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Torrent Pharmaceuticals results were below expectations as the company
reported Adjusted PAT of Rs 60.2 cr (net notional loss) as against the consensus
expectation of Rs 86.0 cr. Sales grew by 21% yoy at Rs 696.6 cr. Domestic
business is still sluggish which slowed down the overall growth of the company.

BSE Code 500420
NSE Code TORNTPHARM >
Bloomberg Code TPRIN
Market Cap (Rs cr) 4,654 >

Free Float (%) 28.5

Q3FY12 includes Rs 9.4 cr of licensing income in other operating income as
compared to Rs 0.6 crin Q3FY11 and Rs 9.6 cr in Q2FY12

The company reported notable growth of 35.8% yoy in international
business mainly driven by US business (67% yoy growth) and Brazil (27%
yoy growth). India business grew by mere 7.7% yoy because of weak acute

52- wk HI/Lo (Rs) 687/499 ) )
therapy sales. We expect domestic business to lag for one quarter before
Avg. volume BSE (Quarterly) 1,401 start picking up in Q1FY13.
Face Value (Rs) >0 5 EBITDA margin has declined to 17.4% in Q3FY12 (19% in Q2FY12 & 19.9% in
Dividend (FY 11) 160% Q3FY11) due to sluggish domestic revenue, forex loss (in other expenses),
Shares o/s (Crs) 8.5 and high employee cost. We expect EBITDA margins to improve from
Relative Performance 1Mth ~ 3Mth  1vr Q1FY13, as Q4 is a seasonally weak quarter for the company.
Torrent 3.2% -3.5%  -7.2%  » During the quarter, the company recorded Rs 18 cr of forex loss (in other
Sensex 8.6% -1.0%  -9.9% expenses). This is the realized forex loss as the company routes the MTM
120 adjustment to balance sheet after adopting the AS30 from 1% April’11. Net
- notional loss during the quarter was Rs 22.9 cr.
90 » The company filed three ANDAs during the quarter taking the cumulative
§§ filings to 65 out of which 31 are pending approvals. Torrent launched one
5‘;5_;“ - ol . o product (Olanzapine) in US and three new products in Brazil. It is expected

to launch another four products in Brazil in next six months.

Torrenl  ————Sonsax

Shareholding Pattern 31 Dec 11

Valuation & Recommendation

Promoters Holding 71.5

We are not making any changes in our model. We believe the company is still in
Instituti | (Incl. FlI 17.2 . , . . .
nstitutional (Incl. Fil) investment mode and haven’t started gaining the real benefits of its past
Corporate Bodies 3.9  investments yet.
Public & others 7.4 We believe there is limited downside risk from here. We continue to remain

bullish on the company.
At CMP, the stock is trading at a PE of 13.3x FY12E and 11.4.x FY13E EPS that
looks attractive. We recommend BUY on the stock with price target of Rs 725,

Runjhun Jain

Senior Research Analyst

022 3926 8177
runjhun.jain@nirmalbang.com

Year Growth EBITDA Margin Margin Adj EPS P/E EV/Sales
(%) (Rs cr) (%) (Rs cr) (%) (Rs) (x) (x)

potential upside of 32% from current levels.

FY 10A 1832.9 15.5 420.8 22.0 231.2 12.1 27.3 20.1

FY 11A 21219 15.8 409.2 18.4 270.1 12.1 31.9 17.2 2.1
FY 12E 2485.3 17.1 516.9 20.0 349.0 13.5 41.2 133 1.9
FY 13E 2880.6 15.9 599.7 20.0 408.8 13.6 48.3 11.4 1.6
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Torrent Pharmaceuticals Ltd

