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Product description and Investment Objective 
 

 
 Product description: 

 
 The portfolio seeks to achieve capital appreciation by predominantly investing in high-growth 

companies 
 

 Bottom-up approach by selecting stocks that adhere to our investment philosophy  
 
  
 

 
 Investment objective: 

 
 Generate market outperformance over benchmark and comparable diversified Mutual Funds 

 
 Take calculated risk  

 
 Focus on identifying top 7 stocks from investment universe 

 
 Constantly look for ideas to generate better risk adjusted returns 
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Core Investment Philosophy 
 

Our Stock Ideas are backed by thorough Research and Analysis 

Our Core Investment  
Philosophy  

and Approach 

Leadership position in sector   
Market Share, Fragmented Industry 
Bargaining power of the Industry 

Strong Earnings Visibility   
Can we predict earnings for next 1-2 years 
Revenue growth, RoE, RoCE 
Cash flow, Du-Pont 

Moat Around Business   
How different is the company 
Edge, Entry barrier, competition, pricing power 

Opportunity Size  
How big the sector can be (3x, 4x) 
Is there a saturation in the Industry 

Corporate governance  
Management background matters 
Avoid aggressive accounting policies   

 

Strong Management Credentials  
Track record of past decisions 
Comments v/s delivery etc. 
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Product risk profile and Strategy 
 

 Risk Profile 
 
 
 
 
 

High 

Medium 

Low 

Risk/Return Low Medium High 

 Product Strategy 
 
 Maximum 7 stock portfolio 

 
 Flexible sector and market cap allocation 

 
 Monthly portfolio review 

 
 No stock and sector limits 
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Why Mid Cap Marvels 
 

Leverages Edelweiss’s Stock Picking Acumen 

Ensures an evergreen portfolio through active guidance 

Stringent stock selection process on model portfolio stocks 

Focus on capturing stock upside 

Investment committee to  monitor  stringent Quality standards  
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Model Holdings 
 

Major Holdings 

Name Weight(%) 

Indo Count 14% 

Natco Pharma Ltd 14% 

Siyaram Silk 14% 

Jamna Auto Industries Ltd. 14% 

Others 44% 

14% 

14% 

14% 

14% 

44% 

IT 

Auto 

BFSI 

Pharmaceuticals 

Consumption 

Sector Composition 
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Portfolio Performance 
 

  1M 3M 6M 9M 1 Year SI* 

Midcap Marvels 6.8% 16.9% 8.1% 5.6% 18.2% 49.0% 

CNX Midcap 5.7% 9.7% 4.0% 6.2% 5.9% 14.4% 

Performance as on 4th July, 2016 

Performance Midcap Marvels - CAGR  

*CAGR return since inception – 4h June, 2014 

38.7% 

18.2% 

49.0% 

13.2% 
5.9% 

14.4% 

2 Year 1 Year Since Inception 

Midcap Marvels CNX Midcap 
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Portfolio Performance 
 

Edelweiss Mid Cap Marvels NAV: At INR 230 vs CNX Midcap NAV of INR 132 
Edelweiss Midcap Marvels have delivered a CAGR return of 49.0% since inception (4 June, 2014) as against CNX 
Midcap Index CAGR return of 14.4%. 
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Returns since Inception and for the month 

-8% 

-3% 

26% 

42% 

169% 

127% 

299% 

-100% 0% 100% 200% 300% 400% 

NIIT Ltd 

Siyaram Silk 

Indian Terrain 

Jamna Auto Industries Ltd. 

Cholamandalam Finance   

Indo Count 

Natco Pharma Ltd 

Return Since inception 

8% 

25% 

5% 

9% 

8% 

-2% 

-6% 

-10% -5% 0% 5% 10% 15% 20% 25% 30% 

Indo Count 

Natco Pharma Ltd 

Siyaram Silk 

Jamna Auto Industries Ltd. 

