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Cadila Healthcare (Cadila) is one of India’s leading vertically integrated
pharmaceutical company. It manufactures finished dosage forms, active
pharmaceutical ingredients, animal healthcare products and wellness
products. US and India are the major markets for Cadila, with the former
contributing ~42% to FY16 revenues and the latter contributing ~31% toFY16

revenues.

Key Developments

Contribution of the US business to Cadila:

US business contribution to total sales has more than doubled in the last 4-5
years from 18.5% in FY10 to 42% in FY16. The company is present in the
generic pharmaceuticals market through its wholly owned subsidiary, Zydus
Pharmaceuticals (USA) Inc.US formulations business grew at 34.1% CAGR over
FY12-16 led by new launches coupled with price hikes in some of its products.

The company filed 30 more ANDAs (Abbreviated New drug Applications) with
the USFDA during FY16, taking the cumulative number of ANDA filings to 269.
It received approvals for 10 ANDAs during the year, taking the cumulative
number of ANDA approvals to 103.

Performance of the Indian business:

India, the second largest contributor to the consolidated revenues (31% of
total sales), grew at a CAGR of 11.6% over FY12-16. The company has a well-
diversified product portfolio with strong presence in key therapy areas of
cardiac, anti-infective, Gl, gynaec and respiratory. The company continues to
add new products to its portfolio and launched more than 40 new products (10
were first-in-India launches) in FY16.

Strengthening the branded generics portfolio in Emerging markets:
To ensure sustainable growth both in revenues and profits,Cadila is
continuously focusing on brand building and strengthening the branded
generics portfolio in Emerging markets (EMs). During FY16, it launched 8 new
products in different markets of Asia Pacific, Africa & MiddleEast. This included
the launch of “Pegihep” in Myanmar, the first biosimilar launch by the

company in EMs.

www.indbankonline.com

Cadila Healthcare Lid.

August 08, 2016
CADI.NS Bloomberg Code: CDH:IN
Market Data
CMP (Rs.) 377
Face Value 1.0
52 week H/L (Rs.) 453
Adj. all time High (Rs.) 295
Decline from 52WH (%) 16.9
Rise from 52WL (%) 27.7
Beta 0.3
Mkt. Cap (Rs.Cr) 38,564
Enterprise Value(Rs. Cr) 39,511
Fiscal Year Ended
FY14 FY15 FY16
Total revenue
7,224 8,651 9,838
(Rs.cr)
Adj. PAT (Rs.cr) 821 1,161 1,525
Share Capital
102 102 102
(Rs.Cr)
EPS (Rs.) 8.0 113 14.9
P/E (x) 47.0 33.2 25.3
P/BV (x) 2.2 9.1 7.2
ROE (%) 25.7 30.2 31.8
One year Price Chart
150
50
O T T T T T T T T T T T T 1
N 1 1D N 1N © VO O © VW VW W O
S S S B I B
W o B 29 c o5 5 >c 35 W
2802882228322
e CADILAHC NIFTY
Shareholding Jun16 Mar16 Diff.
Promoters (%) 74.8 74.8 -
Public (%) 25.2 25.2 -
Others (%) . _ -

B4 indbank@indbankonline.com

e 044 — 24313094 - 97




@ Indbank

Merchant Banking Services Ltd
(A Subsidiary of Indian Bank)

Cadila Healthcare Ltd.: Business overview
Cadila Healthcare (Cadila) is one Cadila Healthcare (Cadila) is one of India’s leading vertically integrated pharmaceutical
of India’s leading vertically company. It manufactures finished dosage forms, active pharmaceutical ingredients, animal
integrated pharmaceutical healthcare products and wellness products. US and India are the major markets for Cadila,
company. with the former contributing ~42% to FY16 revenues and the latter contributing ~31% to FY16
revenues.
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US business: key market for Cadila

US business contribution to total sales has more than doubled in the last 4-5 years from
18.5% in FY10 to 42% in FY16. The company is present in the generic pharmaceuticals

Cadila is on the verge of market through its wholly owned subsidiary, Zydus Pharmaceuticals (USA) Inc.

completing the remediation Interestingly, Zydus Pharma is ranked amongst the top 10 generic companies in the US

. based on prescriptions. US formulations business grew at 34.1% CAGR over FY12-16 led by
measures as it has already

price hikes in some of its products coupled with new launches. The company filed 30 more
ANDAs with the USFDA during FY16, taking the cumulative number of ANDA filings to 269.

