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Promising formulation

Multiple triggers in place to drive earnings

Jubilant Life Sciences (JLS), part of Jubilant Bhartia Group, is an integrated
pharmaceuticals and life sciences company engaged in the manufacture of
radiopharmaceuticals, allergy products, generics, advance intermediates,
nutritional products and life science chemicals. JLS also provides services
in contract manufacturing and drug discovery solutions. JLS’ operations
are spread across the world, including India, the US, Canada, Europe and
other countries.

All sub-segments in pharmaceuticals (52% of total sales) are well poised
for growth, in our view. Compared to peers, JLS has a unique portfolio of
specialty pharmaceuticals, which includes radiopharmaceuticals, allergy
products and CMO. We expect the company’s differentiated products &
distribution strategy and long-term contracts to lead to 18% CAGR (FY17-
20) in radiopharmaceuticals sales, while enhanced marketing efforts to
improve productivity should lead to 20% CAGR (over FY17-20) in allergy
products sales. High entry barriers for developing and manufacturing are
expected to further improve profitability.

JLS is also expected to perform well in the life science ingredients (LSI)
segment (45% of total sales), driven by product launches and price hikes in
key products. Post 4.2% compounded decline in revenues over FY14-17
due to product-specific issues, LSI is expected to post revenue CAGR (FY17-
20) of 10.2% to INR36.2b.

JLS has successfully cleared US FDA inspections at its various facilities in
the past three years. Notably, it resolved warning letters at Spokane and
Montreal within 12-15 months. While peers are faced with numerous
regulatory headwinds, we believe JLS has minimal regulatory risks over the
medium term.

The company’s debt-reduction program (from internal accruals) remains
on track. This is expected to reduce financial leverage from 1.1x in FY17 to
0.4x in FY20. This, along with lower-cost debt, is expected to improve the
interest coverage ratio from 3.1x in FY17 to 6.6x by FY20. Overall, for JLS,
we expect PAT CAGR (FY17-20) of 22.9%.

We value JLS on an SOTP basis, assigning 11x EV/EBITDA to the pharma
business and 4.5x EV/EBITDA to the LSI business. We value the pharma
business at industry average, as the share of high-margin segments is
increasing in the pharma portfolio. Accordingly, we initiate coverage on
JLS with a Buy rating and a price target of INR905.
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Pharmaceuticals — the key growth driver

n JLS has a segment-specific strategy in place to deliver a better performance in
pharmaceuticals.

n With long-term contracts in place for the radiopharma portfolio, the company’s
owned distribution network (via the acquisition of Triad), along with ongoing
efforts toward commercializing RUBY-FILL and selling via its own distribution
network, is expected to significantly boost its radiopharma revenues over the
next 4-5 years.

n Increased marketing effort in the allergy business and better visibility for the
CMO business with improved margins would drive growth in specialty
pharmaceuticals.

n De-bottlenecking, cost efficiency and a healthy product pipeline are expected to
facilitate healthy growth in APl and formulations business of pharma generics.

LSI segment to support overall growth in medium term

n JLS has lined up seven new product launches in FY18 to aid growth in specialty
intermediates. There has been capacity expansion as well, led by retrofitting.

n Although capacity has been fully utilized for nutritional products, JLS is likely to
drive growth via price hikes over the medium term.

Ongoing debt-reduction program to enhance profitability

n JLS has reduced net debt by INR8.7b over the past two years, and guided for
further payment of ~INR3b on annualized basis over the next two years.

n Itisalso trying to convert high-cost debt to low-cost one. As a result, LS has
been able to not only reduce interest cost, but also improve profitability.

Inspection performance has been good over past three years

n JLS successfully resolved warning letters at its Spokane and Montreal facilities in
2014 and 2015, respectively. Since then, it is FDA-compliant at all other facilities.

n Most of the facilities have been re-inspected successfully in the past six months.

Valuation

n JLS has exhibited considerable improvement in its financial performance, led by
margin improvement over the past two years. In addition, based on
management outlook, there are enough levers in place to gain further traction
in earnings via revenue and margins improvement.

n We expect revenue CAGR of 11% to reach INR82b in FY20. We also expect
EBITDA CAGR of 14.4%, led by improved efficiency. Further reduction in interest
outgo, coupled with EBITDA growth, is expected to lead to PAT CAGR of 22.9%
to INR10.6b by FY20.

n We value the pharma business at 11x 12M forward EBITDA, which is industry
average multiple, to arrive at pharma EV of INR151b. We value the LSI business
at 4.5x 12M forward EBITDA to arrive at LS| EV of INR25.7b. Reducing the net
debt, we arrive at an SOTP-based valuation of INR141b. We thus initiate
coverage on JLS with a Buy rating and a target price of INR905.

Risks

n A miss on execution expectations would result in lower growth in revenues from
radiopharma and allergy products.

n Lower-than-expected acceptance of innovative radiopharma products may
impact revenue and profit growth.

n Delay in ANDA approvals in the US market may result in loss of opportunity and
thus reduce profitability of formulation generics.

4 July 2017
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Current business description in charts

Exhibit 1: Pharmaceuticals contribute 52% of total revenues for FY17...
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Story in charts (till FY17)

Jubilant Life Sciences

Exhibit 2: Revenue CAGR has been moderate...

Exhibit 3: ...however, margin has been on uptrend
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Exhibit 4: R&D spend has been rising for future growth

Source: MOSL Company

Exhibit 5: Interest coverage ratio improving
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Source: MOSL Company

Exhibit 6: Margin expansion aids PAT growth...

Source: MOSL Company

Exhibit 7: ... and return ratios as well
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I Cla W [in sl Pharmaceuticals to fire on all cylinders

JLS has multiple levers in place in the major sub-segments of pharmaceuticals, which
should drive better growth, going forward. Actions taken by management are
already reflected to some extent in growth over the last two years.

Exhibit 9: Superior execution and capacity enhancement to

Exhibit 8: Revenue composition of Pharma (FY17) drive growth
0.6% Pharma INR bn —O— Yoy Growth (%)
API 27.0
0,
7'8/‘" 20.2% SDF 14.4 102 125 145
37 13 6.5
26.2% = CMO
Radiopharma a2 2344 38.6 44.3
26.1% 244 253 256 293 '
Allergy Therapy
m Indian Branded ™ < ) © ~ L w w
— - - - - @ (o] o
> > > > > - — N
Source: MOSL, Company Source: MOSL, Company

JLS exhibited muted revenue growth in FY14 and FY15 due to segment-specific
issues. However, we note that these issues are not only largely resolved, but JLS has
added enough triggers of growth for the next 2-3 years.
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Exhibit 10: Added high-margin businesses via inorganic route

Jubilant Life Sciences

Commissioned
Sartans plant to
strengthen position
in API

Acquired Draxis
(A Canadian CMO
service provider)

Acquired Cadista
(generic
pharmaceutical
company in the US)

3ol

Completed the acquisition of
minority holding in Cadista;
$147m funding from IFC &
consolidated entire pharma
business Under Jubilant
Pharmaceutical

Commissioned solid
dosage oral facility in
Roorkee

Acquired Hollister
Stier Lab in US

(A CMO service
provider)

Acquired API
business -
Nanjungud

Source: MOSL, Company
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Within the pharmaceuticals business, specialty pharma is expected to lead growth

over the medium term. All the three sub-segments in specialty pharma are expected

to have better traction due to:

n Commercial launch of NDA (RUBY-FILL) and acquisition of a distribution chain to
increase penetration in radiopharma.

n Health order book and ramp-up of operations in CMO of sterile injectables.
Increased field force to enhance reach in allergy products.

Also, the other segment within pharmaceuticals — generics — is expected to show

revival in growth, led by:

n Brownfield expansion and considerable capex lined up for future growth in API.

n New product launches and increased traction in existing products, which should
drive growth in solid dosage formulation.

After growing sharply in FY17, the drug discovery solutions business is expected to
maintain its annual run-rate, led by out-licensing income and addition of new
customers. Each segment is explained in detail in the coming sections.

4 July 2017 9
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Recent NDA approval and
subsequent
commercialization to boost
sales and profitability

Jubilant Life Sciences

Radiopharma: A promising space to watch for

Via the acquisition of Draxis in 2008, JLS entered into the business of developing,
manufacturing and commercializing radiopharmaceuticals used for diagnosis,
treatment and monitoring of diseases.

Exhibit 11: Innovative products and differentiated strategy to drive growth over 4-5 years

Radiopharma,
26.2%

1R1a7d50pharma (INRbn) —O— Yoy growth (%)
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Source: MOSL, Company
Note: Radiopharma sales as a % of
pharmaceuticals sales in FY17.

Source: MOSL, Company

JLS currently supplies products to specialized radiopharmacies. Over the past five
years, this business has exhibited CAGR of 38% to reach INR8.2b. Notably, JLS is the
leader in North America for thyroid radiotherapy, lung, kidney and bone imaging. It
has facility in Montreal, Canada, where ~150 skilled employees are involved in the
manufacture of radiopharmaceutical products.

Warning letter issued by USFDA was closed out at Montreal in September 2014. Post
that, there has been renewed strategic focus based on value-based approach on
business which led to strong growth in revenues in FY15 and FY16. In addition, the
company adopted customer-specific targeting for radio-iodine therapy, which led to
further growth in this business.

Long-term contracts for radiopharma products provides good visibility of
business over medium term

JLS has signed long-term contracts with other distribution networks in the US for the
supply of radiopharma products for period of 39 months, effective January 2017.

Acquisition of Triad to provide own distribution network

JLS recently signed an asset purchase agreement with Triad Isotopes to acquire
substantially all of the assets that comprise the radio pharmacy business of the
latter. Triad has the second largest radio pharmacy network in the US. It had
generated revenue of USD225m with positive EBITDA in CY16. JLS would be able to
increase the reach of its radiopharma products through the Triad network, which
would aid growth in revenue and profitability.

In addition, JLS would also be approaching hospital based customers (nuclear
medicine physicians and technologists) through own distribution network. This
would also drive growth in radiopharmaceutical segment to considerable extent.

4 July 2017
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Jubilant Life Sciences

Exhibit 12: Product profile (Diagnostic and Therapeutic)
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Source: MOSL, Company

RUBY-FILL — another growth enabler in radiopharma

In October 2016, JLS received US FDA approval for RUBY-FILL, an innovative
technology for Positron Emission Technology (PET) myocardial perfusion imaging
(MPI).

About RUBY-FILL: Comprised of Rubidium-82 generator and precedent setting
elution system, RUBY-FILL is used to produce a personalized patient dose of
Rubidium Rb 82 chloride used to evaluate regional myocardial perfusion in adult
patients with suspected or existing coronary artery disease (CAD), which is an
important component of diagnosing CAD.

Industry overview

The different methods of scanning include x-ray computed tomography (CT),
magnetic resonance imaging (MRI), functional magnetic resonance imaging (fMRI),
ultrasound, single-photon emission computed tomography (SPECT) and positron
emission tomography (PET). While scans such as CT and MRI isolate organic
anatomic changes in the body, PET and SPECT are capable of detecting areas of
molecular biology detail (even prior to anatomic change). The market size for PET
and SPECT was about USD1.4b at the end of 2016. About 95% of market in terms of
procedures for molecular biology detailing is dominated by SPECT. This is primarily
due to low cost of SPECT scans as they are able to use-longer lived more easily
obtained radioisotopes than PET.