NIIT Ltd 

Indian Terrain 

Cholamandalam Finance   

Return for the month  
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Coverage Stocks 

  (in crs) P/E EV/EBITDA ROCE (%) 

Stock  M.Cap EV FY16 FY17E FY16 FY17E FY16 FY17E 

Va Tech Wabag Ltd  3312 2868 22.2 16.2 12.8 9.7 20.2 24.1 
KNR Constructions Ltd 1636 1527 19.9 18.0 15.3 12.8 14 15.8 
PNC Infratech Ltd 2843 2846 21.7 16.8 16.3 13.4 17.6 17.2 
City Union Bank Limited 6281 NA 14.0 10.9 - - - - 
Bajaj Finance Limited 42557 NA 33.3 27.9 - - - - 
Cholamandalam Investment 14,950 NA 26.5  21.5  - - - - 
Intellect Design Arena Ltd 2050 NA NA 184 (115.1) 150.6  2 3 
Finolex industries 4937 5132 23.7 19.7 14.9 13.0 17.5 21.6 
Mayur Uniquoters Limited 1920 1841 24.6 21.6 14.1 12.3 33.4 32.4 
Kewal Kiran Clothing Ltd 2191 2070 32.2 27.4 20.6 18.0 27.3 26.8 
Alembic Pharmaceuticals Limited 10467 11743 13.7 20.7 9.5 14.3 66 31.4 
Natco Pharmaceutical Ltd 9992 8384 66.7 19.7 38.7 13.3 17.6 42.2 
Biocon Ltd 14064 8819 31.2 27.5 18.7 17.0 13.6 12.4 
Hester Biosciences Ltd 533 414 28.9 19.4 17.6 12.7 19.2 24.5 
Strides Arcolab 9905 8945 34.7 23.7 20.1 14.5 10.7 10.1 
Poly Medicure 1548 1329 36.0 28.2 19.2 15.8 21.4 24.4 
Madras Cements Limited 11928 12281 24.9 19.5 13.1 11.4 14.4 16.8 
Star Ferro & Cement Ltd 2295 2603 22.0 14.7 6.5 5.6 13.6 17.5 
Dalmia Bharat Ltd 8238 6322 58.5 21.2 9.5 8.6 10.5 11.3 
Sagar Cement Ltd 994 772 15.7 11.9 8.1  7.3  15.5 14.8 
Vinati Organics Limited 2420 2078 19.2 18.2 11.6 11.0 35.1 30.7 
SRF Ltd 7205 8387 17.2 13.0 9.3 7.8 13.0 15.0 
Indo Count Industries Ltd 3703 4002 14.9 11.4 8.7 7.1 48.7 43.2 
Siyaram Silk Mills Ltd 1001 1223 11.3 9.4 7.3 6.2 17.7 18.8 
Indian Terrain Ltd 561 426 17.6 17.6 14.4  11.7  20.3 21.0 
Tata Communications 12590 10025 124.2 64.2 8.4 7.0 7.0 13.0 
NIIT Ltd 1359 1456 21.4 14.0 20.7 13.9 8.5 14.2 
Jamna Auto 1339 1168 29.8 16.9 12.2 8.1 32.4 44.6 
Skipper Ltd 1492 1797 17.8 10.8 9.0 6.3 23.3 29.9 
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Edelweiss Mid-Cap Marvels 

S.No Stock Name CMP 
(INR) 

Mkt Cap 
(INR Crs) P/E (X) EV/EBITDA (X) ROE (%) 

     (INR)   (INR Cr) FY17E FY18E FY17E FY18E FY17E FY18E 

1. Cholamandalam Finance  964 14,950 21.5  18.6  NA NA 17.7  17.1  

2 NIIT Ltd. 87 1,359 14.0  10.5  13.9  10.6  10.2 13.3 

3. Indo Count Industries Ltd. 1,001 3,703 11.4  9.6  6.7  5.5  43.2  37.5  

4. Indian Terrain Fashions Ltd. 156  561 17.6  14.9  9.9  8.3  18.7 18.0  

5. Jamna Auto Industries Ltd. 174 1,339 16.9  12.3   8.1   6.2  32.3 35.8 

6. Natco Pharma Ltd. 594 9,992 19.7  23.1   13.3   14.6  33.2 21.8 

7. Siyaram Silk Mills Ltd. 1,100 1,001 9.4  7.8  6.3  5.4  19.5 20.0 

Note: Market CAP (Mkt CAP) and Current Market Price (CMP) were last recorded on 4th July, 2016 
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ANNEXURE 
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Cholamandalam Investment (CMP: INR 964; Mkt Cap: INR 14,950 cr) 

