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Sanofi India Ltd. 

Company Information 

BSE Code 500674 

NSE Code SANOFI 

Bloomberg Code SANL IN 

ISIN INE058A01010 

Market Cap (Rs. Cr) 9902 

Outstanding shares(Cr) 2.3 

52-wk Hi/Lo (Rs.) 4675 / 3086 

Avg. daily volume (1yr. on NSE) 11,088 

Face Value(Rs.) 10 

Book Value 643.7 

Company Overview 

Sanofi India Ltd. (Sanofi) is a 60.4% subsidiary of Hoechst, 

Germany (subsidiary of Sanofi SA). Sanofi India Ltd (Sanofi India) 

is an active pharmaceutical ingredient (API) and formulations 

manufacturer with major focus on key therapeutic areas viz. 

cardiovascular diseases, metabolic disorders, thrombosis, 

oncology, central nervous system disorders, internal medicine 

and vaccines. The company has manufacturing plants in 

Ankleshwar (Gujarat) and Verna (Goa). 

Investment Rationale 

Revoke of drugs price under control 

During second half of 2014 the company’s sales were impacted 

due to National Pharmaceutical Pricing Authority (NPPA) order 

which has brought 80 formulations pertaining to 50 drugs under 

price control. This severely impacted the company’s financial 

performance as five of its major products which contribute ~26% 

to its revenue came under price control. The company was 

estimated to suffer a value loss of Rs. 120cr on an annualized 

basis. However, on the positive side the government has revoked 

the order, which should aid a recovery in the domestic 

formulation sales of the company, going forward. 

Exports to drive growth 

Over the years (CY 12-14), company has been witnessing strong 

export growth given the strategy of shifting production from 

overseas assets to the India unit. Sanofi derives ~27% of its 

revenues from export of API and formulations to global locations 

including Hong Kong, Singapore, Thailand, Malaysia, Australia, 

Russia and the CIS. The company has commenced the 

manufacture and exports of floctafenine API to the parent 

company. Sanofi exported 8,00,000 Allstar insulin reusable (over 

80% of the manufactured) pens in CY14. Going ahead the 

company is expected to enter new geography with better product  

 

December 01, 2015 

Recommendation Buy 

Closing price  Rs. 4300 

Target price  Rs. 5060 

Potential upside 18% 

Relative performance chart (one year) 

In Rs. Cr. CY13 CY14 CY15E CY16E 

Net Sales 1808.9  1977.5  2301.8  2670.1  

Growth (%) 15.0  9.3  16.4  16.0  

EBITDA 397.9  338.9  478.8  614.1  

EBITDA Margin (%) 22.0  17.1  20.8  23.0  

Net Profit 239.8  197.1  283.1  387.2  

PAT Margin (%) 13.3  10.0  12.3  14.5  

EPS (Rs) 115.1  114.5  122.9  168.1  

Source: Bloomberg, Ashika Research 
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Investment Rationale Cont… 

portfolio which will increase its export revenue and due to this export is expected to 

grow at 25% CAGR in coming years. 

New project for rural area 

In order to increase its market share in the domestic segment, the company has rolled 

out a project - Prayas, an initiative to increase its penetration in small towns and rural 

areas. Under the project, the company would launch low priced products in the anti-

infective and NSAID therapeutic segments and increase its field force. The move is to 

indirectly help medical representatives of sanofi- aventis & gain better access and 

intimacy with doctors in rural areas and small towns. Later, the company will rope in 

non-government organisations (NGOs) and local governments through a 

publicprivate- partnership (PPP) model to help the poor in rural India to access quality 

medicines. The project is expected to provide incremental revenue of Rs. 500cr over 

the next five years. 

Balance sheet remains strong 

Company’s strong growth is backed by its strong balance sheet which is helped by 

strong operating performance. Despite of several big acquisitions by the company, the 

balance sheet of the company is debt free, thus providing room for sanofi to expand 

its operations further. Decent operating cashflows and moderate revenue & earnings 

growth over the years has supported the balance sheet. Sanofi is a cash-rich debt-free 

company, with cash/share of Rs144, and is poised for strong growth in coming years. 

Thus, it is expected that the strong balance sheet of the company would provide 

greater flexibility to grow through the inorganic route without leveraging its balance 

sheet. 

Healthy Dividend Payout Ratio 

Sanofi has a track record of distributing a large chunk of company’s profits as 

dividend. The company is consistent in paying out dividend to its investors. Over the 

years the company has maintained a healthy dividend payment of 400% of its face 

value. The Payout Ratio for the company stands at 46% for CY12, 42% for CY13, 43% 

for CY14. These dividends give an add-on to investors return and are also tax exempt. 