4 July 2017
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Jubilant Life Sciences

Exhibit 13: US diagnostic radiopharmaceuticals market size

PET ($bn) = SPECT ($bn)
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Source: MOSL Company, Industry

Of the total US diagnostic radiopharma market, nuclear cardiology diagnostic PET
procedures (market size of USD65m) are largely performed by JLS’ competitor.

Advantage RUBY-FILL

Using RUBY-FILL, JLS has strategized to enter the PET category via marketing of new
products and technology, which the company claims to be superior to the existing
one. Also, the quality of imaging is expected to be much better.

In addition, JLS has a different strategy in place for RUBY-FILL in terms of selling the
product. JLS would be doing direct marketing (to hospitals/radio pharmacies) with
its own field force. Thus, JLS would not be involving distributors for this product.
Thus, superior technology and own distribution would help enhance sales and
profitability.

Product filings

JLS has product approvals in Canada, Europe and ROW. JLS continues to expand its
reach, gaining better traction from the launched products in these markets.

JLS has about 10 products under development, of which two are under review by
the US FDA. JLS has guided to file two products in FY18 and remaining over the next
three years.

Another NDA - 1-131 MIBG

Specifically, JLS has received orphan drug status, with eligibility for accelerated
approval, no regulatory filing fees and seven years’ exclusivity for 1-131 MIBG.
Enrolment for the phase-Il trial is expected to start by 3QFY18, and there is a good
scope for fast-track approval post the trial.

Thus, based on its existing products, superior growth in RUBY-FILL, increased
advantage due to the acquisition of distribution network and healthy product
pipeline, as well as considering the management guidance, we expect the
radiopharma business to grow at 18% CAGR (FY17-20) to INR13.5b.

4 July 2017
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Another leg of growth in
specialty pharma

Jubilant Life Sciences

Allergy business: Ample scope and renewed focus to
drive business

JLS entered the allergy business via the acquisition of HollisterStier in 2007, and is
now the leading immunotherapy player in the US market with strong presence
across product segments. JLS’s allergic business encompasses over 200 allergenic
extracts and mixes, along with specialized skin test diagnostic devices.

Exhibit 14: Higher prescription through increased reach and productivity to drive growth

Allergy
Therapy,
7.8%

Allergy Therapy Products (INRbn) ~ —O=—Yoy Growth (%)
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Source: MOSL, Company
Note: Allergy Therapy sales as a % of
pharmaceuticals sales in FY17.

Source: MOSL, Company

Growth was muted in FY14 due to a weak performance in diluent products — a sub-
segment of allergy products. There was recall and re-introduction of diluent
products, which impacted overall growth of the allergy segment. There was six-week
shutdown at the beginning of FY15, which coupled with the exercise to improve
efficiencies, led to subdued growth in FY15 as well. However, there has been strong
uptrend in growth since FY16 due to increased prescription, led by better sales
reach and increased field force.

Our channel checks suggest that JLS is the third largest player in the allergy business,
with ~15% market share (note that there is significant gap between JLS and the
second largest player). To gain further traction in this business, the company is now
focusing on improving field force productivity. JLS is also in the process of increasing
penetration in the geographies outside of the US (e.g. Canada, New Zealand, France,
South Korea and Australia). In this segment, JLS also focuses on patient education,
availability of physician resources and allergy consulting. Considering this, we expect
the allergy therapy business to record a CAGR (FY17-20) of 20% to INR4.2b.

4 July 2017
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Time for growth after
improving profitability in

Jubilant Life Sciences

CMO: Healthy orderbook and client addition are key

JLS entered the CMO business in 2007 via the acquisition of HollisterStier. The
company provides sterile manufacturing services for phase-l through commercial
liquid and lyophilized products in vials and ampoules, as well as ophthalmic and
optic solutions. JLS also offers non-sterile manufacturing services for ointment,
cream and liquid products.

Exhibit 15: Manufacturing facilities for CMO business

Facility Description

Phase 1 commercial sterile injectable and lyophilisation (vials), laboratory
services

Spokane, USA

Commerecial sterile injectable (vials and ampoules), lyophilization, sterile
Montreal, Canada ophthalmics and optics (tubes and bottles), non-sterile topical and liquids
(tubes, bottles, jars, applicators), laboratory services

Source: MOSL, Company

As shown in exhibit 6, growth in the CMO business was adversely impacted in FY14
and FY15 due to warning letter by the US FDA for its Spokane facility in December

FY16 & FY17 2013 and voluntary shutdown of facility for period of four months. As a result, the
company’s CMO sales declined from INR7.1b in FY13 to INR4.5b in FY15.
Exhibit 16: After focusing on profits for past two years, it’s time to focus on growth

CMO, CMO sales (INRbn)  —O=Yoy Growth (%)
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Source: MOSL, Company
Note: CMO sales as a % of
pharmaceuticals sales in FY17.

Source: MOSL, Company

However, JLS implemented remediation measures and resolved the regulatory
issues, which resulted in up-gradation of the facility to Voluntary Action Initiated
(VAI) status in June 2015. Ramp-up in operations post this led to 27% YoY growth in
revenue to INR5.7b in FY16. Growth, however, again fell in FY17 due to the
company’s focus on profitability, rather than just revenue growth.

With ongoing cost-efficiency measures, a healthy order book and client additions,
we expect JLS to record better revenue growth going forward with improved
profitability.

4 July 2017
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Decent growth as capacity
constraint eases

Jubilant Life Sciences

API: Debottlenecking and capacity increase to
improve sales

JLS has been into the API business since 2003 with a focus on production for the
cardiovascular system (CVS) and central nervous system (CNS) therapeutic areas,
besides some anti-infective, analgesic and antispasmodic products.

In terms of geographies, JLS supplies APIs to markets like North America, South
America, Europe, Japan, Korea, Commonwealth of Independent States (CIS)
countries, the Middle East, and Australia.

JLS has an API facility at Nanjangud, with very large capacities for Carbamazepine,
Oxcarbazepine, Citalopram, Lamotrigine, Donepezil, Pinaverium Bromide, Meclizine,
Escitalopram and Azithromycin Monohydrate.

JLS has 40 commercial APIs emphasizing on CVS, CNS, anti-infective and anti-
ulcerants, which are marketed to some leading generics companies. The company

has also filed for 88 drug master files (DMFs).

Exhibit 17: API sales to rise on capacity increase and new product launches
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Source: MOSL, Company
Note: API sales as a % of
pharmaceuticals sales in FY17.

Source: MOSL, Company

The facility is utilized for captive and third-party sales. There was downtrend in API
sales growth in FY15 due to capacity constraints. However, addition of a new block
led to sale of incremental volumes, resulting in good growth in FY16. The ongoing
exercise of debottlenecking of the existing plant, improving efficiency and new
product launches are expected to drive JLS’ API sales growth in FY18 and FY19.

JLS has earmarked capex of INR2-2.5b over the next two years, which is expected to
lead to better growth FY19 onward.

4 July 2017
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JLS to have good ANDA
filing rate going forward

Jubilant Life Sciences

SDF & DDS: Product pipeline strong for SDF, good
option for outlicensing in DDS

JLS’ primary focus is on developing, manufacturing and sale of proprietary solid
dosage formulations (SDF), including value-added formulations for CVS, CNS and
anti-allergy categories.

JLS enjoys leadership in the US for methylprednisolone, terazosin and lamotrigine,
as well as meclizine, cyclobenzaprine, prochlorperazine, donepezil and HCTZ caps. In
Europe, the company’s key strengths include regulatory affairs services, formulation
development and licensing of marketing authorizations, in addition to supplies of
SDF to makers of generic products.

JLS supplies formulations through Roorkee (Uttarakhand, India) and Salisbury
(Maryland, USA).

About 70% of SDF are sold in the US market, while the rest are sold in the ROW
market. JLS’ SDF segment continues to deliver ~20-25% YoY growth in the ROW
market due to its country-specific strategy of marketing & distribution.

In Japan, JLS has been pursuing product-specific partnerships with local players,
supported by in-house, country-specific product development. The company is
strengthening its pipeline and distribution partnership in the Australia market.
Branding and new product launches have been its focus areas in Asia, Middle-East
and South Africa.

However, overall growth in the SDF segment has been impacted due to pricing
pressure in its key products (like methylprednisolone) and industry wide
consolidation in the US market. As a result, overall annual run-rate of SDF sales has
remained stable over the past 3-4 years.

Exhibit 18: Healthy product pipeline to aid future growth, subject to approval

SDF,
26.1%

55.0 SDF sales (INR bn) ~ —O— Yoy Growth (%)
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Source: MOSL, Company
Note: SDF sales as a % of
pharmaceuticals sales in FY17.

Source: MOSL, Company

There would some improvement in growth, as JLS has a strong pipeline of 81 ANDAs
filed (30 pending for approval as on 31 March 2017).
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Exhibit 19: 81 ANDAs filed, with a strong pipeline of 30 awaiting approval
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Source: MOSL, Company
We expect moderate 3% CAGR (FY17-20) in SDF business sales to INR9.2b.

Increased high-margin products to drive pharma EBITDA margin
JLS delivered highest-ever EBITDA margin in the pharma segment in FY17 due the
increased share of the high-margin specialty business compared to generics.

Exhibit 20: Pharma EBITDA margin to gradually inch upward

—O—EBITDA Margin (%)
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Source: MOSL, Company

EBITDA margin contracted in FY15, largely due to the adverse impact of warning

letter for its Spokane facility and one-off expenses. However, implementation of

remediation measures, close-out of warning letter and increased traction in the

specialty segment led to improvement in margins in FY16 and FY17.

We expect EBITDA margin to expand further, albeit at slower pace compared to

previous years, due to:

@ Focus on reducing cost associated with manufacturing in CMO business

@ Robust growth in high-margin radiopharma business

@ Increased traction in allergy products due to improved reach

@ Improved volumes in APl segment and further economies of scale, led by
debottlenecking.

Overall, we expect EBITDA margin to expand 480bp to 36.1% over FY17-20E.

4July 2017 17



MoTiLaL OswAL Jubilant Life Sciences

IS i Clal Wi lTsi 24 Specialty intermediates to drive LSI business

In the life science ingredients (LSI) segment, specialty intermediates and nutritional
products (SINP) form ~52% of sales, while life science chemicals account for the
remaining ~48%.

As shown in the exhibit below, JLS has produced multiple products in LSI using
molasses, acetic acid, methanol and ammonia as major raw materials.

Exhibit 21: Flow chart of LSI products
Life Sciences Chemicals

7
Ethyl Acetate + Acetic Anhydride

|
|
|
|
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Source: MOSL, Company
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Over the years, JLS has integrated its processes (both forward and backward) to not
only improve revenues but also profitability.

The key products in this space are fine ingredients, crop science chemicals,
nutritional products, ethyl acetate and acetic anhydride.