Share Holding Pattern (%) 

Promoter 53.14 

Public 46.86 

Others – 

Business Overview 

Retail finance company, promoted by Murugappa group, with focus on 
vehicle finance and  loan against property  

Vehicle finance constitute 69% of AUM and home equity constitute 29% of 
AUM 

Within vehicle finance, the focus is on small road transport operators  

Within home equity, 89% of loan is against self occupied residential property.  

Company has 534 branches (90%  in Tier II, Tier III and Tier IV towns)  

Opportunity Size: - 

CV sales growth over last 2 years was worst in 10 years. There will be growth 
due to uptick in pent up demand 

Company is adding new lines of business like tractor financing, rural financing, 
SME financing, both working capital and term loan 

Year to March FY14   FY15   FY16   FY17E   FY18E  

Net Interest Income (INR cr) 1,459 1,704 2,127 2,522 3,019 

Net Profit after tax  (INR cr) 364 435 568 700 835 

Adjusted BV per share 160 203 234 274 341 

Dilute EPS (Rs.) 25.4  30.3  36.4  44.8  51.8  

Gross NPA ratio (%) 1.9  3.1  3.5  3.3  3.1  

Net NPA ratio (%) 0.7  2.0  2.1  2.0  2.0  

Price/Adj. Book Value(x) 6.0  4.7  4.1  3.5  2.8  

Price/Earnings (x) 37.9  31.8  26.5  21.5  18.6  
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Cholamandalam Investment (CMP: INR 964; Mkt Cap: INR 14,950 cr) 

Investment Hypothesis 

Leading financier in vehicle segment. Adding new lines of business like 
tractor, rural and SME financing, both working capital and term loan 

Constant improvement in efficiency. The operating cost as % of assets 
has come down from  5.1% in FY09 to 3.5% in FY15 

Currently at the bottom of NPA cycle. Asset quality is expected to 
improve constantly 

Risks 

Commercial vehicle segment is highly correlated to GDP growth and 
IIP. Slow down in GDP growth and IIP will have impact on growth 

Vehicle segment constitute 69% of loan book.  Negative news like 
mining ban etc. will have impact on the asset quality 

 

Peer Comparison  

Diluted P/E(x) P/BV(x) ROE(%) 

FY17E FY18E FY17E FY18E FY17E FY18E 

Shriram Transport* 16.3 13.0 2.2 1.9 14.7 16.1 

Cholamandalam 21.5  18.6  3.5  2.8  17.7  17.1  

Vehicle Finance Loan Book Break-up 

69% 

29% 

2% 

Vehicle Finance 

Home Equity 

Others 

HCV, 
13% 

LCV, 26% 

Cars & 
MUV, 15% 

3 Wheeler and 
SCV, 8% 

Refinance, 
15% 

Older Vehicle, 
13% 

Tractor, 10% 

HCV 

LCV 

Cars & MUV 

3 Wheeler and SCV 

Refinance 

Older Vehicle 

Tractor 

Tractor 

Loan Book Break-up 

*Consensus estimates used for Shriram Transport 
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Jamna Auto Industries Ltd. (CMP: INR 174; Mkt Cap: INR 1,339 cr) 

Share Holding Pattern (%) 

Promoter 48.01 

Public 51.99 

Others – 

Business Overview 
Jamna Auto Industries Ltd. (JAI) is a market leader in the CV suspension leaf 
spring segment (90% of sales), including products like the conventional leaf 
spring and parabolic leaf spring. 
JAI currently has a 64% market share in the conventional leaf springs segment 
and a market leader in the parabolic leaf spring segment. Being the industry 
leader makes JAI a key beneficiary of the ongoing domestic MHCV cycle 
recovery. 
The company is focused on capturing the rising content-per-vehicle trend and 
hence it has forayed into the Air Suspension and Lift Axle segments (10% of 
consolidated sales) where its main client is Ashok Leyland for the heavy 
tonnage trucks.   