Quarterly Result
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Net Sales 675.5 644.0 .9% 554.8 21.8% Impacted because of lackluster domestic business
Includes Rs 9.4 cr of Licensing income v/s Rs 0.6 cr
Other Op. income 211 25.6 -17.7% 22.7 -7.3% in Q3FY11
Total Income 696.6 669.6 4.0% 577.5 20.6%
Cost of Materials 222.3 222.1 0.1% 177.1 25.5%
Personnel Exps 119.9 116.1 3.3% 97.9 22.5%
R&D Cost 34.9 31.7 10.1% 34.8 0.4%
Other exps 198.0 172.8 14.6% 152.8 29.6%
Total Expenses 575.1 542.7 6.0% 462.5 24.3%
EBITDA 121.5 126.9 -4.3% 115.0 5.6% Includes net forex loss of Rs 18 cr
margins (%) 17.4% 19.0% -8.0% 19.9% -12.4%
Depreciation 19.7 20.1 -1.8% 16.1 22.1%
PBIT 101.8 106.8 -4.7% 98.9 3.0%
Interest 0.2 2.9 -94.9% 3.5 -95.7%
Overall yields have gone up and some rupee debt
Other Income 2.3 4.3 -44.9% 1.8 28.6% has been repaid which reduced the interest cost
PBT 104.0 108.2 -3.9% 97.2 6.9%
Tax rate has declined because of commissioning of
Tax 20.1 21.2 -5.2% 20.3 -1.3%  Sikkim facility
Tax rate (%) 19.3% 19.6% 20.9%
PAT 83.9 87.0 -3.6% 76.9 9.1%
Minority Interest 0.7 0.8 0.0
EO items 22.9 11.5 0.0 Forex loss shifted to AS 30 from AS 11
PAT reported 60.2 74.7 -19.4% 76.9 -21.7%
margins (%) 8.6% 11.2% 13.3%
No of Shares 8.5 8.5 8.5
EPS 7.1 8.8 -19.4% 9.1 -21.7%
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Performance Ratio FY10A FY11A  FY12E  FY13E EERIEICXEETiE] 0.0 0.0 0.0 0.0

EBITDA margin (%) 22.0% 184% 20.0% 20.0% Loans & Others 10.4 49.3 -82.2 -79.5
EBIT margin (%) 18.5% 15.6% 17.1% 17.1%  CF from Financing -48.8 -29.4 -172.1 -184.7
PAT margin (%) 12.1% 12.1% 13.5% 13.6%  Net Chg. in Cash 158.3 90.5 -172.7 54.0
ROE (%) 27.8% 26.4% 27.2% 25.8%  Cash at beginning 230.0 388.3 478.8 306.1
ROCE (%) 18.5% 18.2% 21.1% 21.6%  Cashatend 388.3 478.8  306.1 360.1

Valuation Ratio FY10A FY11A FY12E FY13E gl Per Share Data FY10A FY11A FY12E FY13E

Price Earnings (x) 20.1 17.2 13.3 11.4 Adj EPS 27.3 31.9 41.2 48.3
Price/BV (x) 0.7 0.5 0.4 0.3 BV per share 98.2 120.8 151.4 187.3
EV / Sales 2.5 2.1 1.9 1.6 Cash per share 27.2 45.9 56.6 36.2
EV / EBITDA 114 11.6 9.4 7.9 Dividend per share 6.0 8.0 9.1 10.6

