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SHARE INDIA SECURITIES LIMITED

ALKEM LABORATORIES LTD.

Target: 3800 Upside: 13%

VALUE PARAMETERS

Face Value (Rs.) 2.00

EPS (TTM) 148.71 Our Recommendation: As per the present scenario of

52-Week High/Low 4070/2540 increasing demand for generic and specialty drugs in domestic

M.Cap (Rs. in Cr) 40,4804 and US markets, §trong financials, upcorping launch of piosimi.lar
products, we estimate the company will outperform in coming

P/E Ratio (TTM) 23.15 quarters. Thus, we recommend BUY in price range Rs. 3350-3400

Sector P/E 31.05 with target price 3800 (Upside 13%).

P/B Ratio (calcat CMP) 4.60

Dividend Yield (%) 0.87 Investment Rationale:

Book value/share 748 e Alkem is India’s leading generic and specialty pharmaceutical

companies. Alkem is a significant player in branded and generic
drugs segment. Company has wide ranging presence across acute
and chronic therapeutic segments with substantial brand share in
the Central Nervous System, Gastro-intestinal, Anti-diabetic, Anti-
osteoporosis, Anti-malarial, Cardiovascular, Imnmunosuppressants,
and Nutraceutical segments. Alkem is the leading player in Indian
market in Anti-infective and Pain Management segments.
Company has 20 manufacturing facilities at multiple locations in
India and the United States of America.

e The company has been the No. 1 in anti-infectives with 10%
market share player in India for over 15 years. It is the No. 3

SHAREHOLDING PATTERN

FINANCIAL PERFORMANCE

M Promoters

gastrointestinal and vitamins company in India. It is No. 5 in the
Indian Pharma Market (IPM) as on Mar-2020.

HFIIS

Company is the industry leader for Anti-Infectives in India and is
i DIIS expected to grow by 1.5x industry growth in the overall acute
& Public segment. The company can double its chronic business every 3

years on the back of growth in Cardiac and Anti-Diabetes segment.
CNS continues to remain a strong hold (Rank 5 in IPM).

33% of company’s revenue is generated via offshore sales with US
sales constitutes 28% of total sales. Alkem remains a significant
player in Acute therapies which has 76% contribution to total
sales. Therapy wise, Anti-infectives (35% of sales) is the largest
contributor to overall sales, followed by Gastrointestinal (19%)
and Vitamins (15%). Alkem has been industry leader in Anti-
Infectives.

ACTUAL FORECAST , .
Alkem Lab’s Consolidated December 2021 Net Sales at Rs
FY Mar-21 FYMar-22 | FYMar-23 2,618.98 crore, up 12.98% YoY basis from Rs. 2,318.05 crore in
Sales (Rs. m) 8850.5 10,320 11,330 December 2020. Quarterly Net Profit stood at Rs. 525.66 crore in
EBITDA (Rs. m) 2007.9 2030 2290 December 2021 up 16.56% from Rs. 450.96 crore in December
EBITDA margin 227 19.67 20.21 2020. EBITDA stands at Rs. 551.97 crore in December 2021 down
PAT (Rs. m) Te017 1790 1880 11.76% from Rs. 625.51 crore in December 2020. EPS has
- - increased to Rs. 43.96 in December 2021 from Rs. 37.72 in
EPS (Rs) 132.58 149 157 December 2020.
ROE 239 22.2 20
ROCE 22.55 19.1 17.5 Risks:
DPS 27.8 28 29

[J  Weak anti-infective season critical to growth.

[l Delay in ANDA approvals due to regulatory action.
[J  US FDA action about inspection.

[l Unfavorable price regulation by NPPA in India.

[J  Slower launch of biosimilar products.
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Financials and Valuations

Income Statement (Rs. ¢r)

FY16 FY17 FY18 FY19 FY20 FY21
Net Sales 5047.93 5852.5 6431.2 7357.2 8344.4  8850.5
Change (%) 33.2 15.9 9.9 14.4 134 6.1
Expenditure 4194.7 4853.6 5402.8 6240.1 6848.4  6842.6
EBITDA 853.3 999 1056.6 1117.1 1496 2007.9
EBITDA Margin (%) 16.9 17.1 16.4 15.2 17.9 22.7
Depreciation 93.3 101.2 143 193.2 234.8 274.6
EBIT 759.9 897.8 913.6 923.9 1261.2 17333
Interest. and Finance Expenses 71.2 45.2 55.3 54.6 65.1 58.9
Other Income 239.7 112 96 87.7 104.2 186.7
PBT before extraordinary expenses 928.4 964.6 954.2 957 1300.4 1861.1
Extraordinary expense Items 0 0 0 -2.3 -40.6 -19
PBT after extraordinary expenses 928.4 964.6 954.2 954.7 1259.8 1842.1
Current Tax 176.2 60 287.6 181 110.5 224.3
Tax Rate (%) 19.0 6.2 30.1 19.0 8.8 12.2
Less: Minority Interest 11.4 12.6 7.5 13.1 22.2 32.8
Reported PAT 740.9 892 630.9 760.6 1127.1 1585
Adjusted PAT 841.9 892 704 762.9 1140.7 1601.7
Change (%) 63.8 6.0 -21.1 8.4 49.5 40.4
Margin (%) 16.7 15.2 10.9 10.4 13.7 18.1
Balance Sheet (Rs. cr)