Fine ingredients, crop science chemicals and nutritional products are clubbed as
SNIP, while ethyl acetate and acetic anhydride are clubbed as life science chemicals.
New product launches and increased traction in existing products to
improve SNIP performance
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Specialty intermediates form ~67% of SNIP and nutritional products.

Exhibit 22: Revenue share more or less equal from both

segment Exhibit 23: Growth to remain on uptrend
Life Science Ingredients revenue =—O= Growth
19.19% 22.9% 10.9%
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Exhibit 24: Growth expected to increase on account of capacity expansion/price hikes
SNIP revenue (INRbn)  —O=—Yoy Growth (%)
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Source: MOSL, Company

We note that growth in specialty intermediates and nutritional products has been

on downtrend due to:

n Low demand for pyridine from China — a major market for JLS — due to the ban
on paraquat manufacturing in aqueous form for domestic use. Anti-dumping
duty imposed by China also impacted profitability in FY14 and FY15. Since then,
JLS has reduced its exposure to China for pyridine-based products, and with
increased business from other markets, there has been steady growth in the
past quarters.

n However, JLS’ revenues declined again in FY17, largely due to lower input and
crude prices, which led to a reduction in finished product prices as well.

n Technical issues led to lower capacity utilization for products in the crop science
category.

The nutritional products segment, however, delivered positive growth in FY14 and
FY15 due to volume growth and better capacity utilization. Revenues have been
stable in FY16 and FY17 due to maximum capacity utilization.
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Management has guided for better growth over the next 2-3 years, led by:

n Capacity enhancement due to retrofitting, and new product launches are likely
to aid growth. JLS has guided for atleast seven new product launches in FY18.
JLS has commissioned an alpha gamma plant, and launched Alpha Picoline and
Gamma Picoline.

n Management has taken price hikes, which is expected to drive growth over the
next two years in nutritional products.

Life science chemicals to maintain momentum over medium term

The LSC segment exhibited better growth in FY17 compared to the previous years
due to improved crude oil prices and higher demand from global agrochemical
customers. As a result, there has been increased demand for Ethyl Acetate and
acetic acid which are major products of JLS in life science chemical segment.

Exhibit 25; Stable growth going forward on account of demand

Life Science Chemicals Revenue (INR bn) —O=— Yoy Growth (%)
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Source: MOSL, Company

We expect revenue growth to be stable led by demand improvement; however,
revenue growth is also subject to the crude oil price trend.
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EBITDA margin in LSI segment to improve gradually

JLS has delivered better EBITDA margin in FY16 and FY17 v/s FY15, largely on
account of its focus on relatively high-margin products, cost-optimization initiatives
and improved process efficiencies.

Exhibit 26: Focus on high-margin products to lead to gradual rise in EBITDA margin
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Source: MOSL, Company

EBITDA margin shrunk in FY15, largely due to unabsorbed cost in Symtet products in
the crop science segment. In addition, the anti-dumping duty imposed by China in
advanced intermediates led to volumes and margins contraction.

However, JLS has reduced exposure to China for pyriudine based products and
increased its business from other markets. Also, JLS has taken price hikes in
nutritional products, which would aid margins improvement. Furthermore, new
product launches would result in higher capacity utilization and better cost
efficiency, leading to better EBITDA margin in the crop science segment.
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Manufacturing facilities and inspection status

Exhibit 27;: Manufacturing facilities

Name of the plant Remarks

Cadista (USA) Manufactures solid dosage formulations (Pharma generics)

Roorkee (India) Manufactures solid dosage formulations (Pharma generics)

Spokane (USA) CMO of sterile injectables

Montreal JDI (Canada) Develops, manufactures and markets radiopharmaceuticals

Montreal (Canada) CMO of sterile injectables

Nanjanguda (India) API Manufacturing

Source: MOSL, Company

Exhibit 28: Inspection status
Last Inspected on Cadista-USA  Roorkee-India CMO/Sg!ek?X(; CMO-Montreal JDI-Montreal Nanjangud-India
FDA (USA) March'17 March'17 Nov'16 Dec'16 Dec'16 Oct'15
Health Canada (Canada) Sep'l5 Apr'l6
PMDA (Japan) Dec'15 Feb'17 May'16
SLA/CDSCO (India) Sep'l5 Sep'l6
ANVISA (Brazil) May'16 Mar'15
Tc Sagak (Turkey) Mar'15
Cofepris (Mexico) Aug'l5

Source: MOSL, Company

Exhibit 29: Capex outlook robust over next three years

171 Capex (INRb) —O—As % of sales

68 69 g
G N

ar 45 30 4
N ™ < Lo © N~ L Ll L
— — - — — - [ee} (o] o
e & § § &§ & 2 g ¢
[N [N [

Source: MOSL, Company

JLS incurred total capex of INR4.1b in FY17 toward capacity enhancement and
maintenance of existing facilities. The company has guided for capex of INR9b over
the next 2-3 years, of which ~INR 2.5b would be spent on capacity expansion of API
facility, INR1b on other pharma business, and INR2.5b as annual maintenance capex
in both the pharma and LSI segments.
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Financial performance to improve with revenue growth
kicking in

We expect JLS to post improved revenue growth over FY17-20, backed by superior
performance in the pharma and LS| segments. We expect overall revenue CAGR of
10.5% over FY17-20.

Within the pharma segment, we expect radiopharma, CMO, allergy and API to post
CAGR of 18%, 11.5%, 20% and 14%, respectively. This should lead to 12.4% CAGR in

the pharma segment.

Within the LSI segment, we expect specialty intermediates and nutritional products
to post CAGR of 10.3%, resulting in segment CAGR of 9.5%.

Exhibit 30: Revenue growth, which was subdued till FY17, to improve over next 3-4 years
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With better growth and a superior product mix, the gross margin is expected to
improve gradually to 67.4% in FY20 from 66.7% in FY17. In addition, cost efficiency
would lead to EBITDA margin improvement from 22.4% in FY17 to 24.5% in FY20.

Exhibit 31: Superior product mix and cost optimization to continue driving margins
—O—EBITDA Margin (%) —O—Gross Margin (%)
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Source: MOSL, Company
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Overall R&D spend (including charged to P&L and capitalized) as % of pharma sales
has been increasing gradually. R&D spent increased to INR2.6b in FY17, accounting
for 7.9% of pharma sales, which was largely toward radiopharmaceuticals and
development of products for the US market. We expect R&D spend toward
radiopharmaceuticals to inch up further over FY18-20.

Exhibit 32: R&D spend to rise on absolute level and as % of pharma sales
R&D Expenditure (INR bn) —O—R&D as % of pharma sales
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Source: MOSL, Company
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Financial leverage and interest cost to decline

Over the past two years, JLS has reduced its net debt by INR8.7b, which has not only
reduced financial leverage but also lowered interest burden. Also, there has been a
reduction in interest rate from 7.6% in FY16 to 6.8% in FY17 on a blended basis.

Exhibit 33: Debt composition

Particulars (In INR b) FY17
Foreign Currency Loans 27.6
Rupee Loans 13.2
Gross Debt 40.9
Cash & Cash Equivalent 4.6
Net Debt 36.3

Source: MOSL, Company

As aresult, overall interest outgo reduced from INR3.8b in FY16 to INR2.6b in FY17
on adjusted basis. Reported interest cost in FY17 is higher due to the inclusion of
charge from stock settlement instrument of INR540m and one-time cost of INR320m
due to the replacement of high-cost debt with low-cost debt. INR540m is non-cash
debit to P&L on account of convertible instrument issued to IFC of USD60m as a
mandatory conversion option at IPO of JPL.

Exhibit 34: Interest coverage ratio is increasing due to reduced debt and low cost

—O—Interest Coverage Ratio 6.6
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Source: MOSL, Company
JLS has guided for debt reduction of INR6bn over next 2 years

Conversion of IFC debt to shares — one way to reduce debt
Jubilant Pharma, a wholly owned subsidiary of JLS, has obtained unsecured loan of
USD60m from IFC, which is due for repayment on 15 June 2020 (50%) and 15 June
2021 (50%), along with repayment of premium in accordance with the terms of the
contract, if on or prior to such repayment date there has been (a) neither a private
equity (PE) investment nor a qualifying IPO, or (b) there has been a PE investment,
but IFC has not converted the entire loan into shares.

4 July 2017

25



MoTiLaL OswaL

Jubilant Life Sciences

Thus, one of the routes to reduce debt would be IPO of Jubilant Pharma to provide
exit option for IFC, which effectively would reduce book value of debt by USD60m.
Jubilant Pharma board has resolved in its meeting held in April 2017 that it would
evaluate option of fund raising through an IPO by listing in an international stock
exchange, including Singapore, in FY18, to strengthen balance sheet of Jubilant
Pharma (JPL) with dilution of not more than 15%.

Better revenue growth, coupled with improving margin, would result in improved
operating cash flow, which would also enable further debt reduction. This would
also improve overall profitability with lowering of interest outgo.

Exhibit 35: Some options available to reduce debt over 2-3 years

Gross Debt (INR bn) —O—Interest as a % of Average of gross Debt
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Return ratios to exhibit upward trajectory

There has been a sharp improvement in the return ratios over the past two years,
primarily led by EBITDA margin expansion and debt reduction.

Exhibit 36: Better revenue growth and ongoing margin improvement to drive RoCE
—O—ROE (%) —O—ROCE (%)
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EBITDA margin improved from 11.8% in FY15 to 22.4% in FY17, largely due EBITDA
margin expansion of 1,375bp in the pharma segment and 580bp in the LSI segment.

With improving operating margin and lower interest outgo, JLS delivered profit of
INR5.75b in FY17 from loss of INR578m in FY15.

We expect RoCE to further improve to 13.9% by FY20 from 11% in FY17, led by
revenue growth, better operating margin and lower interest outgo.

ROE is also expected to increase, although at a lower rate than RoCE, due to a
reduction in financial leverage. We expect RoE to increase from 18.1% in FY17 to
20% by FY20.