 

Opportunity Size: - 
Domestically, considering the 2.3 lakh MHCV run-rate in FY15 the overall leaf 
spring OEM opportunity stands between INR 1500 cr to INR 1800 cr . 
Post GST implementation, aftermarket will offer an opportunity that is 4x of the 
OEM market  opportunity.  

Year to March FY14  FY15 FY16 FY17E FY18E 

Revenue (INR Cr)         834          1,095        1,280           1,528        1,693  

Rev. growth (%) -14.9 31.3 16.9 19.4 10.8 

EBITDA (INR Cr)           44                94            118              177            230  

Net  Profit (INR Cr)             2                29              46                81            112  

EPS  (INR)          0.2               3.7             5.8             10.3              14  

EPS growth (%) -94.3 1915.2 57.0 76.1 37.9 

P/E (x)     944.4            46.9           29.8             16.9           12.3  

EV/ EBITDA (x)     118.4            15.2           12.2               8.1             6.2  

ROCE (%) 6.6 25.3 32.4 44.6 52.3 

ROE (%) 0.9 15.6 21.9 32.3 35.8 
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Jamna Auto Industries Ltd. (CMP: INR 174; Mkt Cap: INR 1,339 cr) 

Investment Hypothesis 
Post a 2-year downturn, the MHCV industry in India is registering a recovery. JAI 
is the largest player in the domestic leaf spring industry with 64% market share 
whilst several other small companies contribute to the remaining 36% share. JAI 
is expected to be a significant beneficiary of the CV cycle recovery in India. 

JAI’s multiple plant location strategy in proximity to CV OEM customers has 
helped the company maintain its dominance in the leaf spring industry. At 
present, the company has six facilities located close to major CV 
manufacturing hubs in India and this has helped JAI gain a significant share of 
business (SOB) with leading CV OEMs. Apart from scale, the strategic location 
of its plants has helped it to manage cost efficiently by reducing freight 
expenses.  

Additionally, the company has forayed into the air suspension and lift axle 
segment via a technology tie-up with Ridewell, USA. Implementation of GST 
(Goods and Services Tax), will open up a significant aftermarket opportunity 
(i.e. ~4x OEM industry) for organized suspension leaf spring manufacturers such 
as JAI.  

Risks 
End-segment concentration risk  

Steel price pass-through may affect revenue growth 

Peer Comparison  

  
Diluted P/E (x) Diluted EPS ROCE (%) 

FY17E FY18E FY17E FY18E FY17E FY18E 

Jamna Auto  16.9           12.3  10.3  14.0  44.6 52.3 

Suprajit Engineering   22.8 17.8 7.1 9.1 23.7 27.1 

 106   100  
 86  
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 28  
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Operating Leverage to be a primary driver of profitability 

35% 
31% 

17% 

1% 

16% 

23% 
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34% 

23% 

7% 

25% 

34% 

46% 
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ROCE  will improve significantly 
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NIIT Ltd. (CMP: INR 87; Mkt Cap: INR 1,359 cr) 

Share Holding Pattern (%) 

Promoter 34.12 

Public 65.88 

Others – 

Business Overview 

NIIT Ltd is in the business of providing training with a whole gamut of content, 
delivery and educational platforms to Corporates, Individuals and Schools.  

The company has 3 main business segments – Corporate Learning Group 
(CLG), Skills & Careers Group (SCG) and School Learning Group (SLG). The 
company’s learning and talent development solutions have received 
widespread recognition globally. 

It has been ranked among the Top 20 Training Outsourcing Companies for the 
8th consecutive year by Training Industry Inc. 

 

Opportunity Size: - 

Global spend on corporate training currently totals US$135bn and within that 
USA’s share is US$85bn.  

