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As on Aug 17, 2010. Going strong: Bilcare’s earnings marginally missed our estimates, mainly on account

Market Price (17/08/10)
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of higher than anticipated interest costs. Revenue growth was strong across
geographies, led by a robust 40% YoY growth in International revenues at ¥ 1.5 bn
and 20% YoY growth in Domestic revenues at ¥ 1.5 bn. Margin expansion of 310 bps
to 25% was helped by lower other expenditure. We expect stronger quarters ahead,
with higher international revenues driving profitability and, hence, we retain our
forecast of 31% profit growth in FY11. We reiterate our Buy rating with a target price
of ¥ 663/sh (on 10x FY11E), implying 33% upside potential.

Continues to dominate the domestic blister barrier market: With ~60% market
share, Bilcare continues to dominate the domestic blister barrier market. India sales
grew 20% as against the 15%+ growth reported by most pharmaceutical peers. The
company has grown well in this market over the past quarters, and we expect a ramp
up in the anti-counterfeit technology to further propel this momentum. The company
enjoys healthy margins of ~30% in this market. We expect Management to achieve
the upper end of its guidance of 15-20% in this market.

Ramping up internationally too: Bilcare’s International revenues has grown 29% YoY
in FY10 to ¥ 4.9 bn and is further expected to ramp up with the revival in the GCS
segment. In 1QFY11, growth was strong at 40% YoY driven by revenues from newly
signed contracts. EBIDTA margins in International business stood at 20%, mainly on
account of higher fixed costs in the GCS business. Management expects to grow by
30-35% in this market, quite achievable in our view.

INEOS - A long term strategic Asset: We believe that INEOS is a good strategic fit
from a long term perspective, and consolidates Bilcare’s regulated market strategy
to grow inorganically. Given INEOS’s dominant position globally, BILC is now
positioned as a very strong player in the ~USS 30 bn+ high growth Pharmaceutical
packaging market. Bilcare will likely consolidate INEOS numbers from 3Q onwards
and we will revise our numbers once we have better clarity from the management
after closure of the deal.

Valuations and Outlook: We maintain our Buy rating on Bilcare with a target price
of ¥ 663/share implying a 33% upside from current levels. Ramp up in anti-
counterfeit technology revenues, revenue traction from new contracts and a
recovery in the GCS segment will be the key triggers going forward. At CMP of ¥
501, the stock is trading at 8x FY11E EPS of Rs 66.

(Rsmn) 1QFY10 1QFY11 YoY FY10 YoY FY11E YoY FY12E YoY
(%) (%) (%) (%)
Sales 2385 3085 29 10,475 224 12,988 24.0 16,341 24.0
EBITDA 525 776 48 2,417 29.6 3,086 27.7 4,182 27.7
EBITDA 22.0 25.2 - 231 - 23.8 - 25.6 -
(%)
Oth Inc 33 -12 34.3 180 133.3 91 (49.2) 100 (49.2)
Interest 97 169 75 439 443 1.0 443 1.0
Depn 131 160 22 537 41.8 555 3.5 560 3.5
PBT 330 436 32 1,621 384 2,179 34.4 3,279 34.4
Tax 101 129 27 453 325 654 44.4 984 44.4
PAT 228 307 34 1,168 408 1,525 30.6 2,295 30.6
PAT (%) 9.6 9.9 - 11.2 - 11.7 - 14.0 -
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Met sales

growth (%)

Operating expenses
Operating profit

Other operating income
EBITDA

growth (%)

Depreciation

Other income

EBIT

Interest paid

Pre-tax profit (before non-recurring i
Mon-recurring items

Tax on non-recurring items
Pre-tax profit {after non-recurring ite
Tax [current + deferred)
Met profit

Adjusted net profit

growth (%)

Frior pericd adjusiments
Minority interests
Preference dividend

Met income

8,560
316
6,685
1,865

1,865
30.0
-378

7

1,564
-393

1171

1,171
-342
829
829
18

829

10,475
224
-8,058
2,417
0
2,417
296
537
180
2,060
-438
1,621
0

0
1,621
-453
1,168
1,168
4038

1,168

12,988
240
-8,302
3,086

3.086
277

1,428
1,428
22.2

1,428

16,341
253
-12,159
4,182

4,182
355
-560
100
3.qi
-560
3,162

3,162

-24%
2,213
2,213
550

2,213

Current assets
Investments

Met fixed assets

Other non-current assets
Total assets

Current liabilities

Total Debt

Other non-current liabilities
Total liahilities

Share capital

Reserves & surplus
Less: Misc. expenditure
Shareholders' funds
Minarities interests
Total equity & liabilities