Sensitivity analysis

n Inour base case, we factor in revenue and PAT CAGR FY17-20E of 11% and
22.9% to INR82b and INR10.6b, respectively, led by increased business from the
pharma and LS| segments. We expect the EBITDA margin to continue its uptrend
to reach 24.5% by FY20 from 22.4% in FY17.

n Inour bear case, sales and PAT CAGR would reduce to 5.5% and 12.2%,
respectively, led by lesser-than-anticipated business from specialty pharma and
delay in new product launches in specialty ingredient/nutritional products.
Accordingly, 12M forward EPS would be INR48, and the price target would be
INR616, implying limited downside.

n Inour bull case, sales and PAT CAGR would be 13% and 27.6% to INR87b and
INR12b over FY17-20, respectively, led by better-than-anticipated business from
specialty pharma and superior execution in specialty ingredient/nutritional
products. Accordingly, 12M forward EPS would be INR65.4, and the price target
would be INR1,052, implying upside of 52% from current levels.
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Exhibit 37: Sensitivity analysis indicates limited downside from current levels

Sensitivity Analysis Bear Case Base Case Bull Case
Revenue (INR m) 66,102 72,949 75,201
EBITDA (INR m) 15,336 17,727 18,274
EBITDA margin % 23 25 25
PBT (INR m) 9,352 11,760 12,328
Tax rate (%) 22.1 25.0 221
PAT (INR m) 7,296 8,831 9,614
EPS 46.9 56.7 61.7
SOTP based Target price 616 905 1,052
% Return -11.0 30.8 52.0

Source: MOSL

4 July 2017

28



MoTiLaL OswaL

Jubilant Life Sciences

Valuation

n JLS has exhibited considerable improvement in its financial performance, led by
margin improvement over the past two years. In addition, based on
management outlook, there are enough levers in place to gain further traction
in earnings via revenue and margins improvement. Compared to previous years,
margin improvement is expected to be gradual, but revenue growth should be
much higher.

n The stock price has almost doubled in the past year and is up 15% in the past six
months. Despite this, we believe that the current price has not adequately
factored in the company’s current performance as well as future growth in
earnings. In addition to improving financials, there is reasonable valuation
comfort at these levels.

n We expect revenue CAGR of 11% to reach INR82b in FY20. We also expect
EBITDA CAGR of 14.4%, led by improved efficiency. Further reduction in interest
outgo, coupled with EBITDA growth, is expected to lead to PAT CAGR of 22.9%
to INR10.6b by FY20.

n We value the pharma business at 11x 12M forward EBITDA, which is industry
average multiple, to arrive at pharma EV of INR151b. We value the life science
intermediates business at 4.5x 12M forward EBITDA to arrive at life science
ingredient EV of INR25.8b. Reducing the net debt, we arrive at an SOTP-based
valuation of INR141b.

Exhibit 38: We arrived at price target of INR905 on SOTP based valuation

Valuation 12M forward
EBITDA of Pharma business (INR m) 13,787
EV/EBITDA multiple for JLS 11
EV of Pharma (INR m) 151,662
EBITDA of LSI business (INR m) 5,729
EV/EBITDA multiple for JLS 45
EV of LSI (INR m) 25,781
Total EV (INR m) 177,443
Net Debt 36,250
Market Cap (INR m) 141,193
Target Price (INR per share) 905
CMP 692
Potential upside (%) 30.8

Source: MOSL
n We initiate coverage on JLS with a Buy rating and a target price of INR905.

Risks

n A miss on execution expectations would result in lower growth in revenues from
radiopharma and allergy products.

n Lower-than-expected acceptance of innovative radiopharma products may
impact revenue and profit growth.

n Delay in ANDA approvals in the US market may result in loss of opportunity and
thus reduce profitability of formulation generics.
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Sales EBITDA margin PAT P/E EV/EBITDA

FYl17 FY18E FY19E FY17 FY18E FY19E FY17 FY18E FY19E FY17 FY18E FYI9E FY17 FY18E FY19E
Ajanta 20,020 22,628 27,519 349 347 342 5168 5869 7,063 264 233 193 193 169 1338
Dishman 16,339 18,557 20,982 28.4 28.0 29.2 1,454 2259 2977 3343 2129 15.84 125 10.93 9.25
Indoco 10,694 12,560 14,458 14.6 16.1 17.0 771 1,025 1,337 2419 1817 1392 1312 10.12 8.36
Natco 20,650 21,498 25,602 331 365 375 4,860 4,842 5811 36.06 36.01 2876 2578 2242 18.33
Unichem 15,195 18,043 20,683 125 134 142 1,087 1552 1,946 2251 1566 1249 1326 10.38 8.53
Alembic 31,013 36,205 42,251 19.7 206 217 4,068 4,908 6,052 233 193 157 153 126 101
Biocon 38,760 48,901 60,180 24.1 24.0 255 6,118 6,611 8,980 32.5 30.1 22.2 21.4 17.2 12.9
Jubilant 60,063 65,860 72,949 224 239 243 575 7,370 8831 187 146 122 11 9.1 7.8
Granules 14,353 17,051 23,390 20.8 21.6 224 1654 2,060 2,883 18.4 16.4 11.7 114 9.3 6.8

Source: MOSL, Bloomberg
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About Jubilant Life Science

n Jubilant Life Sciences (JLS), one of the three flagship companies of Jubilant
Bhartia Group, is an integrated pharmaceuticals and life sciences company. It is
engaged in the manufacture of radiopharmaceuticals, allergy products, advance
intermediates, nutritional products and life science chemicals.

n The company also provides services in contract manufacturing and drug
discovery solutions.

n JLS’ operations are spread across the world, including India, the US, Canada,
Europe and other countries.

Key personnel at JLS

Shyam S Bhartia — Chairman

Shyam S Bhartia is chairman of JLS and Jubilant FoodWorks. He is also chairman &
managing director of Jubilant Pharma. Mr Bhartia holds bachelors’ degree in
commerce from St. Xavier’s College, Calcutta University. He is a qualified cost and
works accountant, and a fellow member of the Institute of Cost and Works
Accountants of India (ICWAI). He serves on the boards of several public, private and
foreign companies like Chambal Fertilizers and Chemicals Limited, India; Safe Food
Corporation, USA. Mr Bhartia was also director on the board of Air India.

Hari S Bhartia — Co Chairman & Managing Director

Hari S Bhartia is co-chairman & managing director of JLS, co-chairman of Jubilant
FoodWorks, and chairman of Jubilant Industries. A chemical engineering graduate
from the Indian Institute of Technology (IIT), Delhi, Mr Bhartia was conferred the
Distinguished Alumni award by his alma mater in 2000. He is former president of the
Confederation of Indian Industry (CII)(2010-2011) and a member of several
educational, scientific and technological programs of the Government of India. Mr
Bhartia is also a member of several CEO Forums, the prominent ones being India-
USA CEO Forum and India-France CEO Forum.

R Sankaraiah — Executive Director, Finance

Mr. R Sankaraiah, holds a Bachelor’s degree in Science and is a member of the
Institute of Chartered Accountants of India. He has been a member of the IFRS
advisory council of the International Accounting Standards Board, SEBI’'s committee
on Disclosures and Accounting Standards as well as the member of Cll National
Council on Corporate Governance and Regulatory Affairs. He has over 30 years of
experience in areas including M&A, financial engineering, profit management
systems, forex management and taxation.

G.P. Singh — CEO, Jubilant Pharma

GP Singh is CEO of Jubilant Pharma. Prior to joining Jubilant, he was serving as
president of Sun Pharma, USA. Mr Singh has extensively worked in various
leadership roles pertaining to strategy, M&A, commercial and operations with 23+
years of industry experience. He holds masters in pharmacy, pharmaceutical
chemistry from the Punjab University.
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Pramod Yadav — Whole-time director & co-CEO Life Science Ingredients
Pramod Yadav holds bachelor’s degree in technology from the Institute of Chemical
Technology, and master’s degree in marketing management from Jamnalal Bajaj
Institute of Management Studies. He has spent 21 years at JLS, and has more than
30 years of overall work experience.

Rajesh Srivastava — Co-CEO Life Sciences Ingredients

Rajesh Srivastava is the Co-CEQ, Life Science Ingredients business of JLS. Rajesh’s
association with Jubilant is now over 16 years. Since his joining, he has led the
Company in charting growth strategies for JLS Ingredients business. As a Co-CEO of
Life Science Ingredients business, he is leading business operations of business
segments offering value added specialty ingredients & acetyls product range of
products used in various industries globally like Pharmaceuticals, Agrochemicals,
Personal Care and many such industries. He is an Engineer with specialization in
chemical technology from HBTI, Kanpur and Master in Marketing Management from
Jamnalal Bajaj Institute of Management Studies, Mumbai.
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Financials and Valuations

Consolidated - Income Statement (INR Million)
Y/E March FY13 FY14 FY15 FY16 FY17 FY18E FY19E FY20E
Total Income from Operations 51,660 58,034 58,263 58,023 60,063 65,860 72,949 82,170

Change (%) 20.1 12.3 0.4 -0.4 35 9.7 10.8 12.6
Raw Materials 20,609 24,421 26,617 21,175 19,995 21,668 23,927 26,787
Employees Cost 9,626 11,052 10,903 11,267 12,310 13,304 14,663 16,516
Other Expenses 10,866 12,485 13,850 12,803 14,306 15,148 16,632 18,735
Total Expenditure 41,101 47,958 51,370 45,246 46,611 50,119 55,223 62,038

% of Sales 79.6 82.6 88.2 78.0 77.6 76.1 75.7 75.5
EBITDA 10,559 10,076 6,893 12,778 13,452 15,740 17,727 20,132

Margin (%) 20.4 17.4 11.8 22.0 22.4 23.9 24.3 24.5
Depreciation 2,538 2,812 2,880 3,460 2,914 3,240 3,552 3,790
EBIT 8,021 7,264 4,013 9,318 10,538 12,501 14,174 16,341
Int. and Finance Charges 2,987 3,237 3,553 3,786 3,411 2,962 2,717 2,469
Other Income 299 191 425 136 249 273 302 340
PBT bef. EO Exp. 5,333 4,218 884 5,669 7,376 9,812 11,760 14,212
EO Items -1,922 -2,145 -481 175 0 0 0 0
PBT after EO Exp. 3,411 2,073 403 5,843 7,376 9,812 11,760 14,212
Total Tax 1,524 696 805 1,528 1,630 2,453 2,940 3,553

Tax Rate (%) 447 33.6 199.6 26.2 22.1 25.0 25.0 25.0
Minority Interest 361 286 176 0 -10 -11 -11 -12
Reported PAT 1,527 1,090 -578 4,315 5,756 7,370 8,831 10,671
Adjusted PAT 2,591 2,515 -1,057 4,186 5,756 7,370 8,831 10,671

Change (%) 68.0 -2.9 -142.0 -496.1 375 28.0 19.8 20.8

Margin (%) 5.0 4.3 -1.8 7.2 9.6 11.2 12.1 13.0
Consolidated - Balance Sheet (INR Million)
Y/E March FY13 FY14 FY15 FY16 FY17 FY18E FY19E FY20E
Equity Share Capital 159 155 159 159 156 156 156 156
Total Reserves 24,602 26,111 24,376 28,936 34,205 40,839 48,790 58,397
Net Worth 24,761 26,265 24,535 29,096 34,360 40,995 48,945 58,552
Minority Interest 1,115 1,579 0 0 -393 -393 -393 -393
Total Loans 42,452 43,953 47,931 45,167 44,311 40,311 37,311 35,311
Deferred Tax Liabilities 2,922 2,371 2,380 3,269 445 445 445 445
Capital Employed 71,251 74,168 74,847 77,532 78,724 81,358 86,308 93,916
Gross Block 50,244 53,614 54,245 58,129 64,064 71,784 77,178 81,757
Less: Accum. Deprn. 19,027 22,319 24,508 27,705 30,619 33,858 37,411 41,201
Net Fixed Assets 31,217 31,295 29,737 30,425 33,445 37,926 39,767 40,556
Goodwill on Consolidation 18,457 19,693 19,376 20,489 17,622 17,622 17,622 17,622
Capital WIP 4,369 4,724 5,966 5,936 6,838 3,618 3,224 2,645
Total Investments 256 340 395 361 1,294 1,294 1,294 1,294
Curr. Assets, Loans&Adv. 29,409 32,587 30,714 32,260 29,788 31,994 36,644 45,563
Inventory 11,162 13,414 12,353 12,161 12,204 13,123 14,459 16,243
Account Receivables 7,086 8,059 8,193 9,297 10,053 11,023 12,210 13,753
Cash and Bank Balance 3,561 4,795 3,944 3,445 4,596 4,630 6,411 11,551
Loans and Advances 7,601 6,318 6,225 7,357 2,935 3,218 3,564 4,015
Curr. Liability & Prov. 12,458 14,471 11,342 11,938 10,264 11,095 12,243 13,764
Account Payables 6,893 7,498 7,669 6,204 7,495 8,059 8,880 9,976
Other Current Liabilities 2,167 2,205 2,028 2,936 1,604 1,759 1,948 2,195
Provisions 3,398 4,768 1,645 2,799 1,165 1,277 1,415 1,594
Net Current Assets 16,951 18,116 19,372 20,321 19,524 20,899 24,401 31,799
Appl. of Funds 71,251 74,168 74,847 77,532 78,724 81,359 86,309 93,916
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Financials and Valuations

