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Solvay Pharma India Ltd.(SPIL) reported an excellent set of numbers for the quarter ended Mar 2010.

On ayoy basis, Net Revenues grew by 24.4% from Rs.500.3 Mn to Rs.622.5 Mn. On the other hand, Cost of Materials
was down by 296 bps, from Rs.226.6 Mn to Rs.263.5 Mn. SPIL imports a major chunk of its Raw Material requirements
(84% for CY2009). As a result, an appreciating Rupee against the Euro is favorable for the Company on the Raw
Materials front. Operating Margins improved by 322 bps from 23.4% to 26.6%. Significantly higher Cash position at
the end of CY09 seemed to show in Other Income, which increased from Rs.4.1 Mnto Rs.12.5 Mn. The Company had
also changed its Depreciation method last year and revised the estimated useful life of its assets. Consequently,
Depreciation was up from Rs.3.9 Mnto Rs.7.9 Mn. PAT was up 50.6% at Rs.112.9 Mn. EPS stood at Rs.22.4.

In September 2009, the Belgium based Solvay Group decided to sell its entire pharmaceutical business to Abbott
Laboratories. This included SPIL where it held a 68.85% stake. Subsequently, on 17th Feb, 2010, Abbott Laboratories
made a Public Announcement for an Open Offer for upto 20% of equity capital of SPIL. The Company has offered a
price of Rs.3,054.73 per share. The offer is currently going on and will close on 8th May, 2010.

SPIL is one of the faster growing companies in the MNC Pharmaceutical sector. It is debt-free, with a strong cash
position and healthy cashflows. However, at the CMP of Rs.2,990.35, the stock is trading at an expensive PE(TTM) of
34.3. Valuations are extremely rich. Also, as part of the Solvay Groups pharmaceutical business takeover, Abbott
Laboratories had made a consideration for the SPIL holding (i.e. 68.85%) at Euro 70 million which translates to
Rs.1,420.08 per share (as of Sept 25, 2009). Based on this, the Company is trading at a premium of 110%. Going
ahead, the Company may benefit from an appreciating rupee and also get to extract synergies from the Abbott
acquisition. While the former would be more of a temporary phenomenon, the latter seems to be factored into the price
already. Thus, on the whole, we recommend investors to Exit.
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Solvay Pharma India Limited: Q1CY10

