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Weak performance, Outlook remains positive; Maintain buy

Stock Rating

DCAL Q1FY20 revenue came below our estimate at INR 5,219mn (est. INR5,461mn) Up 8.2% YoY BUY HOLD SELL
due to flat revenue growth from Carbogen Amcis AG with 52% contribution in Q1 revenues. CRAMS

India revenues grew by 28% YoY and accounted for 15% of the revenue. Carbogen Amcis BV reve- > 15% -5% to 15% <-5%
nues increased by 8.6% YoY on account of better sales of Vitamin D analogues and cholesterol.

EBITDA margins declined from 25% to 22.9% (est.26.1%) on a YoY basis led by compression in Sector Outlook Positive
gross margin (75% vs 77.1%) due to adverse product mix. PAT de-grew by 13.4% YoY to INR343mn, Stock

below our estimate of INR539mn due operationally weak performance. However, management kept CMP (INR) 165
their revenue growth guidance unchanged at 10%% YoY with EBITDA margin between 26%-27% for Target Price (INR) 313
FY20E. As we witnessed, better recovery in H2 in last two year, we expect this trend to continue this BSE code 540701
year as well with expected better commercial orders in Q3 and Q4. NSE Symbol DCAL
Order book & pipeline remain strong Bloomberg DCAL IN
Currently, the order book at Carbogen Amcis Switzerland stands at around US$75mn-US$80mn. Rka ters DSHM.BO
There are around 16-18 molecules in late Phase-3/early commercial development for the Dishman

Carbogen Group, of which around 50% into oncology. Revenues from the new custom synthesis facil- Key Data

ity in Switzerland are yet to commence and is expected to add about US$10-US$12mn in next 18 Nifty 10,829
months. 52WeekH/L(INR) 315/159
Valuation & Outlook Ofs Shares (Mn) 161
We expect a significant growth in earnings over the next couple of years (earnings CAGR of ~31.1% Market Cap (INR bn) %
in FY19-21E versus ~13.1% (incl. amortization of goodwill) in FY13-19), which will aid to generate Face Value (INR) 2
sizable cash flows. Apart from Niraparib, the visibility of new products has increased with 3 product Average volume

filings from customers, which will not only accelerate growth, but also de-risk earnings from block- 3 menths 155.640
buster products. The emerging signs of a recovery in Carbogen, robust prospects from Vitamin D 6 months 138:130
business, lower capex cycle, concentration on sweating off the assets and improving the financial

ratios like Debt/Equity and ROCE, give us confidence in its performance. Given its significant operat- 1 year 146,720
ing leverage, a pick-up in revenue growth can deliver significant earnings upside and trigger a re- Share Holding Pattern (%)

rating. We value the company at INR313 (14xFY21 earnings) and maintain our BUY rating on the

stock.

YE March (Rs. mn) FY17 FY18 FY19E FY20E FY21E

Revenue 17,137 16,948 20,586 22,592 26,145

Growth % % 1% 21% 10% 16% " Promoter  ®FII DIl ®Others
EBIDTA 4,534 4,380 5,519 6,391 7,721

Growth% 10% -3% 26% 16% 21% Relative Price Chart

Net Profit 1,472 1,546 2,103 2,674 3,613

Growth % -14% 5% 36% 27% 35% 400 4

Diluted EPS 9 10 13 17 22 3501

Growth % -14% 5% 36% 27% 35% 300

o

EBIDTA (%) 26% 26% 27% 28% 30% 45

NPM (%) 9% 9% 10% 12% 14% 100 , , , ,
RoE (%) 5% 3% 4% 5% 6%  Aug18 Nov-18 Feb9  May19  Aug-19
RoCE (%) 6% 4% 5% 6% 8% —DeAL — iy

P/E (x) 18.1 17.2 12.7 10.0 7.4

EV/EBITDA (x) 7.5 8.0 6.3 5.1 3.9 Research Analyst

P/BV (x) 0.6 0.5 0.5 0.5 0.4 Nikhil Shetty

Source: Company, BP Equities Research 82<2r1_i§1h5e;tg‘%§pwealth.com
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Dishman Carbogen Amcis Ltd Q1FY20 Quarterly Result

YE March (Rs. mn) chg,’,;’f% c,,:,'f;;(% Revenue came below our :
estimates due to flat growth

Net Sales 5,013 6,114 (18.0%) 4,487 11.7% in Carbogen Amcis

Other Operating Income 206 383 335 .