In CY15 the company has already given a dividend of 180% of its face value and 

moreover the company is likely to declare special dividend from the sale of its 

Andheri property. We hope that Sanofi with huge potential to grow will continue to 

pay its surplus money as dividend. 

Result Analysis 

Sanofi’s Q3CY15 results have come in marginally higher than expectation. The 

company posted a 13.4% YoY growth in revenues to Rs. 553cr with the secondary 

sales (AIOCD) which showed good growth (13% growth). Sanofi’s top 15 brands 

contributed ~65% to revenues and ~27% of its revenues from exports of API, 

formulations and insulin pens. On the operating front, the gross margin came in at 

52.0% against 48.2% in Q3CY14. The expansion in the gross margins came on the 

back of price hikes. The OPM came in at 19.7% against 15.7% in Q3CY14 basically 

due to decrease in raw material cost by 370bps YoY. Consequently, the PAT came in at 

Rs. 72.5cr, a YoY growth of 16.9% despite of lower other income, higher depreciation 

and tax. It is expected that revenue growth to sustain in the coming quarters with 

improvement in volumes along with likely price hikes in DPCO products. 
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Key Risks  

 Additional brands coming under price control. 

 As the company derives ~27% of its revenue from export, hence Slowdown in 

exports or any volatility in domestic currency could pose risk for the company. 

 Pharmaceutical companies are operating in highly regulated sector, thus any 

adverse regulatory setback from developed countries could have severe impact 

on its earnings. 

 Inability of the company to launch products in developed market could also 

impede long term growth outlook for the company. 

Valuation 

A strong marketing presence in India, strategy to aggressively invest in growth, and 

strong presence in fast growing segments (diabetes and CVS) make Sanofi one of the 

most promising MNC pharma companies in India. Strong MNC parentage provides 

access to innovative products and new product introductions from parent company 

improves the earning visibility. Strong growth of exports over CY12-14 seems 

sustainable given the strategy of shifting production from overseas assets to the India 

unit. Recovery in margins due to price hikes in key brands is expected to drive its 

earnings over next few years. Going ahead, high growth in brands like Lantus, Frisium 

and Targocid, new product launches, good growth on exports front and price hikes for 

products are expected to drive topline growth and improve margin for Sanofi. The 

reduction in crudebased chemicals and solvent prices would aid margin improvement. 

At current price, the scrip is trading at P/E multiple of 25x on FY17E earnings. 

Historically the company has been valued at average P/E of ~35x. Given the attractive 

valuation, we recommend our investors to BUY the scrip with target price of Rs 5060, 

from 12-18 months investment perspective. 
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Disclosure 
  
The Research Analysts and /or Ashika Stock Broking Limited do hereby certify that all the views expressed in this research report accurately reflect their 
views about the subject issuer(s) or securities. Moreover, they also certify the followings: 
 The Research Analyst or Ashika Stock Broking Limited or his/its Associates or his/its relative, has any financial interest in the subject company(ies) 

covered in this report. No 
 The Research Analyst or Ashika Stock Broking Limited or his/its Associates or his/its relative, have actual/beneficial ownership of 1% or more in the 

subject company, at the end of the month immediately preceding the date of the publication of the research report. No 
 The Research Analyst or Ashika Stock Broking Limited or his/its Associates or his/its relatives has any material conflict of interest at the time of 

publication of the research report. No 
 The Research Analyst or Ashika Stock Broking Limited or his/its Associates have received compensation for investment banking or merchant banking or 

brokerage services or for product other than for investment banking or merchant banking or brokerage services from the companies covered in this 
report in the past 12 months. No 

 The Research Analyst or Ashika Stock Broking Limited or his/its Associates have managed or co managed in the previous 12 months any private or 
public offering of securities for the company(ies) covered in this report. No 

 The Research Analyst or Ashika Stock Broking Limited or his/its Associates have received any compensation or other benefits from the company(ies) 
covered in this report or any third party in connection with the Research Report. No 

 The Research Analyst has served as an officer, director or employee of the company(ies) covered in the research report. No 
 The Research Analyst or Ashika Stock Broking Limited has been engaged in Market making activity of the company(ies) covered in the research report. 

No 
  
Disclaimer 
  
This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. Ashika 
Stock Broking Ltd. is not soliciting any action based upon it. This report is not for public distribution and has been furnished to you solely for your 
information and should not be reproduced or redistributed to any other person in any form. The report is based upon information that we consider 
reliable, but we do not represent that it is accurate or complete, and it should not be relied upon such. Ashika Stock Broking Ltd. or any of its affiliates or 
employees shall not be in anyway responsible for any loss or damage that may arise to any person from any inadvertent error in the information 
contained in this report. Ashika Stock Broking 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. 