Ratios

Y/E March FY13 FY14 FY15 FY16 FY17 FY18E FY19E FY20E
Basic (INR)

EPS 16.6 16.2 -6.8 26.9 37.0 47.3 56.7 68.5
Cash EPS 32.9 34.2 11.7 49.1 55.7 68.1 79.5 92.9
BV/Share 159.0 168.7 157.6 186.9 220.7 263.3 314.4 376.1
DPS 3.1 3.0 3.1 3.1 3.1 3.9 4.7 5.7
Payout (%) 36.6 49.9 -99.6 13.3 10.0 10.0 10.0 10.0
Valuation (x)

P/E -102.0 25.7 18.7 14.6 12.2 10.1
Cash P/E 59.1 14.1 12.4 10.2 8.7 7.5
P/BV 4.4 3.7 3.1 2.6 2.2 1.8
EV/Sales 2.6 2.6 2.5 2.2 1.9 1.6
EV/EBITDA 22.0 11.7 11.0 9.1 7.8 6.5
Dividend Yield (%) 0.4 0.4 0.4 0.4 0.4 0.6 0.7 0.8
FCF per share 34.2 33.9 27.9 475 62.9 47.8 51.8 66.3
Return Ratios (%)

RoE 10.9 9.9 -4.2 15.6 18.1 19.6 19.6 19.9
RoCE 7.2 7.2 -6.2 9.5 11.0 12.0 13.0 13.9
RolC 7.6 7.6 -6.2 10.4 12.3 13.6 14.4 15.9
Working Capital Ratios

Fixed Asset Turnover (x) 1.0 1.1 1.1 1.0 0.9 0.9 0.9 1.0
Asset Turnover (x) 0.7 0.8 0.8 0.7 0.8 0.8 0.8 0.9
Inventory (Days) 79 84 77 76 74 73 72 72
Debtor (Days) 50 51 51 58 61 61 61 61
Creditor (Days) 49 47 48 39 46 45 44 44
Leverage Ratio (x)

Current Ratio 2.4 2.3 2.7 2.7 2.9 2.9 3.0 3.3
Interest Cover Ratio 2.7 2.2 1.1 2.5 3.1 4.2 5.2 6.6
Net Debt/Equity 1.6 1.5 1.8 1.4 1.1 0.8 0.6 0.4
Consolidated - Cash Flow Statement (INR Million)
Y/E March FY13 FY14 FY15 FY16 FY17 FY18E FY19E FY20E
OP/(Loss) before Tax 3,411 2,073 403 5,843 7,376 9,812 11,760 14,212
Depreciation 2,538 2,812 2,880 3,460 2,914 3,240 3,552 3,790
Interest & Finance Charges 2,874 3,185 3,491 3,758 3,163 2,689 2,415 2,129
Direct Taxes Paid -1,196 -809 -793 -481 -1,630 -2,453 -2,940 -3,553
(Inc)/Dec in WC -40 -1,107 964 -1,467 1,949 -1,341 -1,722 -2,257
CF from Operations 7,587 6,153 6,945 11,114 13,771 11,947 13,065 14,321
Others 2,112 1,569 888 -191 0 0 0 0
CF from Operating incl EO 9,699 7,723 7,833 10,923 13,771 11,947 13,065 14,321
(Inc)/Dec in FA -4,378 -2,438 -3,491 -3,532 -3,970 -4,500 -5,000 -4,000
Free Cash Flow 5,321 5,285 4,341 7,391 9,801 7,447 8,065 10,321
(Pur)/Sale of Investments -54 -63 -42 257 -933 0 0 0
Others 123 156 -125 76 -2,881 273 302 340
CF from Investments -4,309 -2,344 -3,658 -3,198 -7,784 -4,227 -4,698 -3,660
Issue of Shares 0 0 0 0 -4 0 0 0
Inc/(Dec) in Debt -992 -247 -1,136 -4,319 -856 -4,000 -3,000 -2,000
Interest Paid -2,957 -3,345 -3,353 -3,335 -3,411 -2,962 -2,717 -2,469
Dividend Paid -548 -552 -538 -569 -574 -735 -881 -1,064
Others 0 0 0 0 10 11 11 12
CF from Fin. Activity -4,498 -4,144 -5,027 -8,223 -4,835 -7,686 -6,586 -5,521
Inc/Dec of Cash 892 1,235 -852 -499 1,152 34 1,781 5,140
Opening Balance 2,668 3,561 4,795 3,944 3,445 4,597 4,630 6,411
Closing Balance 3,561 4,795 3,944 3,445 4,597 4,630 6,411 11,551
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Rating matrix

Rating Buy
Target 3 845
Target Period 12-15 months

Potential Upside 18%

What's Changed?

Target Changed from X 810 to T 845
EPS FY18E Changed from ¥ 48.8 to X 44.3
EPS FY19E Changed from % 66 to % 59.1
Rating Unchanged

Quarterly Performance
Q1FY18 Q1FY17  YoY (%)

Q4FY17 QoQ (%)

Revenue 1,596.1 1,453.9 98 16414 -2.8
EBITDA 337.6 368.2 -83  305.0 10.7
EBITDA (%) 21.2 25.3 -417 bps 18.6 257 bps
Adi. Net Profit 1471 161.5 -89 1501 -2.0

Key Financials

(% crore) FY16  FY17E  FY18E  FY19E
Revenues 5802.3 59719 6991.4 7760.7
EBITDA 1277.8 13453 15539 1851.7
Net Profit 431.5 574.9 705.0 942.0
EPS %) 211 36.1 443 59.1
Adjusted EPS () 26.0 36.1 443 59.1

Valuation summary

FY16 FY17E FY18E FY19E
PE (x) 26.5 19.9 16.2 12.1
Target P/E (Diluted) 31.2 23.4 19.1 14.3
EV/EBITDA (x) 12.2 1.2 9.8 1.1
Price to book (x) 3.9 3.3 2.8 2.3
RoNW (%) 14.2 16.8 17.3 19.0
RoCE (%) 12.0 13.3 14.8 17.6

tock data

I

Particular Amount
Market Capitalisation % 11438 crore
Debt (FY16) T 4144 crore
Cash (FY16) % 459 crore
EV % 15123 crore
52 week H/L (%) 3 879R 298
Equity capital % 15.9 crore
Face value 21

|

rice performance (%)

™ 3M 6M 1Y
Jubilant Life Sciences 1.4 -14.3 0.7 133.8
Divi's Labs 14.6 16.3 -0.6 -36.2
Aurobindo Pharma 12.3 10.5 1.3 -2.1
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Revenues in line; product mix drags margins

e Revenues grew 10% YoY to ¥ 1596 crore (I-direct estimate: I 1644
crore). Revenues in pharmaceutical business grew 7% to ¥ 859 crore
(I-direct estimate: ¥ 875 crore) while life science ingredients (LSI)
revenues grew 20% to ¥ 738 crore (I-direct estimate: ¥ 742 crore)

e EBITDA margins declined 417 bps YoY to 21.2% (l-direct estimate:
21.7%), impacted mainly by a change in product mix. EBITDA
declined 8% YoY to X 338 crore (I-direct estimate of ¥ 356 crore)

e Adjusted net profit declined 9% to ¥ 147 crore (l-direct estimate: ¥
165 crore) mainly due to a below expected operational performance

Pharmaceuticals business segment getting back to normal

The pharmaceuticals business has grown at 9% CAGR in FY12-17 driven
by generics and specialty pharma. The margin scenario is returning to
normal on the back of generic launches in the US, launches in specialty
pharma and successful resolution of two CMO facilities. Recent long term
contract in the radiopharma business as well as approval for Rubyfill in
the US will strengthen the speciality sub-segment growth, which is likely
to grow at 25% CAGR in FY17-19E to ¥ 2571 crore on the back of strong
growth in Radiopharma business followed by CMO. However, steep price
erosion in the US is likely to impact near term generic segment growth.
Overall, we expect the pharma segment to grow at 17% CAGR in FY17-
19E to ¥ 4494 crore. Despite higher R&D spend, we expect margin
expansion in the pharma space from 31% in FY17 to 32% by FY19E due
to an improved product mix.

LSI segment mostly commoditised but offers stable returns

LS| caters to more routine customers with committed requirements.
Because of the commodity nature, margins in this segment are around
15-16%. The business has grown at a CAGR of 5% in FY12-17. Of late, the
company has adopted a calibrated approach. Hence, the focus will shift to
profitable products and defocus on less lucrative/loss making sub-
segments. We expect LS| to grow at 10% CAGR in FY17-19E to ¥ 3248
crore but EBITDA margins are likely to remain healthy at 15-16%.

Debt no more a fear factor

In its pursuit of building capacities and create multiple revenue heads the
debt situation had got complicated over the years. With an improvement
in operational performance, the free cash flow (FCF) situation has
improved markedly. As the capex cycle moderates in the medium term,
the company expects to utilise maximum FCF for debt repayment. We
expect the company’s net D/E ratio further go down to 0.7x by FY19E
from 1.2x in FY17 and debt/EBITDA ratio to 1.8x from 3.1x in FY17.