Quarterly Analysis

Earnings Statement
YE Dec (Rs. Mn.) Q1CY10 Q4CY09 Q-Q(%) QI1CY09 Y-Y(%) 12MCY09 12MCYO08 Y-Y (%)
Net Revenues 622.5 661.0 -5.8% 500.3 24.4%  2,417.9 2,003.4 20.7%
Cost of Materials 263.5 289.9 -9.1% 226.6 16.3%  1,068.5 862.8 23.8%
Gross Profit 359.0 371.1 -3.3% 273.7 31.1% 1,3494 1,140.6 18.3%
Staff Costs 74.0 76.3 -3.0% 54.7 35.2% 264.8 213.8 23.9%
Other Expenses 119.3 139.7 -14.6% 102.0 17.0% 482.0 462.3 4.3%
Total Expenditure 193.4 216.0 -10.5% 156.7 23.4% 746.8 676.1 10.5%
Operating Profit 165.6 155.1 6.8% 117.0 41.6% 602.6 464.5 29.8%
OPM (%) 26.6% 23.5% 314.3 23.4% 322.6 24.9% 23.2% 174.1
Other Income 12,5 11.8 6.3% 4.1 208.7% 37.1 51.0 -27.2%
EBITDA 178.1 166.9 6.7% 121.0 47.2% 639.8 515.5 24.1%
Depreciation 7.9 9.5 -17.5% 3.9 102.5% 45.7 13.3 244.4%
EBIT 170.3 157.4 8.2% 117.1 45.4% 594.1 502.2 18.3%
Interest 0.0 0.0 0.0% 0.0 0.0 0.1 -79.1%
PBT 170.3 157.4 8.2% 117.1 45.3% 594.1 502.1 18.3%
Tax 57.4 52.5 9.2% 42.2 36.1% 206.3 174.1 18.5%
Current Tax 58.8 54.7 7.5% 42.2 39.5% 196.4 177.3 10.7%
Fringe Benefit Tax 0.0 0.0 0.0 0.0 0.0
Deferred tax (1.4) (2.2) 0.0 9.9 (3.3)
PAT 112.9 104.8 7.7% 75.0 50.6% 387.8 328.0 18.2%
Extraordinary Item 0.0 0.0 0.0 125 0.0
Reported PAT 112.9 104.8 7.7% 75.0 50.6% 400.3 328.0 22.0%
Equity Capital 50.5 50.5 50.5 50.5 50.5
EPS 22.4 20.8 7.7% 14.9 50.6% 79.3 65.0 22.0%
Ratio Analysis
Profitability
YE Dec Q1CY10 Q4CY09 Q-Q(%) QI1CY09 Y-Y(%) 12MCY09 12MCYO08 Y-Y (%)
OPM (%) 26.6% 23.5% 314.3 23.4% 322.6 24.9% 23.2% 174.1
EBITDA (%) 28.6% 25.2% 337.1 24.2% 442.7 26.5% 25.7% 72.9
EBIT (%) 27.4% 23.8% 355.1 23.4% 394.0 24.6% 25.1% (49.9)
PAT (%) 18.1% 15.9% 228.5 15.0% 315.0 16.0% 16.4% (33.8)
Operational Parameters
YE Dec Q1CY10 Q4CY09 Q-Q(%) QI1CY09 Y-Y(%) 12MCY09 12MCYO08 Y-Y (%)
RM Consumed 42.3% 43.9% (152.9) 45.3% (296.0) 44.2% 43.1% 112.2
Staff Cost 11.9% 11.5% 34.9 10.9% 95.0 10.9% 10.7% 28.0
Other Expenditure 19.2% 21.1% (196.3) 20.4% (121.6) 19.9% 23.1% (314.3)
Effective Tax Rate 33.7% 33.4% 29.4 36.0% (229.8) 34.7% 34.7% 6.2

B



Solvay Pharma India Limited: Q1CY10

Financials

Earnings Statement

Particulars (Rs Mn.) CY04 CY05 CY06 CYO07 CY08 CY09
Total Revenues 1,161.5 1,297.4 1,440.9 1,677.7 2,003.4 2,417.3
- Growth (%) 11.7% 11.1% 16.4% 19.4% 20.7%
Total Expenditure 886.1 995.8 1,129.9 1,236.1 1,536.7 1,815.2
Operating Profit 2754 301.6 311.1 441.6 466.7 602.0
Forex Gain/(Loss) (3.2 24 4.7 1.6 (2.2) 0.0
Other Income 16.2 26.4 35.6 35.8 51.0 37.8
EBITDA 288.4 330.4 342.0 479.0 515.5 639.8
Depreciation 46.8 45.9 45.9 49.7 13.3 457
EBIT 2415 284.5 296.0 429.3 502.2 594.1
Interest 1.8 0.2 0.8 0.3 0.1 0.0
PBT 239.8 284.3 295.2 429.0 502.1 594.1
Tax 93.7 102.1 107.9 147.8 174.1 206.3
PAT Before EI 146.1 182.2 187.3 281.2 328.0 387.8
- Growth (%) 24.7% 2.8% 50.1% 16.7% 18.2%
Extra-ordinary Iltems 87.5 0.0 0.0 0.0 0.0 12.5
PAT 233.6 182.2 187.3 281.2 328.0 400.3