Fatal Revrta ™ AR

Less

Raw Material Cost 1,303 1,525 (14.6%) 1,102 18.2%

Operating & Manufacturing Expenses 786 1,234 (36.3%) 791 (0.6%)

Employee Cost 1,936 2,045 (5.3%) 1,721 12.5%

Loss on Foreign Exchange Loan 0 0 0.0% 0 0.0%

Total Expenditure 4,025 4,803 (16.2%) 3,615 11.3%

EBIDTA 1,194 1,694 (29.5%) 1,208 (1.1%)

Less: Depreciation 673 707 (4.8%) 541 24.3%

EBIT 522 987 (47.2%) 667 (21.7%)

Less: Interest 137.9 126.5 9.0% 147.0 (6.2%)

Add: Other income 78 198 61 28.2% S :

Profit before tax 462 1,059 (56.4%) 581 (204%)  iAdi- PAT came below our !

Adjusted Profit before Tax 462 1,059 (56.4%) 581 (20.4%)  :°Stimate led by operationally
: weak performance and High- :

Less: Total Tax 119 301 (60.5%) 184 (35.5%) er depreciation due to IndAS ;

Profit After Tax 343 758 (54.7%) 396 (13.4%) 116 adoption

Other comprehensive Income 0 0 0 i

Minority Interest 0 0 0 T ——————

Adjiisted Brofit After Tax g (B 7Yy g CRx et

Diluted EPS (Rs.) 2.1 47 (54.7%) 2.5 (13.4%)

Adjusted Diluted EPS 2.1 a7 (54.7%) 2.5 (13.4%)

Diluted No of Share (mn) 161.4 161.4 161.4

Change Change

Margin Analysis % in bps in bps

EBITDA margins adversely :

EBIT Margin % 10.0% 15.2% (520) 13.8% (383) " impacted by change in
NPM % 6.6% 11.7% (509) 8.2% (165) product mix, higher em-
Effective Tax Rate % 25.7% 28.4% (270) 31.7% (599) ployee cost due to addi-

Source: Company, BP Equities Research : tional scientists at the new

 Swiss building.
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Revenue grew by 8.2% (YoY) EBITDA growth was flat to negative by 1.1% (YoY)
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PAT growth declined by 13.4% (YoY) EBITDA and PAT margin trend
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Revenue by Segment (In mn)

Q1FY18 Q2FY18 Q3FY18 Q4FY18 Q1FY19 Q2FY19 Q3FY19 Q4FY19 Q1FY20

CRAMS - India 327 651 433 876 598 738 765 1305 767
YoY Growth % -22% -15% -21% 146% 83% 13% 77% 49.0% 28.3%
CRAMS - Carbogen Amcis 2061 2602 2683 2385 2644 2253 2368 3131 2632
YoY Growth % 2% 9% 52% -22% 28% -13% -12% 31% 0%
CRAMS - UK 80 114 187 115 132 284 207 283 375
YoY Growth % -41% 26% 19% 2% 65% 150% 10% 146% 184%
Carbogen Amcis BV** 474 501 494 494 669 559 671 818 726
YoY Growth % -24% -18% -18% -13% 41% 12% 36% 65.7% 8.6%
Others 443 442 512 655 445 491 263 577 512
YoY Growth % -3% 5% 4% -16% 0% 11% -49% -12% 15%
Total 3,385 4,308 4,309 4,525 4,488 4,325 4,274 6,114 5,013

Source: Company, BP Equities Research, ** Carbogen Amcis BV is Dishman Netherlands

Revenue Mix (%)

Q1FY18 Q2FY18 Q3FY18 Q4FY18 Q1FY19 Q2FY19 Q3FY19 Q4FY19 Q1FY20

CRAMS - India 10% 15% 10% 19% 13% 17% 18% 21% 15%
CRAMS - Carbogen Amcis 61% 60% 62% 53% 59% 52% 55% 51% 52%
CRAMS - UK 2% 3% 4% 3% 3% 7% 5% 5% 7%
Carbogen Amcis BV** 14% 12% 11% 11% 15% 13% 16% 13% 14%
Others 13% 10% 12% 14% 10% 11% 6% 9% 10%
Total 100% 100% 100% 100% 100% 100% 100% 100% 100%

Source: Company, BP Equities Research, ** Carbogen Amcis BV is Dishman Netherlands

Institutional Research BP Equities Pvt. Limited (www.bpwealth.com) 26/08/2019 4

BP Equities reports are also available on Bloomberg [BPEQ <GO>]



B

BP WEALTH

Dishman Carbogen Amcis Ltd Result Update Q1FY20

Profit & Loss Alc ( Consolidated)

YE March (Rs. mn) FY16 FY17 FY18 FY19E FY20E FY21E
Revenue 15,961 17,137 16,948 20,586 22,592 26,145
Growth % 0.5% 7.4% -1.1% 21.5% 9.7% 15.7%
Total Operating Revenue 15,961 17,137 16,948 20,586 22,592 26,145
Growth % 0.5% 7.4% -1.1% 21.5% 9.7% 15.7%
Less:

Raw Material Consumed 3,363 3,293 3,369 4,038 4,254 4,775
Employee Cost 5,355 5,960 6,254 7,146 7,686 8,717
Other Expenses 3,139 3,350 2,944 3,883 4,261 4,931
Total Operating Expenditure 11,857 12,603 12,568 15,067 16,201 18,423
EBIDTA 4,103 4,534 4,380 5,519 6,391 7,721
Growth % 31.2% 10.5% -3.4% 26.0% 15.8% 20.8%
Less: Depreciation 1,091 2,135 2,114 2,404 2,473 2,543
EBIT 3,013 2,399 2,266 3,115 3,918 5,179
Growth % 86.0% -20.4% -5.5% 37.5% 25.8% 32.2%
Interest Paid 944 490 488 566 517 469
Non-operating Income 265 261 530 538 591 684
Profit Before tax 2,334 2,170 2,308 3,088 3,991 5,393
Tax 624 707 762 985 1,317 1,780
Net Profit before Minority 1,710 1,463 1,546 2,103 2,674 3,613
Minority Interest 0 0 0 0 0 0
Net Profit 1,711 1,472 1,546 2,103 2,674 3,613
Adjusted Profit 1,711 1,472 1,546 2,103 2,674 3,613
Reported Diluted EPS Rs 10.6 9.1 9.6 13.0 16.6 22.4
Growth % 42.8% -14.0% 5.0% 36.1% 27.1% 35.1%
Adjusted Diluted EPS Rs 10.6 9.1 9.6 13.0 16.6 22.4
Growth % 42.8% -14.0% 5.0% 36.1% 27.1% 35.1%

Source: Company, BP Equities Research

Cash Flows ( Consolidated)

YE March (Rs. Mn) FY16 FY17 FY18 FY19E FY20E FY21E
PAT 1,711.1 1,472.1 1,545.7 2,103.3 2,673.9 3,613.3
Less: Non Operating Income (265.4) (261.3) (530.2) (538.2) (590.6) (683.5)
Add: Depreciation 1,090.6 2,135.0 2,114.2 2,403.8 2,473.2 2,542.6
Add: Interest Paid 944 .4 490.1 488.3 565.5 517.4 469.4
Operating Profit before Working Capital Changes 3,480.7 3,835.9 3,618.0 4,534.4 5,073.9 5,941.8
(Inc)/Dec in Current Assets (274.1) (2,626.0) (1,734.4) 832.3 (654.6) (1,501.8)
Inc/(Dec) in Current Liabilities (1,686.5) 793.9 1,757.0 (1,061.9) 185.6 1,053.6
Changes in Inventory (348.5) 565.3 (579.8) (640.6) (534.6) (946.8)
Net Cash Generated From Operations 1,171.6 2,569.1 3,060.8 3,664.2 4,070.3 4,546.9
Cash Flow from Investing Activities

(Inc)/Dec in Fixed Assets (2,368.4) (36,958.7) (4,341.3) (3,039.7) (2,000.0) (2,000.0)
(Inc)/Dec in Capital Work In Progress 564.1 (361.3) 25.3 (243.3) 0.0 0.0
(Inc)/Dec in Investment (Strategic) 0.0 (113.5) (203.6) 3171 0.0 0.0
(Inc)/Dec in Investment (Others) (355.7) 64.2 (879.9) (418.5) (337.9) (598.3)
Add: Non Operating Income 265.4 261.3 530.2 538.2 590.6 683.5
Net Cash Flow from/(used in) Investing Activities (1,895.5) (37,300.1) (5,492.8) (3,306.4) (1,747.2) (1,914.8)
Cash Flow from Financing Activities 0.0 0.0 0.0 0.0 0.0 0.0
Inc/(Dec) in Total Loans 1,260.5 1,523.9 1,256.6 (140.5) (508.0) (321.5)
Inc/(Dec) in Reserves & Surplus 805.9 32,180.1 1,387.8 646.6 0.0 0.0
Inc/(Dec) in Equity 0.0 161.4 0.0 0.0 0.0 0.0
Dividend Paid (322.7) (193.7) 0.0 (32.3) (161.4) (161.4)
Less: Interest Paid (944.4) (490.1) (488.3) (565.5) (517.4) (469.4)
Adjustments 236.9 1,801.3 92.6 (0.0) 0.0 (0.0)
Net Cash Flow from Financing Activities 983.9 34,982.9 2,248.7 (91.7) (1,186.9) (952.3)
Net Inc/Dec in cash equivalents 260.0 251.9 (183.3) 266.1 1,136.2 1,679.8
Opening Balance 362.0 622.0 873.9 690.6 956.7 2,092.9
Closing Balance Cash and Cash Equivalents 622.0 873.9 690.6 956.7 2,092.9 3,772.7