Margin accretive businesses on faster track; maintain BUY

Q1 revenues were more or less in line while net profit was below
expectation due to higher taxation. Going forward, we expect margins to
improve through FY19 on the back of the tilt of product mix towards
margin accretive businesses, especially Radiopharma. For Radiopharma,
we expect contribution to pharma revenues to improve from 25% in FY17
to 31% in FY19E. On the LS| business front, we expect product
rationalisation to continue. With an improved visibility led by
improvement in product approvals and a better segment mix we expect a
continuous improvement in free cash flow generation and focus on debt
repayment. We have ascribed a target price of ¥ 845 (SOTP basis) based
on 1) 14x FY19E EPS of ¥ 59 and 2) ¥ 17 pre share valuation of the
acquired pharmacy business.
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Variance analysis
Q1FY18 Q1FY18E  Q1FY17  Q4FY17 YoY (%) QoQ (%) Comments
Revenue 1,596.1 1,6435  1,4539 16414 9.8 -2.8  YoY growth mainly due to 20% YoY growth to < 738 crore in LS| segment aided
by better growth in Vitamins and Advanced intermediates and better price
realisation in Vit B3. Pharmaceutical business grew 7% YoY to X 859 crore
mainly due to strong growth in Radiopharma business

Raw Material Expenses 623.3 566.4 498.5 633.7 25.0 -1.6

Employee Expenses 310.3 345.1 295.9 3245 49 4.4

Other Expenditure 234.4 271.4 210.7 285.3 11.2 -17.9

Power cost 90.5 98.6 80.6 93.0 12.2 -2.7

Total Expenditure 1,258.4 1,287.6  1,085.8 1,336.4 15.9 -5.8

EBITDA 337.6 355.9 368.2 305.0 -8.3 10.7

EBITDA (%) 21.2 21.7 25.3 18.6 -417 bps 257 bps LSl business margins contracted 200 bps to 14.7%. Miss vis-a-vis |-direct
estimates mainly due to lower-than-expected LS| business margins and one-
off. Pharma business margins contracted 250 bps YoY to 30.8%

Interest 68.7 64.0 82.8 80.2 -17.0 -14.3  Finance cost includes charge of % 14 crore on stock settlement instrument

Depreciation 72.5 715 7.5 75.2 1.3 -3.6

Other income 6.8 3.2 43 10.5 58.7 -35.3

Exceptional ltems 0.0 0.0 -0.1 0.0 0.0 0.0

PBT after Exceptional ltems 203.2 217.6 218.3 160.1 -6.9 26.9

Tax 59.5 52.2 54.2 1.1 9.7 437.5

Tax Rate (%) 29.3 24.0 24.9 6.9 Higher YoY mainly due to inclusion of carry forward loss of subsidiaries in
Q1FY17

PAT before MI 143.7 165.3 164.0 149.0 -12.4 -3.6

Mi 3.4 0.0 2.4 -1 PL NA

Adj. Net Profit 147.1 165.3 161.5 150.1 -8.9 -2.0

Key Metrics

Pharmaceuticals 859.2 875.4 802.0 859.5 7.1 0.0 YoY growth was mainly due to 16% growth in specialty segment (57% of
pharmaceutical sales), which was partly offset by decline in drug discovery
solutions segment growth.

Life Science Ingredients 738.3 741.6 618.0 782.0 19.5 -5.6  20% YoY improvement mainly due to better growth in Vitamins and Advanced
intermediates and better price realisation in Vit B3.

Source: Company, ICICldirect.com Research

Change in estimates

FY18E FY19E

(X Crore) Old New % Change Old New % Change

Revenue 7,050.7 6,991.4 -0.8 7,867.3 17,760.7 -1.4  Revenue estimates largely remains unchanged in response to Q1FY18 results

EBITDA 1,574.3  1,553.9 1.3 1,877.0 11,8517 -1.3

EBITDA Margin (%) 223 22.2 -7 bps 23.9 239 -4 bps

PAT 776.6 705.0 -9.2  1,0515 942.0 -10.4  FY18 and FY19 PAT estimates largely impacted due to increase in the forward looking

tax rate to 29% from previous 24%
EPS (%) 43.8 44.3 -9.3 66.0 59.1 -10.4

Source: Company, ICICldirect.com Research

Current Earlier
FY16  FY17E  FY18E  FY19E  FY18E  FY19E
Pharmaceuticals 3,063.1 3,299.0 3,846.1 14,4939 3,846.1 4,493.9

Life Science Ingredients 2,882.0 2,708.0 3,140.6 3,247.6 3,093.9 3,248.6
Source: Company, ICICldirect.com Research
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Company Analysis

Incorporated in 1978, Jubilant Life Sciences (JLS; formerly Jubilant
Organosys), is a mid-sized integrated chemicals turned pharmaceuticals
player. It started as a full fledged chemical company by entering the vinyl
acetate monomer (VAM) business in 1983. Broadly, the company
operates through two business segments - pharmaceuticals (55% of the
turnover) and life science ingredients (45% of turnover). The
pharmaceuticals segment consists of sub segments like 1) Generics- APIs
and formulations, 2) specialty pharma - radio pharma, allergy therapy
products and contract manufacturing (CMO) of sterile injectables, 3) drug
discovery and development solutions. EBITDA margins in the
pharmaceuticals segment are normally much higher due to the presence
of formulations and specialty pharma. The LS| segment consists of sub
segments such as 1) advanced intermediates and specialty ingredients, 2)
nutrition products and 3) life science chemicals. This segment caters to
more routine customers with committed requirements. On account of the
commodity nature, margins in this segment are relatively low.

Overall, we expect revenues to grow at a CAGR of 14% in FY17-19E to
¥ 7761 crore. The main drivers will by specialty pharma, CMO and
nutrition products.

Exhibit 1: Revenues to grow at CAGR of 14% in FY17-19E
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Source: Company, ICICldirect.com Research

Pharmaceuticals business has grown at a CAGR of 9% in FY12-17 driven
by generics and specialty pharma. Pricing pressure in the drug discovery
business and some formulations in the US have put consistent pressure
on the EBITDA margins of the pharma business. Also, expenses at the
US-based Spoken facility to address the USFDA warning letter and the
subsequent postponement of shipment have led to a further deterioration
in financials. However, the margin scenario is returning to normal on the
back of generic launches in US, launches in specialty pharma and
successful resolution of two CMO facilities. We expect the pharma
segment to grow at a CAGR of 17% to ¥ 4494 crore in FY17-19E mainly on
account of robust growth in the speciality segments.

ICICI Securities Ltd | Retail Equity Research
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Pharma segment revenue analysis (FY16)
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Exhibit 2: Pharma segment to grow at CAGR of 17% in FY17-19E
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Source: Company, ICICldirect.com Research

Jubilant Life sciences (Jubilant) through one of its units Jubilant
Draxlmage Inc. Montreal Canada, has received USFDA 505 (b)(2) approval
(New drug application) of Ruby-fill (Rubidium 82 Generator and Elution
System). Ruby-fill is used for nuclear cardiology diagnostic positron
emission tomography (PET) procedure to evaluate regional myocardial
perfusion in adult patients with suspected or existing coronary artery
disease. The product has been launched and is expected to be
commercialised in FY18. As per management estimates, the current US
market size is US$76 million and has a potential to grow up to US$250
million annually in the next five years. Currently, Italy based Bracco
Diagnostics is selling Rubidium 82 in the US under Cardiogen-82 brand.

Radiopharma segment (26% of pharma business) grew 38% in FY12-17E
to ¥ 827 crore. Jubilant is the only listed Indian company, which has
strong exposure in the niche radiopharma segment. We believe Ruby-fill
505 (b)(2) approval is a key milestone for the company in the US. In the
US, we expect the product to contribute US$ 7-10 million of revenues in
FY18, which is likely to grow to US$25-35 million over the next five years.
Apart from the US, the company has received approvals in Germany,
Switzerland and Canada. Jubilant has also recently signed long term
contracts with distribution networks in the US for supplying all approved
radio pharma products over 39 months. The company has seven
approved products in the US and two pending approvals.

The company has signed an asset purchase agreement with Triad
Isotopes and its parent Isotope Holdings to acquire substantially all of the
assets, which comprise the radio pharmacy business of Triad. The
acquisition will be funded through JPL’s internal accruals. The deal is
expected to get closed in Q2FY18. Triad recorded revenues in excess of
US$225 million in CY16 with positive EBITDA and operates the second
largest network of radiopharmacy in the US and with more than 50
pharmacies distributing nuclear medicine products to the largest national
GPOs, regional health system, standalone imaging canters, cardiologist
and hospitals

We expect this segment to grow at 30% CAGR over FY17-19E to T 1398
crore.
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LSI segment revenue analysis (FY16)
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Exhibit 3: Radio pharma segment to grow at CAGR of 30%
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Source: Company, ICICldirect.com Research

Life science ingredients (LSI) cater to more routine customers with
committed requirements. On account of the commodity nature, margins
in this segment are around 15-16%. The business has grown at a CAGR of
5% in FY12-17. Of late, the company has adopted a calibrated approach.
Hence, the focus will shift to profitable products and defocus on less
lucrative/loss making sub-segments. We expect LSI to grow at a CAGR of
10% in FY17-19E to T 3248 crore.

Exhibit 4: LSI segment to grow at CAGR of 10%
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Source: Company, ICICldirect.com Research
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Exhibit 5: EBITDA to see improvement
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Exhibit 6: Improvement in operating margins to improve net profit
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Exhibit 7: Trends in return ratios
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Exhibit 8: Trends in quarterly financials

(X crore) Q1FY15 Q2FY15 Q3FY15 Q4FY15 Q1FY16 Q2FY16 Q3FY16 Q4FY16 Q1FY17 Q2FY17 Q3FY17 Q4FY17 Q1FY18 YoY (%) QoQ (%)
Net Sales 1209.6 1362.1 14303 1523.3 14384 14447 1337.0 14945 14354 14200 1472.2 1609.0 1578.1 9.9 -1.9
Other Operating Income 12.6 9.0 15.2 13.3 20.2 18.3 42.4 21.3 18.6 25.8 19.4 324 17.9 -3.4 -44.7
Total Operating Income  1222.2 1371.1 14455 1536.5 1458.6 1463.1 13795 15158 1453.9 14458 14916 1641.4 1596.1 9.8 -2.8
Raw Material Expenses ~ 456.1 606.3 6225 713.7 5370 5303 5156 5995 4985 489.2 523.0 6337 6233 25.0 -1.6
% of revenues 37.3 44.2 43.1 46.4 36.8 36.2 374 39.5 343 33.8 35.1 38.6 39.1 476 bps 45 bps
Gross Profit 766.1 764.8 8230 8229 9216 9327 8639 916.3 9554  956.7 968.6 1007.7 9728 1.8 -3.5
Gross Margins (%) 62.7 55.8 56.9 53.6 63.2 63.8 62.6 60.5 65.7 66.2 64.9 61.4 60.9 -476bps -45bps
Power cost 855  100.1 98.9 95.2 1021 99.3 86.6 78.7 80.6 71.2 82.8 93.0 90.5 12.2 2.7
% to revenues 1.0 1.3 6.8 6.2 1.0 6.8 6.3 5.2 5.5 5.3 5.6 5.7 5.7 12 bps 0 bps
Employee Expenses 2440 27112 2117 2751 2727  285.1 281.7 2871 2959 3014 309.2 3245 3103 4.9 -4.4
% to revenues 20.0 19.8 18.8 17.9 18.7 19.5 20.4 18.9 20.4 20.8 20.7 19.8 19.4 -91 bps  -32 bps
Selling & Admin expens 1612 2826  267.0 2052 2088 227.7 2109 2577 2107 2112 2449 2853 2344 11.2 -17.9
% to revenues 13.2 20.6 18.5 13.4 14.3 15.6 (I[5%3 17.0 14.5 14.6 16.4 17.4 14.7 19 bps -270 bps
Total Expenditure 946.9 1260.1 1260.2 1289.1 1120.6 11425 1094.8 1222.9 10858 1079.0 1159.8 1336.4 1258.4 15.9 -5.8
% to revenues 715 91.9 87.2 83.9 76.8 78.1 79.4 80.7 14.7 74.6 71.8 81.4 788 417 bps -257 bps
EBITDA 2754 111.0 1853 2474 3379 3206 2847 2929 368.2 3668 331.8 3050 337.6 -8.3 10.7
EBITDA Margins (%) 22.5 8.1 12.8 16.1 232 21.9 20.6 19.3 25.3 254 222 18.6 212 -417bps 257 bps
Depreciation 62.0 69.2 79.5 66.2 70.2 75.1 74.7 126.8 715 72.0 12.7 75.2 72.5 1.3 -3.6
Interest 70.1 96.0 96.1 85.4 91.2 97.4 88.6 99.4 82.8 80.0 98.2 80.2 68.7 -17.0 -14.3
Other Income 35 26.4 6.1 5.8 3.8 45 2.9 2.2 4.3 49 5.1 10.5 6.8 58.7 -35.3
PBT before EQ 146.7 -27.8 158 1017 1804 1525  124.2 69.0 2182 2197 166.1 160.1 203.2 -6.9 26.9
Less: Exceptional ltems 471 4.6 -0.2 -33.9 0.4 2.3 -0.2 0.0 0.1 0.2 0.0 0.0 0.0

