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SoTP based target price
Particular INR per share

Pharma business 17x FY17e EPS 1,523

PV of USD100m kept in escrow account by Mylan for tax purpose 68

USD40m to be received post resolution of Warning letter from Mylan 42

Target price 1,633
Source: Company, Antique

4QFY15 RESULT REVIEW

Strides Arcolab Limited
In line results; Excellent acquisition down under
Strides's 4QFY15 consolidated numbers were in line with expectations
excluding INR27mn of EBITDA loss of Stelis Biopharma.

Consolidated Sales at INR3405m, was flat YoY. Adjusted for one time
sales in 4QFY14 the YoY growth would have been 18%.
Consolidated EBITDA margin at 21% was around 103bps lower than
expected due to lower sales from Arthemether Lumefantrine (A+L) in Africa
and INR27mn of EBITDA loss of Stelis Biopharma.  Management indicated
that the A+L supplies are lumpy and differ QoQ.
Consolidated PAT was INR345mn was affected by no recognition of
INR87mn in other income due to investment in growth funds as per change
in accounting policies last year.

Regulated markets business growth driven by US
Regulated market business posted a sequential increase of 20.1% due to market share gain
in US. Also Strides has received higher sales from oral vancomycin during the quarter from its
partner compared to 3QFY15 which was impacted by lower sales from the same. Company
is selling all its major products in US except oral Vancomycin via its own front end. We expect
its US sales to further scale up with market share gains in Tacrolimus, Calcitriol, Buspirone,
Imiquimod, Nulytely, Methoxsalen and Combivir. We are expecting more limited competition
approvals like Lovaza and Avodart which will provide further fillip to its US sales. Integration
of Shasun will also increase the overall basket of its ANDAs.
Institutional business performance subdued
Institutional business sales witnessed a slowdown declining by 23.4% QoQ due to higher
sales of Arthemether Lumefantrine (A+L) in 3QFY15. Management indicated that these sales
are lumpy and differ QoQ. Institutional business contributed only 29% to its overall sales in
4QFY15. We expect a good growth in its institutional business in FY16 led by A+L as WHO
issues at Ipca's Antimalarial facility will prove beneficial for other qualified suppliers. The
Institutional business will also receive further fillip post integration with Shasun which will offer
them backward integration to win more ARV tenders.
Emerging markets business gains traction
Emerging markets business posted growth of 24.8% QoQ. The domestic business crossed
sales of INR1bn in FY15. Domestic sales include 6 months sales of acquired Bafna Pharma
business. Company has launched Sovaldi in India (currently sourced from Natco). However
they expect major traction once they receive final approval for their filing from DCGI. Strides
has also increase its sales force by 60% in Africa to 230. The sales will improve further with
improvement in sales productivity.
Acquires Australian assets of Aspen
Strides has acquired Australian assets for AUD380mn. The assets have sales and EBITDA
margin of AUD120mn and 31% respectively. The acquisition has come in at a reasonable
discount to the historical acquisitions in Pharma space at only 10.3xEV/EBITDA. We believe
that company will have to borrow USD200mn additional debt. We believe that it's a good
acquisition in a market wherein wholesaler-Pharma company relationships play a crucial
role, as the acquired asset has the third highest market share in the Australian generic market.

Current Reco : BUY
Previous Reco : BUY
CMP : INR1,171
Target Price : INR1,633
Potential Return : 39%

Market data
Sensex : 27,644
Sector : Pharma
Market Cap (INRbn) :  69.8
Market Cap (USDbn) :  1.1
O/S Shares (m) :  59.6
52-wk HI/LO (INR) : 1249/429
Avg Daily Vol ('000) :  1,298
Bloomberg : STR IN

Returns (%)
1m 3m 6m 12m

Absolute  11  32  59  151
Relative  10  38  63  124
Source: Bloomberg

Shareholding pattern
Promoters : 28%
FII : 35%
DII : 11%
Others : 26%
Source: Bloomberg

Valuation
FY15 FY16e FY17e

EPS (INR)  20.3  41.2  89.6
P/E (x)  52.4  25.8  11.8
P/BV (x)  5.5  3.5  2.6
EV/EBITDA (x)  26.5  12.5  7.5
DPS (INR)  105.0  33.1  11.7