§,483
1,455
8,444

0

16,381

1,168
3,505
384
11,657

172
4788
-235
4,725
0
16,381

2,150
0
3,878
0
17,029

1,597
5,993

384
8,574

227
8,500
272
8,455
0
17,029

9,993
0
9,223
0
19,216

1,562
5,893

384
9,439

227
3,822
272
9,777
0
19,216

12,936

8,763

21,699

1,832
5,893

384
9,709

227
12,035

272
11,990

21,698

Pre-tax profit 1,171
Depreciation 357
Chg inworking capital 1,339
Total tax paid -16
Other operating activities 1]
Cash flow from operations {a) 173
Capital expenditure 3,118
Chg in investments -227
Other investing activities 0
Cash flow from investing (h) -3,345
Free cash flow (a+h) -3.172
Equity raised/(repaid) 473
Chg in minorities 1]
Debtraized/{repaid) 2,468
Cividend {incl. tax) -80
Other financing activities 1]
Cash flow from financing (c) 2,811
Met chg in cash (a+h+c) [361)

1621 2040 3,162
537 555 560
884 1541 1,808
453 612 049
0 0 0
811 40 966
972 -900  -100
1,455 0 0
0 0 0
483 900 -100
1294 458 866
2,663 0
0 0
3,511 900
50 106 -108
0 0 25
-894 794 21
400 337 846

EPS [Rs) 482
EFS growth (%) -2.7
EBITDA margin (%) 218
EBIT margin (%) 183
ROCE (%) 118
Met debt/Equity (%) 1788

515 629 97.6

6.8 222 55.0
231 238 25.6
19.7 200 228
154 157 198
53.7 52.2 36.2

PER i) 104
PCE [¥) 7.2
Price/Book (x) 13
vield (%) 0.8
EV/Net sales (x) 18
EV/EBITDA (x) g4

9.7 8.0 5.1
6.7 5.5 40
17 13 10
0.9 0.9 0.9
13 11 0.8
5.7 45 3.2

Met margin (%) a7
Asset turnover {x) 0.6
Leverage factor (x) 34
Return cn equity (%) 187

11.2 110 135
0.6 0.7 0.8
25 20 1%

177 15.7 20.3
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Derivatives Research Products

Strategy Reports

Pair Trades identification of stock pairs bosed on cointegration and correlation
MIFTY Strategies Regular strategies based on market view e.q., straddle, skew, condor etc
Arbitrage Trades Cash-Future and Special Situation Arbitrage

Mumero-Mania Monthly Repository of trading strategies from the Derivatives Desk
Periodic Reports

Derivatives Daily Daily update of the activities in the F&O segment

Derivatives Weekly Weekly update of the activities in the F&Q segment

Rollover Analysis Daily analysis of the rolls during the expiry week every month

Equity Research Products

Research Reports

Initiating Coverage in depth analysis coupled with detailed explanation of investment rationale
Result Preview Views and expectations on the stocks before the results are announced
Result Update Analysis of the results announced and view on the stock after the results
Event Update Analysis of stock/sector specific events which has occurred and its impacts

Technical Guide highlighting Index View, Potential Multi- Bagger Stocks, Dark

Impact Horse Stocks, Index Stocks (Key) view, Dollar-Rupee view
Match Technical analysis of Dollar Index and its constituents against INR
Warket Mirror/ Trump Short and medium term wew on Nifty and Stocks
Edge Coptures investrment opportunity in the Nifty stocks
Daily Reports
Morning Glance Dailly update of global news before the indion markets open
Currency Update Analysis of the domestic currency market & outlook for the day
Post Market Summary Daily market action and key statistics in o nutshell
Commodity Market Snapshot of the commuodity market with outlook & troding strategies for
Monitor the day
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Disclaimer:

Jaypee Capital Services Ltd. has prepared this document for the use of the recipient only and not for circulation.
This is not an offer to buy and sell or a solicitation to buy and sell securities or the like. Though, the information
contained herein has been taken from sources believed to be reliable, we do not represent that the same is accurate
and complete and it should not be relied upon as such. It does not have regard to the specific investment objectives,
financial situation and the particular needs of any specific Person/ Institutions etc. who may receive this report.
Investors should seek financial advice regarding the appropriateness of investing in any securities or investment
strategies discussed or recommended in this report and should understand that statements regarding future
prospects may not be realized and there is substantial risk of loss. Jaypee Capital Services Ltd. does not take
responsibility thereof. The directors and employees may or may not have or take existing position in the above said
securities or the like.

Trading in securities, futures, options or other financial instruments entails significant risk and is not appropriate for
all investors. Electronic trading also entails significant risk. Losses may exceed the principal invested, and the past
performance of a security, industry, sector, market, or financial product does not guarantee future results or returns.

“Jaypee” refers to all of Jaypee's worldwide branches and subsidiaries. Only Jaypee International Inc. is a member
of FINRA, SIPC and NFA. Jaypee International Inc. is a US Broker-Dealer. Only Jaypee Capital Services Ltd. is a
member of SEBI - the regulatory body in India. Indian services are offered through Jaypee Capital Services Ltd. Not
all services are available from all Jaypee organizations or personnel. Consult your local office for details.

meet

opportunity

Service offerings:

e Trading, Advisory & Depository Services

. Equity Research Wwww.Jaypeeusa.com

www.jaypeeindia.com

e Financial Planning & Mutual Fund Distribution