The year 2014, saw sizeable increase in the average expenditure for training 
outsourcing in USA. Currently US companies on an average spend $308,833 on 
training outsourcing up from $140,345 in 2013. An average 8% of the total 
training budget was spent on outsourcing in 2014.  

Year to March FY14  FY15 FY16 FY17E FY18E 
Revenue (INR Cr) 951 957 1,007 1,131 1,255 

Rev. growth (%) (1.0) 0.7  5.2  12.4  10.9  

EBITDA (INR Cr) 51 22 71 106 138 

Net  Profit (INR Cr) -42 -87 4.0 33 59 

EPS  (INR) 1.1  (8.4) 4.1  6.2  8.3  

EPS growth (%) 32.6  (881.8) 148.5  53.1  33.0  

P/E (x) 81.1  (10.4) 21.4  14.0  10.5  

EV/ EBITDA (x) 28.9  66.1  20.7  13.9  10.6  

ROCE (%) -6.0% -25.6% 8.5% 14.2% 25.4% 

ROE (%) -8.6% -55.5% 1.5% 10.2% 13.3% 
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NIIT Ltd. (CMP: INR 87; Mkt Cap: INR 1,359 cr) 

Investment Hypothesis 

Globally corporate training and training outsourcing industry is coming back into 
the growth path. NIIT’s Corporate Learning business (CLG) is well placed to gain 
from the changing market dynamics. Going forward, CLG business is expected to 
grow at 15% CAGR over FY15-FY18E and EBITDA margin is expected to improve to 
13% in FY18E from 11.5% currently. 

In the Skill & Career Group (SCG) business, NIIT took a decision to launch a 
comprehensive business transformation programme to get back onto the 
profitable growth path. Although, the growth of SCG will likely be anaemic in near 
term; we believe that with demand pick-up, the benefit of operating leverage 
would kick in and operating margin would improve to 8% in FY18E against 1% 
currently.  

In the School Group (SCG), NIIT has exited from the government and capex driven 
private school business and focus has shifted towards IP driven school business to 
become more asset light and improve return ratios. 

Risks 

Lower pick-up in global corporate training business.  

Losing market share to low cost online training companies.  

Peer Comparison  

  
Diluted P/E (x) Diluted EPS ROCE (%) 

FY17E FY18E FY17E FY18E FY17E FY18E 

NIIT Ltd 14.0  10.5  6.2  8.3  14.2 25.4 

GP Strategies 19.0 15.0 1.4 1.5 19.0 20.0 
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CLG  business expected to grow by 15% CAGR over  
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SCG group operating margin to get leverage benefit 
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Indian Terrain Fashions Ltd. (CMP: INR 156; Mkt Cap: INR 561 cr) 

Share Holding Pattern (%) 

Promoter 30.20 

Public 69.80 

Others – 

Business Overview 
Indian Terrain has positioned itself as a contemporary Smart Casual brand in 
the men’s wear segment targeting the working population in the age group of 
25-44 years, which is highly brand and fashion conscious.  
The brand portrays ‘masculine’ sensibility, yet conforms to the popular ‘Friday 
Dressing’ concept. Currently, the company offers a wide product range 
comprising shirts, trousers, knits, jackets and sweaters. 
It has a pan India distribution network spread across 200 cities and ~1000 touch 
points through varied distribution channels such as EBOs, MBOs as well as LFOs
  

Opportunity Size: - 
The textile market will grow to USD221bn by 2021 from USD108bn. The growth 
will be driven by readymade garments (RMG). 
Sales of branded apparel (part of RMG) have increased at 15% CAGR over 
2009-14. Going ahead, branded apparel is expected to clock 10-12% CAGR 
over 2014-19. Therefore, the share of branded garments is expected to 
catapult to 46-48% in 2019 compared to around 35% in 2014. 