Ratio Analysis

Particulars CY04 CY05 CY06 CYO07 CY08 CY09
OPM (%) 23.7% 23.2% 21.6% 26.3% 23.3% 24.9%
EBITDA (%) 24.8% 25.5% 23.7% 28.6% 25.7% 26.5%
PBIT (%) 20.8% 21.9% 20.5% 25.6% 25.1% 24.6%
PAT (%) 20.1% 14.0% 13.0% 16.8% 16.4% 16.6%
Interest Cover (x) 137.2 1,589.4 360.6 1,460.3 4,116.6 24,753.5
EPS (Rs.) 46.3 36.1 37.1 55.7 65.0 79.3
P/E (x) 64.6 82.9 80.6 53.7 46.0 37.7
P/BV (x) 28.4 22.2 18.4 17.4 13.8 11.6
BVPS (Rs.) 105.3 134.5 162.5 171.9 216.4 257.6
Market Cap (Rs. Mn.) 2,122.1 3,043.5 2,514.8 3,556.8 2,825.3 8,847.6
M Cap/Sales (x) 1.8 2.3 1.7 2.1 1.4 3.7
EV (Rs. Mn.) 1,853.7 2,690.8 2,105.5 3,312.8 2,755.9 8,318.3
EV/EBITDA (x) 6.4 8.1 6.2 6.9 5.3 13.0
EV/Sales (x) 1.6 21 15 2.0 14 3.4
ROCE (%) 45.2% 41.8% 36.1% 49.5% 46.0% 45.7%
RONW (%) 27.5% 26.8% 22.8% 32.4% 30.0% 29.8%
Debt/Equity Ratio (x) 0.0 0.0 0.0 0.0 0.0 0.0
Inventory T/o Days 44.8 48.8 59.9 49.5 103.6 51.3
Debtors T/o Days 35.8 35.7 36.3 36.3 33.2 23.6
Advances T/o Days 12.1 17.9 17.2 17.1 33.0 20.8
Creditors T/o Days 40.3 40.9 48.1 38.4 58.7 35.6
Working Cap T/o Days 123.9 143.6 151.2 87.1 95.1 113.0
Fixed Assets T/o (Gross) 4.6 51 5.3 5.8 7.2 3.8
DPS (Rs.) 5.0 6.0 8.0 40.0 17.5 325
Dividend Payout (%) 10.8% 16.6% 21.6% 71.8% 26.9% 41.0%
Dividend Yield (%) 0.2% 0.2% 0.3% 1.3% 0.6% 1.1%
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Financials

Balance Sheet
Particulars (Rs Mn.) CYo04 CY05 CY06 CYyo7 CY08 CY09
Equity Capital 50.5 50.5 50.5 50.5 50.5 50.5
Reserves 481.3 628.9 770.1 817.5 1,042.2 1,250.4
Shareholders Funds 531.8 679.4 820.6 868.0 1,092.7 1,300.9
Borrowed Funds 2.7 1.6 0.4 0.0 0.0 0.0
Deferred Tax Liability 2.5 2.7) (12.0) (24.7) (28.0) (18.0)
Total Liabilities 537.0 678.4 809.0 843.3 1,064.7 1,282.9
Fixed Assets 142.5 98.0 71.9 44.7 376.1 375.4
Investments 0.1 70.1 140.2 398.4 166.6 159.3
Current Assets
Inventory 142.5 173.4 236.5 227.4 568.4 339.5
Sundry Debtors 113.8 126.7 143.2 166.9 182.2 156.3
Interest Accrued on Investments 3.2 29 2.9 0.0 0.0
Loans & Advances 38.4 63.7 68.0 78.6 180.9 137.5
Cash & Bank Balance 271.2 354.3 409.7 243.9 69.4 529.2
Current Liabilities
Sundry Creditors 128.1 145.2 190.0 176.5 322.3 235.5
Provisions 43.3 65.8 73.3 143.1 156.8 178.8
Net Current Assets 394.4 510.3 596.9 400.2 521.9 748.2
Miscellaneous Expenditure
Total Assets 537.0 678.4 809.0 843.3 1,064.7 1,282.9
Cash Flow
Particulars (Rs Mn.) CYo4 CY05 CY06 Cyo7 CY08 CY09
Opening Cash & Bank 16.4 271.2 354.3 409.7 243.9 69.4
Profit After Tax 233.6 182.2 187.3 281.2 328.0 400.3
Investment Income (16.2) (26.4) (35.6) (35.8) (51.0) (37.8)
Interest Paid 1.8 0.2 0.8 0.3 0.1 0.0
Miscellaneous Exp W/Off 0.0 0.0 0.0 0.0 0.0 0.0
Depreciation 46.8 45.9 45.9 49.7 13.3 45.7
Deferred Taxation (0.9 (5.2) (9.3) (22.7) (3.3) 9.9
Others 26.9 (0.9 (1.0) (1.8) (6.9) (32.4)
Change in Working Cap 8.3 (32.7) (31.3) 31.0 (296.2) 233.6
CF - Operating Activities 300.4 163.1 156.9 311.9 (16.0) 619.3
Change in Fixed Assets (0.5) (0.5) (18.8) (20.7) (3837.8) (12.6)
Change in Investments 0.0 (70.0) (70.1) (258.2) 231.8 7.4
Investment Income 16.2 26.4 35.6 35.8 51.0 37.8
CF - Investing Activities 15.7 (44.1) (53.4) (243.1) (55.0) 32.6
Increase in Equity 0.0 0.0 (0.0) 0.0 (0.0 (0.0)
Changes in Borrowings (31.0) (1.2) (1.2) (0.4) 0.0 0.0
Interest Paid (1.8) (0.2) (0.8) (0.3) (0.1) (0.0)
Dividend Paid (28.5) (34.5) (46.1) (233.8) (103.4) (192.0)
CF - Financing Activities (61.3) (35.8) (48.1) (234.5) (103.5) (192.0)
Net Change in Cash 254.7 83.1 55.4 (165.7) (174.5) 459.8
Closing Cash & Bank Balance 271.2 354.3 409.7 243.9 69.4 529.2
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Disclaimer

