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A Multibagger Idea from the bag of…..       


�                                                 Date: 21/05/2011








About Company: Incorporated in 1995, Cadila Healthcare Limited an Indian pharma company is a part of the Zydus Cadila Group. The company operates in areas of active pharmaceutical ingredients (API). It has in-licensing arrangements with international players like Bayer, Schering Pharma, Nycomed, Baxter, Boehringer Ingelheim, Genzyme etc. Cadila is the sixth largest company in the Indian Pharma sector with 3.9% market share. The chronic segment accounts for 26% of total domestic business with largest contribution from cardio-vascular therapy (CVS), where Cadila has leading market share of 6.1% after Sun Pharma and Ranbaxy. 


Investment Fundas @ Cadila Healthcare:


Cadila is creating strong base in US market with a built of USD 210 mn solid franchise which recorded a CAGR of 80% over FY06-11.





Cadila cash from operations increased by 41% y-o-y basis and the company maintains low debt/equity ratio at 0.5 with 4% y-o-y marginal reduction in interest expenses in FY11.





Revenues for Cadila stood at 1168.9Cr for Q4FY11, up by 43.3% y-o-y on back of strong growth in branded formulation space, US market and Hospira JV business.





EBITDA recorded at 228 Cr for Q4FY11 was up by 27% y-o-y. However margins contracted by 320 bps q-o-q on the back of increased expenditure. Raw material cost rose by 85% y-o-y due to increased input costs for consumer products.


Zydus Hospira, a JV for oncology injectable plans to produce 6 oncology products for which it has commenced commercial supplies from EU markets.


Cadila is one of the most profitable business models in the industry and has made several strategic alliances with strong global partners which build a good base for future growth.


Concerns @ Cadila Healthcare: Cadila international market constitutes ~60% of total sales. Therefore volatility in currency could impact company profitability. Hospira JV supply of generic Taxotere and Gemzar to the US markets has shown robust growth in sales figures of Cadila in the recent quarter. However lower offtake of Hospira for these products could impact the company revenues and earnings.


Valuation @ Cadila Healthcare: At the CMP of Rs 887, Cadila Healthcare is trading at 20.63x its FY12 EPS of 43.09 and 17.09x its FY13 EPS of 51.9. In a high risk environment where high interest rates are a concern, Pharma is a safer sector and in this Cadila is one of the best in terms of management, product profile and profitability. 























Industry: Biotech & Pharma


Buy: Cadila Healthcare


CMP: 887


Target (1): 930.00


Target (2): 1150.00


Duration: 12 Month


RIM Cell: Value Pick


BSE Code: 532321


NSE Code: CADILAHC


Market Cap (Rs.Cr.): 18,230.58


Face Value: Rs. 5


EPS: 29.81


(P/E): 29.87


(P/BV): 14.81


Dividend (%): 125 (6/05/2011)


Corporate Holding @ Cadila Healthcare:


Promoter Holding�
74.79%�
�
Institutional Holding�
18.69%�
�
Other Investor�
4.91%�
�
52 week (High/Low):986/581
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