Year to March FY14 FY15 FY16 FY17E FY18E 

Revenues (INR Cr) 232  290                  325                  390                468  

Rev growth (%) 48.1% 25.1% 11.9% 20.0% 20% 

EBITDA (INR Cr) 24  34                    41                    54                  14  

Net Profit (INR Cr) 10  18                    33                    33                  39  

EPS (INR  Cr) 3.5  5.0                   8.9                   8.9  11.0  

EPS growth (%) 141.6 81.1 83.8 -0.3 19 

P/E (x) 45.1  31.2  17.6  17.6  14.9  

P/B (x) 12.3  4.4  3.6  3.0  2.5  

RoACE (%) 22.6 22.6 19.6 20.3 21.0  

RoAE (%) 31.8 22.1 23.1 18.7 18.0  
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Indian Terrain Fashions Ltd. (CMP: INR 156; Mkt Cap: INR 561 cr) 

Investment Hypothesis 

Indian Terrain’s positioning as a men’s smart casualwear brand along with its 
contemporary designs and superior product quality have lent a competitive 
edge, reflected by a 24% CAGR over FY11-15 from INR 121 cr to INR 290 cr. 

A vibrant pan-India distribution network along with focus on expanding in 
uncluttered Tier 2 and 3 cities has undeniably reinforced its long-term growth 
prospects. We expect revenues to grow at 15% CAGR over FY16-18E 

A light asset model due to outsourced manufacturing has lead to high RoCE of 
+20%  

We expect an EPS CAGR of 34% over FY16-18E. The stock currently trades at 
13.8x FY17E and 10.6x FY18E EPS of INR 10 and INR 13, respectively. 

 
Risks 

Increasing competition 

25% of outsourcing to a single vendor 

Semi-Urban slowdown 

Key Personnel Risk 

 

Peer Comparison  

  
Diluted P/E (x) Diluted EPS ROCE (%) 

FY17E FY18E FY17E FY18E FY17E FY18E 

Indian Terrain 17.6  14.9  8.9  11.0  20.3 21.0  

Siyaram 10.6 8.3 98.0 121.0 18.0 19.0 

Raymond 21.9 14.1 18.0 28.0 9.0 12.0 

Unique positioning in the Indian Branded Apparel Space 

EBITDA and PAT margins to expand over FY16-18E 

Casual, 
53% 

Sports, 
27% 

Formal, 
15% 

Others, 
5% 

Preferred Style of Clothing for 
Indian Men 

Casual 
Shirts 
44% 
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29% 

Knitwear 
19% 

Shorts 
4% 
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2% 
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2% 
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Indo Count Industries Ltd (CMP: INR 1,001; Mkt Cap: INR 3,703 cr) 

Share Holding Pattern (%) 

Promoter 58.95 

Public 41.05 

Others – 

Business Overview 
Second largest exporter of Home Textiles (bed linen, bed sheets and quilts); >20%  
market share 
Exports constitute 85% of revenue (70% to US)  
Marquee global clients - Walmart,, House of Fraser, JC Penney, BBB (top 2 supplier ) 

 

Opportunity Size: - 
Global Home Textile Market is currently valued at USD 86bn (2015) and is expected 
to grow to USD 96bn by 2017. 
India’s Home Textiles exports stood at USD 1.4bn in 2013 and is expected to grow to 
USD6.8bn by 2020 i.e. FY13-20 CAGR of 12% 
India is 46.5% of the US Cotton Bed Sheets/Pillow imports (Imports USD 1.56bn) 
Bed Linen market alone is estimated at USD 14bn in the USA market growing 
annually at 2-3 percent. 
Newer segments such as Fashion Bedding, Utility Bedding and Institutional bedding 
together account for  USD 9.5bn. 
Newer segments are currently dominated by China (85-90% of total USA imports in 
these segments). Any shift in the market share from China to India would offer huge 
growth potential for Indian Home Textile players 

Year to March FY14 FY15 FY16 FY17E FY18E 
Revenues (INR Cr) 1,489 1,782 2,213 2,623 3,091 