FY16 FY17 FY18 FY19 FY20 FY21
Equity Share Capital 23.9 23.9 23.9 23.9 23.9 23.9
Total Reserves 3668.1 4443.7 4839.9 5415.4 6136.8 7352.8
Net Worth 3692 4467.6 4863.8 5439.3 6160.7 7376.7
Minority Interest 95 115.2 121.6 132.6 148.3 181.3
Total Loans 5,876 6,539 8,920 9,026 16,628 17,336
Capital Employed 4375.6 5237.3 5879 6474.8 7971.7 9291.6
Net Fixed Assets 10,310 13,945 18,733 21,056 23,063 22,339
Goodwill on Consolidation 418.5 402.6 410.3 424.8 601.7 559.1
Capital WIP 172.4 299.3 381 493 363 393.3
Total Investments 508.6 553 444.3 323.6 261.4 332.8
Current Assets, Loans, and Advances 2887.8 32225 3901.2 4153.5 5478.4 6892.3
Inventory 909.4 120.6 1442.2 1500 1818.8 2312.4
Account Receivables 567.5 713.6 1080.5 1248.4 1649.4 1607.2
Cash and Bank Balance 780.9 399.3 576.8 661.6 1092.2 1990.5
Loans and Advances 630 903.6 801.7 743.7 918 982.2
Current Liability and Provisions 1158.9 1330.8 1786.6 17334 1971.6 2227.7
Account Payables 580.5 741.4 960.7 962.3 954.1 1069.4
Other Current Liabilities 390.8 362.8 551.7 443.6 610.8 670.9
Provisions 187.7 226.6 274.2 327.5 406.7 487.4
Net Current Assets 1728.8 1891.7 21145 2420.2 3506.8 4664.7
Deferred Tax assets 516.2 696.3 655.6 707.6 932.6 1107.9
Appl. of Funds 4375.6 5237.3 5879 6474.8 7971.7 9291.6
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Ratios

FY16 FY17 FY18 FY19 FY20 FY21
Basic (INR)
Efficiency Ratios
EPS 62.03 74.62 52.78 63.61 94.28 132.58
BV/Share 309 374 407 455 515 617
DPS 12.7 6.0 15.0 15.0 17.9 27.8
Payout (%) 24.7 9.7 343 28.5 22.5 24.9
EBITDA margin 16.9 17.1 16.4 15.2 17.9 22.7
Valuation (x)
P/E 22.03 29.58 37.46 27.54 24.70 20.91
P/BV 10.7 8.8 8.0 7.1 6.2 5.3
EV/Sales 7.8 6.8 6.0 5.2 4.6 4.5
EV/EBITDA 45.5 394 37.3 35.2 26.3 19.2
Dividend Yield (%) 0.4 0.2 0.5 0.5 0.5 0.9
Return Ratios (%)
RoE 22.47 22.18 13.69 15.02 19.82 23.9
RoCE 23.09 21.31 17.86 16.49 18.71 22.55
Working Capital Ratios
Asset Turnover (x) 1.3 1.2 1.3 1.3 1.1 1.35
Inventory (Days) 66 75 82 74 80 95
Debtor (Days) 40 45 61 62 72 66
Creditor (Days) 42 46 55 48 42 44
Leverage Ratio (x)
Debt/Equity ratio -0.1 0.1 0.1 0.0 0.1 0.0
Cash Flow Statement (Rs. cr)

