 93.6 250.0 250.0 0.0
PAT 2339 279.1 343.7 420.0 Investments 8.5 8.5 8.5 8.5
PAT margin (%) 19.4% 19.1% 19.3% 19.2%  Cash & Bank 60.4 21.7 88.8 372.7
Sh o/s - Diluted 3.5 35 3.5 3.5 Invetories 1554 194.8 247.2 303.5
Adj EPS 66.5 79.4 97.8 119.4  Debtors 202.2 2435 296.7 364.2
Cash EPS 79.0 93.2 113.5 140.3  Loans & Advances 94.9 188.6 215.7 250.1

Qtrly-Stdalone Dec.13 Mar.13  June.13  Sept.13 BN E1FXSY 8 894.4 1187.9 1482.3 1851.1
Revenue 300.9 3111 287.5 337.3 [N EVAGEN ) FY14A FY15E FY16E FY17E

EBITDA 99.2 1123 89.7 110.7 Op CF before tax 371.7 440.8 533.7 655.5
Dep & Amorz 9.5 149 12.0 12.2 Changein WC -102.7 -94.1 -102.8 -117.1
Op Income 89.7 97.4 77.7 98.5 Tax -96.0 -117.4 -144.4 -176.5
Interest 2.2 2.2 1.4 1.3  CFfrom Operation 173.0 2293 286.5 361.9
Other Inc. 4.0 3.0 8.6 14.7  Investing

PBT 89.6 96.5 84.9 1131 Capex -132.9 -206.5 -150.0 0.0
Tax 27.2 26.4 26.2 345 Oth Inc & Investmen 10.8 14.0 18.0 21.0
EO 0.0 0.0 0.0 0.0  CF from Investing -122.1 -192.5 -132.0 21.0
PAT 62.4 70.1 58.7 78.6  Financing

EPS (Rs.) 17.7 19.8 16.6 22.2  Diviend Paid -41.1 -48.2 -59.2 -72.4
Share Capital 59 00 00 00
EBITDA margin (% 30.5% 30.2% 30.0% 30.0% Loans 5.7 -17.6 -20.0 -20.0
EBIT margin (%) 26.9% 26.8% 26.9% 26.6% Interest -8.7 -9.7 -8.2 -6.6
PAT margin (%) 19.4% 19.1% 19.3% 19.2%  Others 1.6 0.0 0.0 0.0
ROE (%) 47.4% 39.4% 35.6% 32.7%  CF from Financing -36.8 -75.5 -87.4 -99.0
ROCE (%) 54.1% 48.6% 46.2% 44.0% Net Chg. in Cash 14.2 -38.7 67.1 283.9
PAT growth (%) 108.6% 19.3% 23.2% 22.2%  Cash at beginning 46.2 60.4 21.7 88.8
Debt/Equity (x) 0.2 0.1 0.1 0.1 Cashatend 60.4 21.7 88.8 372.7
Price Earnings (x 28.4 23.8 194 158 Adj EPS 66.5 79.4 97.8 1194
Price/BV (x) 3.2 2.3 1.7 13 BV per share 168.7 234.4 3154 414.2
EV / Sales 5.6 4.6 3.7 2.9 Cashpershare 17.2 6.2 25.3 106.0
EV / EBITDA 18.2 15.3 12.5 9.7 Dividend per share 10.0 11.8 145 17.7
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Disclaimer:

This Document has been prepared by Nirmal Bang Research (A Division of Nirmal Bang Securities PVT LTD). The information, analysis and
estimates contained herein are based on Nirmal Bang Research assessment and have been obtained from sources believed to be reliable. This
document is meant for the use of the intended recipient only. This document, at best, represents Nirmal Bang Research opinion and is meant for
general information only. Nirmal Bang Research, its directors, officers or employees shall not in anyway be responsible for the contents stated
herein. Nirmal Bang Research expressly disclaims any and all liabilities that may arise from information, errors or omissions in this connection. This
document is not to be considered as an offer to sell or a solicitation to buy any securities. Nirmal Bang Research, its affiliates and their employees
may from time to time hold positions in securities referred to herein. Nirmal Bang Research or its affiliates may from time to time solicit from or
perform investment banking or other services for any company mentioned in this document.

Nirmal Bang Research (Division of Nirmal Bang Securities Pvt Ltd)
B-2, 301/302, Marathon Innova,
Opp. Peninsula Corporate Park
Off. Ganpatrao Kadam Marg
Lower Parel (W), Mumbai-400013
Board No : 91 22 3926 8000/8001
Fax : 022 3926 8010
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