Rev growth (%) 23.2  19.6  24.2  18.5  17.9  

EBITDA (INR Cr) 180 314 474 590 710 

Net Profit (INR Cr) 110 146 265 346 413 

EPS (INR  Cr) 29.1  37.1  67.1  87.6  104.7  

EPS growth (%) 274.0 27.6 80.8 30.6 19.6 

P/E (x) 34.4  27.0  14.9  11.4  9.6  

P/B (x) 12.8  9.3  6.0  4.2  3.1  

RoACE (%) 24.0  37.8  48.6  46.8  42.8  

RoAE (%) 44.7  40.4  48.7  43.2  37.5  
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Indo Count Industries Ltd (CMP: INR 1,001; Mkt Cap: INR 3,703 cr) 

Investment Hypothesis 
Competitve advantage over competitors due to cotton surplus status, 
favorable cost dynamics, skilled labour advantage and supportive 
government policies & subsidies.  
Shift in Home Textiles market from China to India due to wage inflation and 
Yuan appreciation in China. 
Foray into newer geographies and also newer segments with a total market 
size of USD 9bn such as Fashion, Utility and Institutional Bedding.  
These value added segments would also shift the margin profile upwards as 
these products are high margin products compared to cotton bed sheets 
segment. 
Fashion and Utility segments would utilize the same retail distribution channel 
as Sheets allowing for distribution synergies. 
China dominates 85-90% of these three segments. Any minor shift in market 
share to boost Indo Count’s revenues. 
Asset light business model leading to Superior return ratios. 

Risks 

Raw material volatility 

Losing Suppliers 

Peer Comparison  

  
Diluted P/E (x) Diluted EPS ROCE (%) 

FY17E FY18E FY17E FY18E FY17E FY18E 

Indo Count Inds. 11.4  9.6  87.6  104.7  46.8  42.8  

Welspun India 12.5 11.4 8.5 9.3 28.8 28.2 

Segmental Revenue: Change in Product Mix to drive Margin growth 
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Natco Pharma Ltd (CMP: INR 594; Mkt Cap: INR 9,992 cr) 

Share Holding Pattern (%) 

Promoter 51.28 

Public 48.72 

Others – 

Business Overview 

Focused R&D play in Oncology, CNS  and other niche therapies  

Identifies difficult to replicate molecules. 

Has track record of winning complex patent challenges 

● Nexavar (CL)/ Copaxone/Sovaldi/Tamiflu 

De-risks itself from litigation expenses 

30% market share in Indian generic Oncology market. 

 

Opportunity Size: - 

Current opportunity of USD 15 bn of the drugs known filed ANDA’s in the US 
Market 

Post generization the opportunity size is around ~  USD 5 bn    (assuming 70% 
price erosion)) 

If we assume  20% market share for Natco, revenue accrual could be ~USD 1 
bn. 

Year to March FY14  FY15 FY16 FY17E FY18E 

Net revenues (INR Cr) 739  825  1,142  1,868  1,846  

Rev growth (%) 11.9% 11.7% 38.3% 63.6% -1.2% 

EBITDA (INR Cr)                179               213  270  763  671  

PAT (INR Cr)                103               150  155  526  449  

EPS (INR)                 5.9                8.6  8.9  30.2  25.8  

EPS growth (%) 23.0% 45.8% 3.6% 238.8% -14.6% 

P/E (x)             100.7              76.8  66.7  19.7  23.1  

EV/EBITDA (x)               59.0              49.9  38.7  13.3  14.6  

RoAE (%) 16.1% 18.9% 14.2% 33.2% 21.8% 

RoACE (%) 17.9% 16.9% 17.6% 42.2% 28.3% 
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Natco Pharma Ltd (CMP: INR 594; Mkt Cap: INR 9,992 cr) 

Investment Hypothesis 
Strong revenue visibility due to  

● Copaxone  launch on the anvil (3 Bn USD) 

● Other US filings equally lucrative: (Revlimid USD 4 Bn, Tracleer  USD 1.5 
Bn, Tamiflu USD 600 Mn , Vidaza USD 300 Mn) 

● Sovaldi (Hepatitis C) to be a game changer (100 mn patients in 91 
EM) 

Strong  R&D focus as seen  in its filings 

Limited competition products would be margin accretive 

 

Risks 

Delay in approvals from USFDA 

Adverse court ruling  

Currency risk  

 

Peer Comparison  

Company Name 
Diluted P/E (x) EV/EBITDA (x) ROE (%) 