Source: Bloomberg

Price performance vs Nifty

Source: Bloomberg

Source: Bloomberg
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Consolidated quarterly financials
INRm 4QFY15 4QFY14 YoY 3QFY15 QoQ Variance

(%) (%) (%)

Sales 3405 3400 0.1 3261 4.4 (1.4)

EBIDTA 714 561 27.3 654 9.2 (6.0)

EBIDTA margin 21.0 16.5 447 20.1 91 (103)

APAT 345 415 (16.9) (37.9)

Source: Company, Antique

Quarterly sales break-up
4QFY15 3QFY15 QoQ (%) 2QFY15 1QFY15

Regulated 1160 966        20.1 1093 1032

% sales 34.1 29.6 444 37.3 39.8

Institutional 983 1284       (23.4) 813 787

% sales 28.9 39.4 (1051) 27.8 30.3

Emerging 1262 1011        24.8 1022 777

% sales 37.1 31.0 606 34.9 29.9

Total 3405 3261          4.4 2928 2596
Source: Company, Antique
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Financials
Profit and loss account (INRm)
Year ended 31 Mar CY12 FY14 FY15e FY16e FY17e
Net Sales 23,073 13,410 12,211 36,967 50,195

Material costs 9,980 7,147 5,605 18,413 25,080

Employee cost 2,809 1,572 1,721 5,386 6,357

Other Expenses 4,931 2,457 2,345 6,561 7,636

Operating expenses 17,720 11,175 9,670 30,360 39,073

EBITDA 5,353 2,234 2,542 6,607 11,122

Depreciation 1,095 565 640 1,717 1,862

EBIT 4,258 1,669 1,901 4,890 9,259

Other income 583 602 133 701 771

Interest 1,934 1,089 474 1,507 1,298

PBT 2,907 1,183 1,560 4,084 8,732

Tax 1,021 3,245 352 790 1,564

Net profit 1,886 (2,062) 1,207 3,293 7,168

PAT from discontinued operations 19,995 7,491 0 0

APAT 3,072 1,183 1,207 3,293 7,168

Minority interest & prior period items 11 (0) 0 0 0

Net profits 3,061 1,183 1,207 3,293 7,168

AEPS  53.0  20.5  20.3  41.2  89.6

Balance sheet (INRm)
Year ended 31 Mar CY12 FY14 FY15e FY16e FY17e
Share capital 588 596 596 800 800

Reserves & surplus 19,674 9,472 10,599 16,655 22,888

Net Worth 20,263 10,068 11,194 17,455 23,688

Minority interest 719 757 757 758 758

Total borrowings 14,161 2,770 2,500 25,943 22,143

Other liabilities 287 44 44 215 215

Total liabilities 35,429 13,638 14,495 44,372 46,805

Gross block 18,239 8,039 8,539 25,284 26,484

Less: Acc. depreciation -4,976 -3,528 -4,168 -10,593 -12,456

Net block 13,264 4,511 4,371 14,690 14,028

CWIP 2,414 995 769 1,708 2,384

Others 16,919 1,061 1,061 14,882 14,882

Investments 1 4430 4430 4588 4588

Current assets 15,378 9,992 12,203 33,393 33,486

Inventories 4,423 1,760 2,077 6,419 7,092

Debtors 4,832 3,640 3,900 9,844 13,897

Cash and bank balances 1,657 2,311 4,963 12,940 8,306

Other current assets 1,872 136 111 474 474

Loans & Advances 2,592 2,145 1,154 3,717 3,717

Current liabilities 11,147 6,254 7,366 23,736 21,410

Provisions 1,399 1,098 974 1,152 1,152

Net current assets 2,831 2,640 3,864 8,505 10,924

Total Assets 35,429 13,638 14,495 44,372 46,805

Per share data
Year ended 31 Mar CY12 FY14 FY15e FY16e FY17e
No.of Shares (Mn)  58.8  59.6  59.6  80.0  80.0