PBT after EO 193.8 -23.1 15.6 67.8 180.7 1548 1241 69.0 2183 2199  166.1 160.1 203.2 -6.9 26.9
Total Tax 35.3 25.1 25.1 25.1 25.1 25.1 25.1 25.1 25.1 25.1 25.1 25.1 25.1 0.0 0.0
Tax Rate (%) 18.2 -108.4  160.6 37.0 13.9 16.2 20.2 36.3 11.5 1.4 15.1 15.7 12.3 85.0 -332
PAT 158.5 -48.2 -9.5 427 155.7 129.8 99.0 439 1932 1948 141.0 1350 1782 -1.8 31.9
Minority Interest 6.5 6.5 6.5 0.0 -1.6 0.0 0.0 -0.4 24 -1.1 -1.3 -1.1 -3.4 NA NA
Net Profit 152.0 -54.6 -16.0 427 157.3 1298 99.0 443 1908 1959 1423  136.1 181.6 -4.8 334
EPS R) 9.5 -3.4 -1.0 2.1 9.9 8.1 6.2 2.8 12.0 12.3 8.9 8.5 11.4

Source: Company, ICICldirect.com Research

SWOT Analysis

Strengths - Vertically integrated model. Proven capabilities in the CRAMS
space

Weakness - Too many revenue heads, struggling to cope up with margin
pressure and above all a huge debt burden. Commoditised nature of the
LSl segment

Opportunities - The US generics space. Incremental CRAMS orders

Threats - Leverage ratios are at alarming levels. Increased USFDA scrutiny
across the globe regarding cGMP issues, pricing pressure due to client
consolidation in the US, pricing probe by the Department of Justice (DoJ)
in the US, proposed tightening by the new regime by adapting to the
bidding process and imposition of border adjustment tax on imported
drugs in the US. The LSI business is witnessing headwinds in China

ICICI Securities Ltd | Retail Equity Research Page 7
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Conference call highlights

e The company has filed 96 ANDAs in the US till date of which 34
are pending for approvals. The company has filed 5 ANDAs in
Q1FY18

e Pharma segment’s constant currency growth was 12% YoY

e Q1 sales and EBITDA were impacted by T 50 crore and ¥ 8 crore,
respectively, due to temporary closure of the Gajraula plant in
Uttar Pradesh following the National Green Tribunal (NGT) order.
As per the management, this loss of business is expected to
recover in Q2FY18

e The management has enhanced tax guidance to 28-29% for FY18
from 24% in FY17. The lower tax rate in FY17 was mainly due to
carry forward losses of subsidiaries

e The management has guided for ~22% margins (31% margins for
pharmaceutical segment and 15% for LS| segment) for FY18. It
expects margins to improve from 2HFY18 mainly due to
improvement in LS| margins and better product mix

e The company has 773 filings in RoW markets including Canada,
Europe and Japan. Total 589 filings have been approved and 185
filings are pending approval

e It has filed nine products in the US radiopharmaceuticals market,
out of which seven have been approved

o Gross debt was at ¥ 3904 crore (includes foreign currency loan of
US$426 million) against ¥ 4084 crore in FY17

e R&D spend in Q1FY18 was ¥ 51 crore (6% of pharmaceutical
segment). R&D charged to P&L was ¥ 27 crore. R&D spending
expected to be 8.5% of pharmaceutical sales in FY18, of which
45-50% of spending will be capitalized.

e Capex in Q1FY18 was at T 98 crore. The company has guided for
~% 400 crore of capex, which includes ¥ 150 crore of maintenance
capex and ¥ 250 crore for capacity expansion

e Total 10 products are under development in the radio pharma
segment, of which two are under review by the USFDA. It plans to
file two products in FY18 and the remaining over the next three
years

e CMO order book position was at US$630 million. The company
has added three new clients in this business

e The stock settlement instrument issued to IFC of US$60 million
will compulsorily get converted into equity at 10% per annum
discount to Jubilant Pharma of the limited IPO price

Exhibit 9: Product pipeline as of Q1FY18

Oral Solids Sterile Products

Filings Approved Pending Filings Approved
us 84 53 31 12 9 3
Canada 22 21 1 13 13 0
Europe 101 94 1 10 10 0
ROW 650 474 176 44 40 4
Total 857 642 215 79 72 1

Source: Company, ICICldirect.com Research
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Valuation

Q1 revenues were more or less in line while net profit was lower due to
higher taxation. Going forward, we expect margins to improve through
FY19 on the back of the tilt of product mix towards margin accretive
businesses especially Radiopharma. For Radiopharma we expect
contribution to pharma revenues to improve from 25% in FY17 to 31% in
FY19E. On the LSI business front, we expect product rationalisation to
continue. With an improved visibility led by improvement in product
approvals and better segment mix we expect continuous improvement in
free cash flow generation and a focus on debt repayment. We have
ascribed a target price of ¥ 845 (SOTP basis) based on 1) 14x FY19E EPS
of ¥ 59 and 2) X 17 pre share valuation of acquired pharmacy business.

Exhibit 10: One year forward PE
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Exhibit 11: One year forward PE of company vs. CNX Pharma
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Exhibit 12: Valuation
Revenues Growth ~ Adj. EPS  Growth P/E EV/EBITDA RoNW RoCE
(% crore) (%) R) (%) (x) (X) (%) (%)
FY16 5802 -0.4 26.0 LP 26.3 121 14.2 12.0
FY17E 5972 2.9 36.1 33.2 19.7 11.2 16.8 13.3
FY18E 6991 17.1 443 22.6 16.1 9.7 17.3 14.8
FY19E 7761 11.0 59.1 33.6 12.0 1.7 19.0 17.6

Source: Company, ICICldirect.com Research
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Recommendation history vs. Consensus
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Key events
Date Event
May-11 Repays FCCB debt worth US$202 million including yield to maturity of US$60 million
Feb-13 Receives warning letter from USFDA for its Montreal facility
Jul-13 China imposes anti dumping duty margin of 24.6% to 57.4% for Pyridine imported from India
Dec-13 USFDA issues warning letter for Spokane facility
Feb-14 Jubilant receives establishment inspection report from USFDA for its Montreal facility
Mar-14 Sells hospitals business to Narayana Health for T 45 crore
May-14 IFC grants loan of US$200 million to company’s wholly-owned subsidiary Jubilant Pharma
Jun-15 US based Spokane facility (CMO) receives USFDA clearance
Oct-16 Receives USFDA 505 (b)(2) approval (new drug application) of Rubyfill Rubidium 82 Generator and Elution System
Jan-17 Signs long term contracts with distribution networks in the US for supply of approved radiopharma products over a period of 39 months
Apr-17 Signs an Asset Purchase Agreement with Triad Isotopes to acquire the radiopharmacy business of Triad
Source: Company, ICICldirect.com Research
Shareholding Pattern
Rank Name Latest Filing date % 0/S Position (m) Change (m) [l (in %) Jun-16 Sep-16 Dec-16 Mar-17 Jun-17
1 Jubilant Stock Holding Pvt. Ltd. 31-Mar-17  13.7 21.9m -7.8m  Promoter 51.9 519 519 519 519
2 Jubilant Capital Pvt. Ltd. 31-Mar-17  13.2 21.0m 0.0m Others 48.1 48.1 48.1 48.1 48.1
3 Jubilant Securities Pvt. Ltd. 31-Mar-17  11.7 18.7m 0.0m
4 East Bridge Capital Management L.P. 31-Mar-17 4.6 7.4m 0.0m
5 MAV Management Advisors L.L.P. 31-Mar-17 3.6 5.7m 5.7m
6 Jubilant Bhartia Group 31-Mar-17 3.5 5.6m 5.6m
7 Motilal Oswal Asset Management Company Ltd. 31-Mar-17 2.6 4.1m 0.6m
8 Jubilant Employees Welfare Trust 21-dun-17 2.2 3.5m 0.0m
9 Nikita Resources Pvt. Ltd. 31-Mar-17 2.2 3.5m 0.0m
10 Norges Bank Investment Management (NBIM) 31-Mar-17 1.9 3.0m 0.3m

Source: Reuters, ICICldirect.com Research

Buys Sells
Investor name Value ($) Shares j Investor name Value ($) Share
MAV Management Advisors L.L.P. 70.1m 5.7m Jubilant Stock Holding Pvt. Ltd. -96.3m -7.8n
Jubilant Bhartia Group 68.7m 5.6m Vam Holdings, Ltd. -70.1m -5.7n
Jubilant Advisors L.L.P. 27.6m 2.2m Sankaraiah (R.) -0.6m -0.1n
Motilal Oswal Asset Management Company Ltd. 7.0m 0.6m Columbia Threadneedle Investments (US) -0.6m 0.0n
RAM Active Investments S.A. 3.7m 0.4m Manulife Asset Management (Taiwan) Co., Ltd -0.4m 0.0n

Source: Reuters, ICICldirect.com Research
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Financial summary