FY17E FY18E FY17E FY18E FY17E FY18E 

Natco Pharma 19.7  23.1  13.3  14.6  33.2 21.8 

Torrent Pharma 15.0 14.5 10.1 9.6 38.3 31.1 

68% 

9% 

22% 

1% 

Core Pharma 

Copaxone (40 mg) 

Revlimid 

Others 

52% 

3% 

14% 

14% 

11% 

7% 

Domestic Business 

Domestic API 

International API 

International Generics 

Pharmacy Division 

Others/Job Work 

Segmental Revenues 

Target Price Break-up (Incl. of Launches in US & Sovaldi) 
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Siyaram Silk Mills Ltd. (CMP: INR 1,100; Mkt Cap: INR 1,001 cr) 

Share Holding Pattern (%) 

Promoter 67.07 

Public 32.93 

Others – 

Business Overview 
Siyaram Silk Mills Ltd. (Siyaram) is an integrated textile manufacturer with a 
domestic focus which has strategically transformed itself from a textile 
manufacturer to a major garmenting and brand house  
Revenues breakup is Fabrics - 76%, Readymade Garments - 16%, Others - 5% 
and Yarn - 3% 
Siyaram’s biggest brands include Siyaram, J. Hampstead, Mistair and 
Oxemberg 
It has a pan India distribution network comprising 500 agents, 1,500 dealers 
and 365,000 retailers and over 200 franchise stores  

Opportunity Size: - 
The textile market will grow to USD221bn by 2021 from USD108bn. The growth 
will be driven by readymade garments (RMG). 
Sales of branded apparel (part of RMG) have increased at 15% CAGR over 
2009-14. Going ahead, branded apparel is expected to clock 10-12% CAGR 
over 2014-19. Therefore, the share of branded garments is expected to 
catapult to 46-48% in 2019 compared to around 35% in 2014. 

Year to March FY14  FY15 FY16 FY17E FY18E 

Revenues (INR Cr) 1,291  1,496               1,637               1,806           1,995  

Rev Growth (%) 25.1% 15.8% 9.5% 10.3% 10% 

EBITDA (INR Cr) 146  174  182  211  12  

Net Profit (INR Cr) 69  79                    91                  109              132  

EPS (INR) 78  83                    97                  117              141  

EPS Growth (%) 25.5 14.1 15.9 19.9 20.0 

P/E (x) 14.2  13.2  11.3  9.4  7.8  

P/B (x) 2.8  2.4  2.0                   1.7               1.4  

RoACE (%) 17.4 17.8 17.7 18.8               20.0  

RoAE (%) 21.3 19.4 19.3 19.5               20.0  
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Siyaram Silk Mills Ltd. (CMP: INR 1,100; Mkt Cap: INR 1,001 cr) 

Investment Hypothesis 
The changing product mix to premium products and increasing 
share of the high-margin RMG segment  has helped improve 
EBITDA margin and ROCEs from 8% and 6% in FY09 to 11.7% and 
18%, respectively in FY15.  

The RMG segment’s share in revenues and EBIT will increase 
from 16% and 18% currently to 20% and 31% of revenues in next 
3 years 

Margin to stabilize at 12.2% by FY17E from the 11.7% margins 
currently which will help reducing earnings volatility. Any spurt in 
consumption will lead to volume growth, which will in turn 
trigger operating leverage.  

The stock trades at very attractive valuations of 9x FY16E and 8x 
FY17E EPS of INR 105 and INR 121, respectively – much cheaper 
than its peers. 

Risks 

Fluctuation in raw material prices 

Competition from the unorganized sector 

Semi-Urban slowdown  and limited Pricing Flexibility 

Peer Comparison  

  
Diluted P/E (x) Diluted EPS ROCE (%) 

FY17E FY18E FY17E FY18E FY17E FY18E 

Siyaram 9.4  7.8  117  141  18.8 20.0  

Arvind 15.4 12.9 20.4 24.2 16.5 17.0 

Readymade garment revenues to improve to ~20% of total revenues 
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