It received approvals for 10 ANDAs during the year, taking the cumulative number of ANDA

received an  Establishment
Inspection Report (which
indicates  closure  of the
inspection points (483s)) from approvals to 103.
the USFDA. Approvals have been getting delayed primarily due to the warning letter issued by USFDA
for its Moraiya facility. However, Cadila is on the verge of completing the remediation
measures as it has already received an Establishment Inspection Report (which indicates
closure of the inspection points (483s)) from the USFDA. The company has already

completed site transfers for 12 products including major ones.
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India, the second largest
contributor to the consolidated
revenues (31% of total sales),
grew at a CAGR of 11.6% over
FY12-16.

Emerging markets contribute
5% to total revenue.
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Domestic business of the company

India, the second largest contributor to the consolidated revenues (31% of total sales), grew
at a CAGR of 11.6% over FY12-16. However, during FY14-15, growth got impacted due to
the discontinuation of few products & the NLEM impact. In FY16, Indian business grew by
10.8% despite the challenges in the form of lower growth of mature brands, fixed dose
combination (FDC) ban and extended NLEM list.

The company is a major player in the key therapy areas of Cardiology, Gynecology & Pain
Management. Similarly, it is also one of the prominent players in Gastro Intestinal,
Respiratory and Dermatological space. The company continues to add new products to its
portfolio and launched more than 40 new products (10 were first-in-India launches) in FY16.
This included the launch of Vaxiflu S and Tenglyn (Teneligliptin 20 mg tablets), the most
affordable gliptin for diabetics in India. Cadila is the first company in the world, which
launched Exemptia in FY15, world’s first biosimilar of Adalimumab, the world’s largest
selling therapy.
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Emerging markets business

Cadila operates across different markets of Asia Pacific, Africa and Middle East with
leadership position in several of these markets. Emerging markets (EMs) contribute 5% to
total revenues. During FY16, it has launched 8 new products in different markets of Asia
Pacific, Africa and the Middle East. This included the launch of “Pegihep” (Pegylated
Interferon alpha 2b) in Myanmar, the first biosimilar launch by the company in the
emerging markets.
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LATAM and European business’s contribution to Cadila

Latin America (LATAM) and Europe (EU) businesses contribute 5% to overall revenues. In

Latin America (LATAM) and these markets, growth has been declining over the past two years.

Europ.e (EV) businesses Brazil and Mexico are the major markets in LATAM for Cadila. In FY16, the company
contribute 5% to overall | hed 4 g i th R

revenues. aunched 4 new products in these markets.

During FY16, Cadila rationalized its product portfolio both in France and Spain by launching
the in-house products in these markets. The company launched 3 new products in France (2
from India) and 4 new products in Spain (all from India).
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Other businesses of Cadila

The company’s other businesses include consumer wellness and animal health. Zydus
Wellness Limited, a subsidiary of the company, operates in the consumer wellness space
and has three established brands namely Sugar Free (a low calorie sugar substitute),
EverYuth, a range of skincare products and Nutralite (a cholesterol free table spread).

In the veterinary business, the company ranks amongst the leading animal health
companies in India. Bremer Pharma (German subsidiary) runs the global animal health
business & has presence in over 50 markets across the world. The Company launched 8 new
products in India in FY 16
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The company’s JVs and alliances
contribute 6% to total revenues
& grew by 6.6% CAGR over
FY12-16.
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Performance of Cadila’s JVs (Joint Ventures) and alliances

The company’s JVs and alliances contribute 6% to total revenues & grew by 6.6% CAGR over
FY12-16. The company has tied up with various global pharma players (Takeda, Hospira, and
Bayer Schering Pharma) to manufacture a range of generic APIs covering various
therapeutic categories and oncology injectable products exclusively for the JV partners. In
FY16, the company received approval from the USFDA for 2 ANDAs and 1 NDA which were

filed on behalf of partners.
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APIs business of the company