Financials
P&L (Rs. Cr) FY10A FY11A FY12E FY13E @l Balance Sheet (Rs Cr) FY10A FY11A FY12E FY13E
N Net Sales 1832.9 21219 2485.3 2880.6 Share Capital 42.3 42.3 42.3 42.3
% change 15.5% 158% 17.1% 15.9% Reserves & Surplus 788.7 980.1 1239.2 15428
H Other Op Income 83.1 104.5 99.1 118.0 Minority 0.0 1.6 1.6 1.6
o EBITDA 420.8 409.2 516.9 599.7 Net Worth 831.0 1024.0 1283.1 1586.7
N EBITDA margin 22.0% 18.4% 20.0% 20.0% Net Deferred Tax Liab 49.9 48.0 48.0 48.0
Depn & Amort 66.1 62.6 73.8 86.6  Total Loans 522.4 572.1 517.1 462.1
> Operating income 354.7 346.6 443.1 513.1 Total Liabilities 1403.3 1644.0 1848.2 2096.8
| Interest 16.5 121 27.2 24.5 Net Fixed Assets 541.1 635.5 827.2 953.7
m Other Income 9.0 8.1 15.0 16.0  Capital WIP 74.6 181.8 116.4 103.3
PBT 347.2 342.6 430.9 504.7  Adv for Capex 35.2 36.8 36.8 36.8
: Tax 116.0 72.5 81.9 95.9 Investments 141.2 146.0 146.0 146.0
: EO 0.0 0.0 0.0 0.0 Cash & Bank 388.3 478.8 306.1 360.1
m PAT 231.2 270.1 349.0 408.8 Debtors & Other CA 772.4 1055.8 1032.3 1189.4
Sh o/s - Diluted 8.5 8.5 8.5 85 CL&P 549.6 890.7 616.5 692.5
= Adj EPS 27.3 31.9 41.2 48.3 NetCA 611.1 643.9 721.9 857.0
m Cash EPS 35.1 393 50.0 58.5 Total Assets 1403.3 1644.0 1848.2 2096.8
Quarterly (Rs. Cr) Dec.10 Mar.11 June.11 Sept.11 | Cash Flow (Rs. Cr) FY10A FY11A FY12E FY13E
N Revenue 577.5 526.4 647.5 669.6  Operating Cash Flow
I EBITDA 115.0 64.5 153.1 126.9  Net Profit before tax 420.8 409.2 516.9 599.7
Dep & Amorz 16.1 16.7 20.2 20.1 Change in WC -1.7 429 -250.6 -81.2
Op Income 98.9 47.8 1329 106.8 Tax -70.5 -75.4 -81.9 -95.9
m Interest 3.5 2.8 4.1 2.9 CF from Operation 348.5 376.7 184.4 422.7
o Other Inc. 1.8 1.6 2.4 4.3  Investing Activities
m PBT 97.2 46.6 131.3 108.2  Capex -148.7 -260.1 -200.0 -200.0
U Tax 20.3 3.7 28.7 21.2 Oth Inc & Investments 7.3 33 15.0 16.0
MI & EO 0.0 0.0 1.5 12.3  CF from Investing -141.4 -256.8 -185.0 -184.0
Ql PAT 76.9 42.8 101.1 74.7  Financing
D EPS (Rs.) 9.1 5.1 11.9 8.8  Diviend Paid -59.2 -78.7 -89.8  -105.2
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Disclaimer:

This Document has been prepared by Nirmal Bang Research (A Division of Nirmal Bang Securities PVT LTD). The information, analysis and
estimates contained herein are based on Nirmal Bang Research assessment and have been obtained from sources believed to be reliable. This
document is meant for the use of the intended recipient only. This document, at best, represents Nirmal Bang Research opinion and is meant for
general information only. Nirmal Bang Research, its directors, officers or employees shall not in anyway be responsible for the contents stated
herein. Nirmal Bang Research expressly disclaims any and all liabilities that may arise from information, errors or omissions in this connection. This
document is not to be considered as an offer to sell or a solicitation to buy any securities. Nirmal Bang Research, its affiliates and their employees
may from time to time hold positions in securities referred to herein. Nirmal Bang Research or its affiliates may from time to time solicit from or
perform investment banking or other services for any company mentioned in this document.

Nirmal Bang Research (Division of Nirmal Bang Securities Pvt Ltd)
B-2, 301/302, Marathon Innova,
Opp. Peninsula Corporate Park
Off. Ganpatrao Kadam Marg
Lower Parel (W), Mumbai-400013
Board No : 91 22 3926 8000/8001
Fax:022 3926 8010
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