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Pick up in volumes!! 20" July, 2017

CMP: Rs. 4185
Target Price: Rs. 4,454
Recommendation: HOLD
Stock Info
BSE Group A
BSE Code 500674
NSE Symbol SANOFI
Bloomberg SANL IN
Reuters SANO.BO
BSE Sensex 31,955
NSE Nifty 9,899
Market Info
Market Capital 9,735 Cr
Equity Capital 23Cr
6M Avg. Trading Vol. 9,779
52 Wk High/ Low 4,950/4,000
Face Value Rs 10
Shareholding Pattern (%) (June 2017)
Promoters 60.4
Domestic Institutions 129
Foreign Institutions 15.0
Public & Others 11.7
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Result Update Q2 CY 17

SANOFI INDIA LTD.

Sanofi India Ltd. reported a 23% increase in PAT qoq but a fall of 14% yoy.

Sanofi India Ltd. posted a marginal decline in revenue of 1% yoy but an increase of
9% gog. Gross sales and Profit before tax for the quarter were impacted due to
down stocking in trade channels in anticipation of the GST regime.

EBITDA margins contracts:

EBITDA for the quarter fell by 20.3% yoy with a corresponding margin contraction of
509 bps. EBITDA margin for the quarter stood at 19%. This margin contraction was
driven by adverse movements in inventories.

Overall expenses surges 5%:

Overall expenses stood at Rs 485 crore for the quarter under review, an increase of
5% per cent as against Rs 462 crore in the corresponding quarter of the previous
year. Cost of material as a percentage of sales surged from 24.7% to 28.4% yoy.
Depreciation and amortization expenses decreased to Rs 26 crore from Rs 30 crore
in June quarter of 2016.

Employee benefit expenses increased from Rs 85.80 crore to Rs 94.50 crore yoy.

Other Income:
This quarter company reported Rs 28 crore of other income compared to Rs 16.4
crore for the same quarter in the previous year, an increase of 73%.

Valuation:

Sanofi had a weak H1, with an EBITDA decline of 21% YoY, which was negatively
affected by lower export volumes, weak currency and NLEM pressure. However,
some top products, such as Lantus,Insuman, Combiflam and line extensions of
Amaryl, continue to do well. Further new launches like Toujeo should add to
growth. About 21% of the company’s domestic portfolio is already under price
control. MNC like Sanofi have demonstrated significant resilience, as pickup in
volume growth post price reduction has partially or in some cases to a large extent
offset the price cuts in a short period of time. Indian Pharma market is expected to
grow at 12-13% per annum over 5 years. We have maintained a conservative
approach with growth estimates of 10% and have valued the stock at PE of 34x to its
CY18E EPS of 131, with a Target Price of 4454. We have a HOLD rating on the stock.

Source: - Ace Equity, Arihant Research 1
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Financial Snapshot:

Financial Snapshot:
Particulars 2016 2017E 2018E

Income from Operations m 2617 2879

Revenue 600.6 553 9% 608.0 -1%
Total Expenditure 485 451 7% 462 5%
EBITDA 115 102 14% 146 -21%
EBITDA Margin 19% 18% 5% 24% -20%
Other Income 28 16 79% 16.4 73%
Interest 0.0 0.4 -100% 0.7 -100%
Depreciation 26 25 1% 30.0 -15%
PBT 118 92 29% 132 -10%
Tax 45 32 41% 46.2 -3%
PAT 74 60 23% 85 -14%
EPS 32 26 23% 37 -14%

Source: - Ace Equity, Arihant Research
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Profit and Loss Account Balance Sheet
Particulars (Rs crore) 2016 2017E  2018E Particulars (Rs crore)
Income from Operations 2,369 2,617 2,879 Equity & Liabilities
YoY 8% 10% 10% (a) Share Capital
Raw Material Cost 618 772 819 (b) Reserves & Surplus
Employee Cost 359 419 475 Shareholders' Funds
Other Manufacturing Expense 447 340 391 Non-current Liabilities & Prov.
Other Expenses 416 602 676 Current Liabilities
Total Expenditure 1,841 2,133 2,362 Total Equity and Liabilities
EBITDA 528 484 517
EBITDA Margin 22% 18% 18% Assets
Depreciation & Amortization 131 134 139 Fixed Assets
EBIT 397 350 378 Tangible
Other Income 71 92 86 Intangible
Interest 1.5 1.5 1.5 CWIP
PBT before Exceptional Items 467 440 463 Other Non-current Assets
Exceptional items (0] (0] (0] Inventory
PBT 467 440 463 Trade Receivables
Provision for Tax 169 154 162 Cash & Bank
Profit After Tax 297 286 301 Other Current Assets
YoY -8% -4% 5% Total Assets

Cash Flow Statement
Particulars (Rs crore)
Operating Activities
PBT before Exceptional Items
Add Depr
Others
CFO before Working Capital Changes
Changes in Working Capital

Cash Flow from Operations

Investing Activities
Capex
Other Investing Activities

Cash Flow from Investing

Financing Activities
Dividends + Taxes paid
Other financing activites

Cash Flow from Financing

Opening Cash
Changes during year

Closing Cash

Ratio Analysis
2016 2017E 2018E

Profitability
467 440 463 EBITDA%
131 134 139 EBIT%
(238)  (226)  (161) PAT%
360 348 441
(286) (45) 55 Du Pont ROAE breakup
74 303 496 PAT / Sales
Sales / Assets
Assets / Equity
(47) (52) (58) ROE
149 (139)  (149)
102 (191) (207) Other Ratios
Current Ratio
Debt / Equity
(188)  (193)  (199) EPS
-1.5 -1.5 -1.5 DPS

(189) (195) (200)

Valuation Ratios

573 559 476 P/E (x)
(14) (83) 89 EV/EBITDA (x)
559 476 565 P/BV (x)

Source: - Ace Equity, Arihant Research
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Stock Rating Scale
Absolute Return

Buy >20%
Accumulate 12% to 20%
Hold 5% to 12%
Neutral -5%to 5%
Reduce <-5%
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Disclaimer:

This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or solicitation for the purchase and sale of
any financial instrument by Arihant. This document has been prepared and issued on the basis of publicly available information, internally developed data
and other sources believed to be reliable. Whilst meticulous care has been taken to ensure that the facts stated are accurate and opinions given are fair
and reasonable, neither the analyst nor any employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness
guaranteed. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision.
The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the subject of this document or in
related investments and may have acted upon or used the information contained in this document or the research or the analysis on which it is based,
before its publication. This is just a suggestion and Arihant will not be responsible for any profit or loss arising out of the decision taken by the reader of
this document. Affiliates of Arihant may have issued other reports that are inconsistent with and reach different conclusion from the information
presented in this report. No matter contained in this document may be reproduced or copied without the consent of the firm.
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