The company’s APIs and intermediates’ business (4% of total sales)is the foundation for the
formulations business of the company globally as it ensures the uninterrupted supply of key
input materials in a timely and cost efficient manner. In FY16, the company filed 6 more
DMFs with the USFDA, taking the cumulative number of filings to 122.
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Balance Sheet (Consolidated) Profit & Loss Account (Consolidated)
Share Capital 102 102 102 Net revenue 7,224 8,651 9,838
Reserve and surplus 3,337 4,149 5,250 Expenses 6,024 6,896 7,455
Net Worth 3,439 4,252 5,352 EBITDA 1,200 1,756 2,383
Minority Interest 144 169 135 Depreciation 201 287 302
Total Debt 2,265 2,334 2,107 EBIT 999 1,468 2,081
- iabiliti 227 191 226
Other non-current liabilities Interest cost 90 68 49
i iabiliti 6,075 6,946 7,820
Total Equity & Liabilities Other Income 51 55 9
i 3,124 3,352 3,819
Net Fixed Assets Profit Before Tax 959 1,456 2,126
i 892 798 971
Capital WIP Tax 106 259 571
Goodwill - - R
Profit After Tax 853 1,197 1,555
Investments 87 154 266
Minority Interest 33 38 30
Net current assets 1,462 2,004 2,008
P/L from Associates - 2 -
Deferred tax assets (net) = = =
Adjusted PAT 821 1,161 1,525
Other non-current assets 511 637 756 )
i 172 104 25
Total Assets 6,075 6,946 7,820 E/o expense / (income) (172) (104) (25)
Reported Profit 649 1,057 1,500
Cash Flow (Consolidated) Key Ratios (Consolidated)
EBITDA Margin (%) 16.6 20.3 24.2
Net profit/loss before tax& EBIT Margin (%) L 2 L
L 942 1,446 2,124
extraordinary items NPM (%) 11.4 13.4 15.5
. ROCE (%) 18.1 24.2 30.3
Net cashflow from operating 1,049 979 2,068
activities ROE (%) 25.7 30.2 31.8
Net cash used in investing (584) (451) (978) EPS (Rs.) 8.0 11.3 14.9
activities P/E (x) 47.0 33.2 253
Net cash used from financing (529) (351) (953) BVPS(Rs.) 167.9 41.5 52.3
activities
P/BVPS (x) 2.2 9.1 7.2
Net inc/dec in cash and cash (64) 178 137 EV/EBITDA (x) 75 51 15.6
equivalents

Financial performance snapshot

Net sales of the company stood at Rs. 9,838 Crores in FY16, a growth of 13.7% as compared to Rs. 8,651 Crores in FY15. The operating
expenses of the company increased by 8.1% YoY to Rs. 7,455 Crores from Rs. 6,986 Crores during the year. The company’s EBITDA grew by
35.7% YoY to Rs. 2,383 Crores in FY16 from Rs. 1,756 Crores in FY15. EBITDA margin expanded by 393 bps to 24.2% in FY16 from 20.3% in
FY15. Adjusted profit increased by 31.4% to Rs. 1,525 Crores in FY16 from Rs. 1,161 Crores in FY15. The Adj. PAT Marginexpanded by 208 bps
to 15.5% from 13.4% during the above period.
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Disclaimer

@ All Rights Reserved

This report and Information contained in this report is solely for information purpose and may not be used as an offer document or solicitation
of offer to buy or sell or subscribe for securities or other financial instruments. The investment as mentioned and opinions expressed in this
report may not be suitable for all investors. In rendering this information, we assumed and relied upon, without independent verification, the
accuracy and completeness of all information that was publicly available to us. The information has been obtained from the sources that we
believe to be reliable as to the accuracy or completeness. While every effort is made to ensure the accuracy and completeness of information
contained, Indbank Limited and its affiliates take no guarantee and assume no liability for any errors or omissions of the information. This
information is given in good faith and we make no representations or warranties, express or implied as to the accuracy or completeness of the
information. No one can use the information as the basis for any claim, demand or cause of action.

Indbank and its affiliates shall not be liable for any direct or indirect losses or damage of any kind arising from the use thereof. Opinion
expressed is our current opinion as of the date appearing in this report only and are subject to change without any notice.

Recipients of this report must make their own investment decisions, based on their own investment objectives, financial positions and needs of
the specific recipient. The recipient should independently evaluate the investment risks and should make such investigations as it deems
necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document and should
consult their advisors to determine the merits and risks of such investment.

The report and information contained herein is strictly confidential and meant solely for the selected recipient and is not meant for public
distribution. This document should 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, duplicated or sold in any form.
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