BVPS (INR)  344.6  169.0  187.9  218.2  296.1

CEPS (INR)  70.7  29.3  31.0  62.6  112.9

DPS (INR)  2.0  505.2  105.0  33.1  11.7

Source: Company, Antique

Revenue Mix (INRm)
Year ended 31 Mar FY13 FY14 FY15e FY16e FY17e
Regulated 3,560 4,218 4,719 7,399 8,786
Emerging markets 2,180 2,736 3,132 3,821 4,585
Institutional 3,520 4,446 4,580 5,458 6,129
Total 9,260 11,400 12,430 16,678 19,500

Cash flow statement (INRm)
Year ended 31 Mar CY12 FY14 FY15e FY16e FY17e
Net profit  3,061  1,183  1,207  3,293  7,168
Depn and w/o  1,095  565  640  1,717  1,862
Change in working cap  (445)  (845)  (1,428)  (3,335)  7,052
Others  8,670  -  -  -  -
CF from operations (a)  1,344  2,593  3,022  8,346  1,978
Capital expenditure  508  (11,620)  274  17,683  1,876
Chg in investments and others  1  4,430  -  157  -
Others  7,557  (36,000)  (7,320)  4,361  -
CF from investing (b)  (8,065)  43,190  7,046  (22,201)  (1,876)
Free cash flow (a+b)  (6,722)  45,783  10,068  (13,856)  102
Equity raised/(repaid)  2  2  -  -  -
Debt  (11,504)  (11,391)  (270)  23,443  (3,800)
Dividend (incl. tax)  137  32,903  7,318  2,648  936
Others  21,541  305  -  1,208  -
CF from financing (c)  9,900  (43,989)  (7,587)  22,003  (4,736)
Net chg in cash (a+b+c)  3,179  1,794  2,481  8,148  (4,634)

Growth indicators (%)
Year ended 31 Mar CY12 FY14 FY15e FY16e FY17e
Revenue  (8.6)  (41.9)  (8.9)  202.7  35.8

EBITDA  9.7  (58.3)  13.8  160.0  68.3

PAT  54.9  (61.3)  2.0  172.8  117.7

AEPS  54.9  (61.3)  (1.1)  103.1  117.7

Valuation (x)
Year ended 31 Mar CY12 FY14 FY15e FY16e FY17e
PE (X)  20.0  51.8  52.4  25.8  11.8

P/BV (X)  3.0  6.1  5.5  3.5  2.6

EV/EBITDA (X)  15.2  31.4  26.5  12.5  7.5

EV/Sales (X)  3.5  5.2  5.5  2.2  1.7

Dividend Yield (%)  0.2  49.1  10.2  3.7  1.3

Financial ratios
Year ended 31 Mar CY12 FY14 FY15e FY16e FY17e
RoE  22.3  5.8  12.0  29.4  41.1

RoCE  9.5  (12.0)  10.2  27.2  17.1

Debt/Equity (x)  0.7  0.3  0.2  1.5  0.9

EBIT/Interest (x)  2.2  1.5  4.0  3.2  -

Margins (%)
Year ended 31 Mar CY12 FY14 FY15e FY16e FY17e
EBITDA  23.2  16.7  20.8  17.9  22.2

EBIT  18.5  12.4  15.6  13.2  18.4

APAT  13.3  8.8  9.9  8.9  14.3

Source: Company Antique
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Important Disclaimer:

This report has been prepared by Antique Stock Broking Limited (hereinafter referred to as ASBL) to provide information about the company(ies) and/sector(s), if any, covered in the report and may be distributed
by it and/or its affiliated company(ies).

ASBL is a Stock Broker and Depository Participant registered with and regulated by Securities & Exchange Board of India.

ASBL and its affiliates are a full-service, integrated investment banking, investment management, brokerage and financing group.

This report is for personal information of the selected recipient/s and does not construe to be any investment, legal or taxation advice to you. This research report does not constitute an offer, invitation or inducement
to invest in securities or other investments and ASBL is not soliciting any action based upon it. This report is not for public distribution and has been furnished to you solely for your general information and should
not be reproduced or redistributed to any other person in any form. This report does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs
of individual clients. Before acting on any advice or recommendation in this material, investors should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice.
The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any investments. Past performance is not a guide for future
performance, future returns are not guaranteed and a loss of original capital may occur.