Source: Company, BP Equities Research
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Balance Sheet ( Consolidated)

YE March( Rs. mn) FY16 FY17 FY18 FY19E FY20E FY21E
Liabilities

Equity Capital 161 323 323 323 323 323
Share application money pending allotment 0 0 0 0 0 0
Reserves & Surplus 14,359 47,817 50,751 53,468 55,981 59,432
Equity 14,520 48,140 51,073 53,791 56,303 59,755
Preference Share Capital 0 0 0 0 0 0
Net Worth 14,520 48,140 51,073 53,791 56,303 59,755
Minority Interest

Others 1,579 3,065 3,590 3,807 4,049 4,478
Total Loans 8,413 8,451 9,183 8,825 8,075 7,325
Capital Employed 24,512 59,656 63,846 66,423 68,428 71,558
Assets

Gross Block 24,912 61,871 66,212 69,252 71,252 73,252
Less: Depreciation 9,462 13,398 15,605 18,009 20,482 23,025
Net Block 15,450 48,473 50,607 51,243 50,770 50,227
Capital WIP 854 1,215 1,190 1,433 1,433 1,433
Long Term Loans & Advances 2,233 2,169 3,049 3,467 3,805 4,403
Intangible assets under development 0 114 317 0 0 0
Non Current Investments 250 443 1,066 1,526 1,526 1,526
Current Assets

Inventories 4,831 4,266 4,846 5,486 6,021 6,968
Sundry Debtors 1,523 2,856 4,444 4,453 4,887 5,655
Cash and Bank Balance 622 874 691 957 2,093 3,773
Loans and Advances 3,057 3,612 3,354 3,284 3,392 3,925
Other Current Assets 984 1,723 1,183 1,159 1,272 1,471
Total Current Assets 11,018 13,331 15,461 15,536 17,861 21,990
Less: Current Liabilities & Provisions

Sundry Creditors 870 856 1,859 1,946 2,092 2,379
Provisions 799 659 826 193 3,604 4,171
Other Current Liabilities 3,625 4,572 5,159 4,643 1,272 1,471
Total Current Liabilities & Provisions 5,293 6,087 7,844 6,782 6,968 8,021
Capital Applied 24,512 59,656 63,846 66,423 68,428 71,558

Source: Company, BP Equities Research

Key Ratios ( Consolidated)

YE March (Rs. mn) FY16 FY17 FY18 FY19E FY20E FY21E
Key Operating Ratios

EBITDA Margin (%) 25.7% 26.5% 25.8% 26.8% 28.3% 29.5%
Tax / PBT (%) 26.7% 32.6% 33.0% 31.9% 33.0% 33.0%
Net Profit Margin (%) 10.7% 8.6% 9.1% 10.2% 11.8% 13.8%
RoE (%) 12.7% 4.7% 3.1% 4.0% 4.9% 6.2%
RoCE (%) 14.7% 6.1% 3.9% 5.2% 6.3% 8.1%
Current Ratio (x) 2.1x 2.2x 2.0x 2.3x 2.6x 2.7x
Dividend Payout (%) 21.9% 13.2% 0.0% 1.5% 6.0% 4.5%
Book Value Per Share (Rs.) 90.0 298.3 316.4 333.3 348.8 370.2
Financial Leverage Ratios

Net Debt/ Equity (x) 0.5 0.2 0.2 0.1 0.1 0.1
Interest Coverage (x) 4.3x 9.3x 9.0x 9.8x 12.4x 16.5x
Interest / Debt (%) 12.0% 5.8% 5.5% 6.3% 6.1% 6.1%
Growth Indicators %

Growth in Gross Block (%) 10.5% 148.4% 7.0% 4.6% 2.9% 2.8%
Sales Growth (%) 0.5% 7.4% (1.1%) 21.5% 9.7% 15.7%
EBITDA Growth (%) 31.2% 10.5% (3.4%) 26.0% 15.8% 20.8%
Net Profit Growth (%) 42.8% (14.0%) 5.0% 36.1% 271% 35.1%
Diluted EPS Growth (%) 42.8% (14.0%) 5.0% 36.1% 271% 35.1%
Turnover Ratios

Debtors Days 35 61 96 79 79 79
Creditors Days 27 25 54 47 47 47
Inventory Days 110 91 104 97 97 97
Source: Company, BP Equities Research
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Disclaimer Appendix

Analyst (s) holding in the Stock : Nil

Analyst (s) Certification:

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our
personal views about any and all of 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. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities).

General Disclaimer

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation
would be illegal.

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd or any
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvert-
ent error in the information contained in this report. BP EQUITIES Pvt. Ltd. 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.

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction.
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