FY16 FY17 FY18 FY19 FY20 FY21
Profit before Tax 928.4 964.6 926 954.7 1259.8 1842.1
Depreciation 93.3 101.2 143 193.2 252.8 274.6
Interest and Finance Charges -59.9 -59.2 -23.4 13.4 1.9 -31.2
Direct Taxes Paid -198.2 -264 -203.2 -251.1 -283.4 -400.7
(Inc.)/Dec. in Working Capital 10.1 -262.6 -573.2 -140.3 -647.2 -341.2
Cash Flow from Operations 773.7 480.1 269.2 769.8 583.9 1343.6
Others -47.8 -9 -3.2 9.8 1.2 -78.7
Cash Flow from Operations incl. EO 725.8 471.1 266 779.7 585.1 1264.9
(Inc.)/Dec. in FA -253.5 -634.4 -6,77 -5,26.9 -347.7 -184.5
Free Cash Flow 472.4 -163.3 -411 252.7 237.4 1080.5
Purchase/Sale of Investments 32,5 0 86.8 123.5 45.8 0.3
Others 407.4 348.4 233 87.1 -439.5 -814.4
Cash flow from Investments 186.4 -285.9 -357.2 -316.4 -741.4 -998.5
Inc./(Dec.) in Debt -671.4 12.1 357.4 -105.7 603.1 139.7
Interest Paid -71.3 -63.6 -55.3 -54.6 -65.1 -53.6
Dividend Paid -184.5 -86.3 -217.6 -218.6 -439.6 -334.8
Others 0 0 109.8 64.9 -19.3 -23
Cash flow from Financing Activity -9,27.3 -1,37.9 84.6 378.9 79.1 -271.8
Inc./Dec. in Cash -15.1 47.3 -6.6 84.3 -77.1 -5.4
Opening Balance 139.6 12.7 166.7 166.7 249 17.6
Add/(less) Forex diff. in Cash and Cash eq. 2.5 -7.7 6.7 -2 4
Closing Cash and Cash equivalent 127 166.6 166.7 249 176 170.5
Bank Balances 653.9 232.6 410.1 412.6 916.3 1819.9
Total Cash and Cash equivalent 780.9 399.2 576.7 661.6 1092.2 1990.5
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Financial story in charts

Anti-Infectives is the Alkem’s biggest

therapy drug, contributing 37% to sales. EBITDA & EBITDA margins
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Disclosure:

We, research team at Share India Securities Ltd. (SISL), 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. SISL has no material adverse disciplinary history as on the date of publication of this report. We also certify that no part of our compensation
was, is, or will be directly or indirectly related tothe specific recommendation(s) or view(s) in this report.

We state that Research Analyst or his/her relative or SISL may have any financial interest in the subject company. Also Research Analyst or his relative or SISL or its Associate may have beneficial
ownership of 1% or more in the subject company at the end of the month immediately preceding the date of publication of the Research Report.

Further, Research Analyst or his relative or SISL or its associate a) does not have any material conflict of interest at the time of publication of the research report; b) has not managed or co-
managed public offering of securities for the subject company in the past twelve months; c) has not received any compensation for investment banking or merchant banking or brokerage
services or for any other product/s or service/s or for any other reason whatsoever from the subject company in the past twelve months; d)has not received any compensation or other benefits
from the subject company or third party in connection with the research report; e) has not served as an officer, director or employee of the subject company; and f) has not been engaged in
market making activity for the subject company.

SISLis a SEBI Registered Research Analyst having registration no. INH100005011.

Disclaimer:

This report has been prepared by SISL and is meant for sole use by the recipient and not for circulation. The information and opinions contained herein have been compiled or arrived at, based
upon information obtained in good faith from sources believed to be reliable.

Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All such
information and opinions are subject to change without notice. This document is for information purposes only. Descriptions of any company or companies or their securities mentioned herein
are not intended to be complete and this document is not, and should not be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen or resident or located in any
locality, state, country orother jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject SISL or its affiliates
to any registration or licensing requirementwithin such jurisdiction.

If this report is inadvertently send or has reached any individual in such country, especially, USA, the same may be ignored and brought to the attention of the sender. This document may not
be reproduced, distributed or published for any purposes without prior written approval of SISL.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their value or price, or the income derived
from them. In addition,investors in securities such as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk.

It should not be considered to be taken as an offer to sell or a solicitation to buy any security. SISL may from time to time solicit from, or perform broking, or other services for, any company
mentioned in this mailand/or its attachments.

SISL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned
herein or (b) be engaged inany 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 orlender/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.

SISL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis
of this report,including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

SISL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or
purchase or otherdeals in these securities from time to time or may deal in other securities of the companies / organizations described in this report.

SISL is a Member of National Stock Exchange of India Limited (NSE), BSE Ltd (Bombay Stock Exchange), Multi Commodity Exchange of India Limited (MCX), National Commodity and Derivatives
Exchange Limited (NCDEX), Indian Commodity Exchange Limited (ICEX) and has Depository Participant affiliation with Central Depositories Services (India) Limited (CDSL). It is a SEBI registered
Portfolio Manager and SEBI registered Research Analyst[ SEBI Reg. No.:INB/F/E 231079832, INB/F/E 011079838, IN-DP-32-2015, AMFI Reg. No. ARN: 78041, SEBI Research Analyst Reg. No.:
INH100005011, CIN - L67120GJ1994PLC115132 ].
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