We and our affiliates have investment banking and other business relationships with a some companies covered by our Research Department. Our research professionals may provide input into our investment banking
and other business selection processes. Investors should assume that ASBL and/or its affiliates are seeking or will seek investment banking or other business from the company or companies that are the subject of
this material and that the research professionals who were involved in preparing this material may educate investors on investments in such business. The research professionals responsible for the preparation of
this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting information. Our research professionals are paid on the profitability
of ASBL which may include earnings from investment banking and other business.

ASBL generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.
Additionally, ASBL generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member of any companies that the analysts cover. Our salespeople, traders,
and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary
trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing
among other things, may give rise to real or potential conflicts of interest. ASBL and its affiliated company(ies), their directors and employees and their relatives may; (a) from time to time, have a long or short position
in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation
or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with
respect to any recommendation and other related information and opinions.; however the same shall have no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations
made by the analyst(s) are completely independent of the views of the affiliates of ASBL even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report

Reports based on technical and derivative analysis center on studying charts company's price movement, outstanding positions and trading volume, as opposed to focusing on a company's fundamentals and,
as such, may not match with a report on a company's fundamental analysis. In addition ASBL has different business segments / Divisions with independent research separated by Chinese walls catering to different
set of customers having various objectives, risk profiles, investment horizon, etc, and therefore may at times have different contrary views on stocks sectors and markets.

Unauthorized disclosure, use, dissemination or copying (either whole or partial) of this information, is prohibited. The person accessing this information specifically agrees to exempt ASBL or any of its affiliates or
employees from, any and all responsibility/liability arising from such misuse and agrees not to hold ASBL or any of its affiliates or employees responsible for any such misuse and further agrees to hold ASBL or
any of its affiliates or employees free and harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays. The information contained
herein is based on publicly available data or other sources believed to be reliable. Any statements contained in this report attributed to a third party represent ASBL's interpretation of the data, information and/
or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the third party. This Report is not intended to be a complete
statement or summary of the securities, markets or developments referred to in the document. While we would endeavor to update the information herein on reasonable basis, ASBL and/or its affiliates are under
no obligation to update the information. Also there may be regulatory, compliance, or other reasons that may prevent ASBL and/or its affiliates from doing so. ASBL or any of its affiliates or employees shall not
be in any way responsible and liable for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. ASBL or any of its affiliates or employees do not
provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose,
and non-infringement. The recipients of this report should rely on their own investigations.

This report is intended for distribution to institutional investors. Recipients who are not institutional investors should seek advice of their independent financial advisor prior to taking any investment decision based
on this report or for any necessary explanation of its contents.

ASBL and it's associates may have managed or co-managed public offering of securities, may have received compensation for investment banking or merchant banking or brokerage services, may have received
any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company in the past 12 months.

ASBL and it's associates have not received any compensation or other benefits from the subject company or third party in connection with the research report.

Subject Company may have been a client of ASBL or its associates during twelve months preceding the date of distribution of the research report

ASBL and/or its affiliates and/or employees may have interests/positions, financial or otherwise of over 1 % at the end of the month immediately preceding the date of publication of the research in the securities
mentioned in this report. To enhance transparency, ASBL has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as endorsement of the views expressed in the report.

Antique Stock Broking Limited is under the process of seeking registration under SEBI (Research Analyst) Regulations, 2014.

There are no material disciplinary action that been taken by any regulatory authority impacting equity research analysis activities

Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the compensation of the research analyst(s) was, is, or will be
directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The research analysts, strategists, or research associates principally responsible for preparation
of ASBL research receive compensation based upon various factors, including quality of research, investor client feedback, stock picking, competitive factors and firm revenues

Disclosure of Interest Statement Companies where there is interest

 Analyst ownership of the stock - No

 Served as an officer, director or employee - No

Regional Disclosures (outside India)

This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to
law, regulation or which would subject ASBL & its group companies to registration or licensing requirements within such jurisdictions.

For U.S. persons only: This research report is a product of Antique Stock Broking Limited, which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s)  preparing
the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-
dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject
company, public appearances and trading securities held by a research analyst account. This report is intended for distribution by Antique Stock Broking Limited only to "Major Institutional Investors" as defined
by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient
of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted
onward to any U.S. person, which is not the Major Institutional Investor. In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order
to conduct certain business with Major Institutional Investors, Antique Stock Broking Limited has entered into a chaperoning agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").
Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.
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