Profit and loss statement < Crore

(Year-end March) FY16 FY17E FY18E FY19E
Revenues 5,802.3 5,971.9 6,991.4 7,760.7
Growth (%) -0.4 29 171 11.0
Raw Material Expenses 2,126.3 2,110.0 2,495.5 2,7116.2
Employee Expenses 1,126.7 1,230.9 1,443.3 1,668.5
Selling & Admin expenses 904.8 952.1 1,084.5 1,097.3
Power cost 366.7 333.7 414.2 426.8
Total Operating Expenditure 4,524.5 4,626.6 5,437.5 5,909.0
EBITDA 1,271.8 1,345.3 1,553.9 1,851.7
Growth (%) 85.4 5.3 15.5 19.2
Depreciation 346.0 291.4 308.4 317.2
Interest 378.6 3411 269.1 223.0
Other Income 13.6 249 17.4 15.3
PBT before EQ 566.9 731.6 993.7 1,326.8
Less: Exceptional ltems -17.5 -0.3 0.0 0.0
Total Tax 152.9 163.0 288.7 384.8
Minority Interest 0.0 0.0 0.0 0.0
PAT 431.5 574.9 705.0 942.0
Growth (%) LP 332 22.6 33.6
EPS 271 36.1 44.3 59.1
Adjusted PAT 414.0 574.6 705.0 942.0
EPS (Adjusted) 26.0 36.1 44.3 59.1

Source: Company, ICICIdirect.com Research

(Year-end March) FY16 FY17E FY18E FY19E
Equity Capital 15.9 15.9 15.9 15.9
Reserve and Surplus 2,893.6 3,412.6 4,061.7 4,947.8
Total Shareholders funds 2,909.6 3,428.5 4,077.6 4,963.7
Total Debt 4,514.0 4,144.0 3,929.5 3,279.5
Deferred Tax Liability 326.9 345.1 365.8 376.8
Minority Interest 0.0 0.0 0.0 0.0
Other Non CL & LT Provisions 152.1 163.2 173.0 178.2
Total Liabilities 7,902.6 8,080.8 8,545.9 8,798.1
Gross Block - Fixed Assets 5,259.4 5,384.0 5,907.4 6,007.4
Accumulated Depreciation 2,157.8 2,350.6 2,558.0 2,768.9
Net Block 3,101.7 3,033.5 3,349.4 3,238.5
Capital WIP 145.1 210.5 387.1 387.1
Total Fixed Assets 3,246.7 3,243.9 3,736.5 3,625.6
Total Intangible Assets 2,438.2 2,439.6 2,413.6 2,407.3
Investments 36.1 36.1 36.1 36.1
Inventory 1,216.1 1,220.4 1,419.4 1,575.5
Debtors 929.7 1,005.3 1,169.2 1,297.9
Loans and Advances 362.6 408.4 408.4 408.4
Cash 3445 459.4 215.9 395.9
Other current Assets 48.5 63.5 67.3 69.3
Total Current Assets 2,901.3 3,156.9 3,280.2 3,747.0
Creditors 599.6 749.5 871.7 967.6
Provisions 209.4 116.5 123.2 126.8
Other Current Liabilities 235.4 339.4 359.7 370.5
Total Current Liabilities 1,044.5 1,205.4 1,354.6 1,464.9
Net Current Assets 1,856.9 1,951.6 1,925.6 2,282.0
Deferred Tax Assets 0.0 0.0 0.0 0.0
LT L & A, Other Non CA 324.6 409.5 4341 4471
Application of Funds 7,902.6 8,080.8 8,545.9 8,798.1

Source: Company, ICICIdirect.com Research
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(Year-end March) FY16 FY17E FY18E FY19E
Profit/(Loss) after taxation 431.5 574.9 705.0 942.0
Add: Depreciation 346.0 291.4 308.4 317.2
(Inc)/dec in Current Assets -223.3 -140.7 -366.7 -286.9
Inc/(dec) in CL and Provisions 2.5 160.9 149.3 110.3
CF from operating activities 556.7 886.4 796.0 1,082.7
(Purchase)/Sale of FA -496.7 -290.0 -775.0 -200.0
Deferred Tax Liability 88.9 18.2 20.7 11.0
Minority Interest 0.0 0.0 0.0 0.0
Investments 34 0.0 0.0 0.0
Other Investing Activities 715 -713.8 -14.8 -1.8
CF from investing activities -327.0 -345.6 -769.1 -196.9
Inc/(Dec) in Equity Capital 0.0 0.0 0.0 0.0
Proceeds/(Repayment) of/from Lc -271.8 -370.0 -214.5 -650.0
Dividend & Dividend tax -57.5 -55.9 -55.9 -55.9
Others 55.8 - 0.0 0.0
CF from financing activities -279.6 -425.9 -270.4 -705.9
Net Cash flow -49.9 114.9 -243.4 180.0
Opening Cash 394.3 344.5 459.4 215.9
Closing Cash 3445 459.4 215.9 395.9
Free Cash Flow 60.0 596.4 21.0 882.7

Source: Company, ICICIdirect.com Research

(Year-end March) FY16 FY17E FY18E FY19E
Per share data (%)

Reported EPS 271 36.1 443 59.1
Adjusted EPS 26.0 36.1 44.3 59.1
BV per share 182.6 215.2 256.0 311.6
Dividend per share 3.6 3.5 3.5 35
Cash Per Share 21.6 28.8 13.6 249
Operating Ratios (%)

Gross Profit Margins 63.4 64.7 64.3 65.0
EBITDA Margins 22.0 225 222 23.9
PAT Margins 7.1 9.6 10.1 12.1
Inventory days 76.5 74.6 741 741
Debtor days 58.5 61.4 61.0 61.0
Creditor days 371.7 45.8 455 455
Asset Turnover 1.1 1.1 1.2 1.2
EBITDA conversion Rate 43.6 65.9 51.2 58.5
Return Ratios (%)

RoE 14.2 16.8 17.3 19.0
RoCE 12.0 13.3 14.8 17.6
RolC 12.3 13.8 15.0 18.3
Valuation Ratios (x)

P/E 26.3 19.7 16.1 12.0
EV /EBITDA 121 11.2 9.7 1.7
EV / Net Sales 2.1 25 2.2 1.8
Market Cap / Sales 2.0 1.9 1.6 1.5
Price to Book Value 3.9 3.3 2.8 2.3
Solvency Ratios

Debt / Equity 1.6 1.2 1.0 0.7
Debt / EBITDA 35 3.1 2.5 1.8
Current Ratio 2.4 2.2 2.3 2.3

Source: Company, ICICIdirect.com Research
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ICICldirect.com coverage universe (Healthcare)

I-Direct CMP TP Rating M Cap EPS (3) PE(x) RoCE (%) RoE (%)
Code () () (xCr) FY16 FY17E FY18E FY19E FY16 FY17E FY18E FY19E FY16 FY17E FY18E FY19E FY16 FY17E FY18E FY19E
AjantaPharma  AJAPHA 1464 1,880 Buy 12884.1 110.0 56.6 58.2 69.8 133 259 252 210 462 418 335 321 373 332 268 256
Alembic Pharma  ALEMPHA 546 605 Hold 10293.0 383 212 217 283 143 258 252 193 516 259 209 236 451 21.2 188 209
Apollo Hospitals ~ APOHOS 1252 1,400 Buy 174157 132 128 165 333 948 975 757 376 66 60 67 108 53 49 53 109
Aurobindo Pharma  AURPHA 674 755 Buy 38680.0 339 383 37.1 421 199 176 181 160 233 248 196 199 281 239 19.0 179

Company

Biocon BIOCON 419 375 Hold 251190 7.7 103 75 134 543 405 561 312 93 114 95 155 115 128 87 139
Cadila Healthcare CADHEA 536 420 Hold 548214 150 13.7 149 20.1 358 391 359 267 267 134 150 185 286 202 189 21.3
Cipla CIPLA 566 470 Hold 455380 185 129 17.8 253 306 440 317 224 120 80 11.0 145 125 81 104 13.1
Divi's Lab DIVLAB 757 740 Hold 20096.0 415 397 430 461 182 191 17.6 164 305 251 236 222 257 197 185 173

Dr Reddy's Labs DRREDD 2751 2,610 Hold 45596.6 141.4 706 1023 146.1 195 390 269 188 153 6.1 101 139 192 95 124 154
Glenmark Pharma  GLEPHA 708 910 Buy 199705 322 469 405 483 220 151 175 146 162 192 164 177 21.2 259 185 18.2
Indoco Remedies  INDREM 209 180 Hold 19227 94 84 7.7 114 222 250 270 183 129 84 89 121 148 120 102 134
Ipca Laboratories ~ IPCLAB 482 525 Hold 60815 74 154 176 279 653 313 273 173 45 87 93 132 41 79 84 120

Jubilant Life JUBLIF 712 845 Buy 114380 26.0 36.1 443 591 274 197 161 120 120 133 148 176 142 168 173 19.0
Lupin LUPIN 1170 1,335 Buy 528314 504 566 514 665 232 207 228 176 178 166 138 16.0 203 189 150 168
Natco Pharma NATPHA 987 1,055 Buy 172103 9.0 278 206 203 109.2 355 479 485 16.0 336 229 203 122 295 187 16.2
Sun Pharma SUNPHA 586 550 Hold 1405239 234 290 203 255 250 202 289 230 186 198 135 150 18.0 19.0 120 134
Syngene Int. SYNINT 496 515 Hold 99220 11.1 143 145 185 435 336 331 260 141 168 164 188 21.6 203 174 18.2
Torrent Pharma TORPHA 1295 1,095 Hold 21921.1 110.9 55.2 451 57.7 11.7 235 287 225 465 189 158 17.7 537 215 155 17.2
Unichem Lab UNILAB 273 235 Hold 24853 123 120 11.8 16.6 222 228 232 164 138 120 11.0 139 117 105 95 120

Source: Company, ICICldirect.com Research
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ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICldirect.com assigns
ratings to its stocks according to their notional target price vs. current market price and then categorises them
as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional
target price is defined as the analysts' valuation for a stock.

Strong Buy: >15%/20% for large caps/midcaps, respectively, with high conviction;
Buy: >10%/15% for large caps/midcaps, respectively;

Hold: Up to +/-10%;

Sell: -10% or more;
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| Icict Securities Ltd. @3l Aemaune
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Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICIdirect.com Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

We /I, Siddhant Khandekar CA-INTER, Mitesh Shah MS (Finance) Harshal Mehta MTech (Biotechnology) Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views
expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the
specific recommendation(s) or view(s) in this report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, /inter alia, engaged in the business of stock brokering and distribution of financial products. ICIC| Securities
Limited is a Sebi registered Research Analyst with Sebi Registration Number — INHO00000990. ICICI Securities is a wholly-owned subsidiary of ICICI Bank which is India’s largest private sector bank and has its
various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are
available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and
other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their
relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant
solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior
written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also,
there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and
such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other
circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This
report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial
instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their
receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances.
The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial
positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate the investment risks. The
value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind
arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before
investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in
the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in
respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in
the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any
compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts
and their relatives have any material conflict of interest at the time of publication of this report.

It is confirmed that Siddhant Khandekar CA-INTER, Mitesh Shah MS (Finance) Harshal Mehta MTech (Biotechnology) Research Analysts of this report have not received any compensation from the companies
mentioned in the report in the preceding twelve months.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month
preceding the publication of the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report.

It is confirmed that Siddhant Khandekar CA-INTER, Mitesh Shah MS (Finance) Harshal Mehta MTech (Biotechnology) Research Analysts do not serve as an officer, director or employee of the companies
mentioned in the report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed 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, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities

described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to
observe such restriction.
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