Disclosure of Interest Statement Solvay Pharma
1. Analyst Ownership of the scrip NO
2. PPFAS ownership of the scrip NO
3. PMS ownership of the scrip NO

This report or any portion hereof may not be reprinted, sold or redistributed without the written consent of Parag Parikh Financial Services Ltd. (PPFAS).
PPFAS is disseminated and available primarily electronically, and, in some cases, in printed form. Additional information on recommended securities is
available onrequest.

PPFAS is a Stock Broker registered with Securities and Exchange Board of India Limited (SEBI) and so it is regulated by SEBI. This report is not and should
not be construed as an investment advice to any client to acquire, subscribe, purchase, sell, dispose of, retain any securities or an offer to sell or the
solicitation of an offer to purchase or subscribe for any investment or as an official endorsement of any investment.

If'Buy’, 'Sell', or 'Hold' recommendation is made in this report such recommendation or view or opinion expressed on investments in this report is notintended
to constitute investment advice and should not be intended or treated as a substitute for necessary review or validation or any professional advice. The views
expressed in this report are those of the analyst which are subject to change and do not represent to be an authority on the subject. PPFAS may or may not
subscribe to any and/ or all the views expressed herein.

PPFAS makes best endeavour to ensure that the analyst(s) use current, reliable, comprehensive information and obtain such information from sources,
which the analyst(s) believes to be reliable. However, such information has not been independently verified by PPFAS or the analyst(s).

The information, opinions and views contained within this report are based upon publicly available information and rates of taxation at the time of publication,
which are subject to change from time to time without any prior notice. reports may be updated anytime without any prior notice to any and/ or all client(s).

PPFAS makes no guarantee, representation or warranty, express or implied; and accepts no responsibility or liability as to the accuracy or completeness or
currentness of the information in this report.

Please note that past performance is not necessarily a guide to evaluate future performance.

PPFAS and its affiliates and their respective officers directors and employees may hold positions in any securities mentioned in this report (or in any related
investment) and may from time to time add to or dispose of any such securities (or investment).

This report should be read and relied upon at the sole discretion and risk of the client.

The value of any investment made at your discretion based on this report or income therefrom may be affected by changes in economic, financial and/ or
political factors and may go down as well as up and you may not get back the full or the expected amount invested. Some securities and/ or investments
involve substantial risk and are not suitable for all investors.

This reportis being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person
or published, copied in whole or in part, for any purpose. Neither this report nor any copy of it may be taken or transmitted or distributed, directly or indirectly
within India or into any other countries or to any resident thereof. The distribution of this report in other jurisdictions may be strictly restricted and/ or prohibited
by law, and persons into whose possession this report comes should inform themselves about such restriction and/ or prohibition, and observe any such
restrictions and/ or prohibition.

Neither PPFAS nor its affiliates or their directors, employees, agents or representatives, shall be responsible or liable in any manner, directly or indirectly, for
views or opinions expressed in this report or the contents or any errors or discrepancies herein or for any decisions or actions taken in reliance on the report or
inability to use or access our service or this report or for any loss or damages whether direct or indirect, incidental, special or consequential including without
limitation loss of revenue or profits or any loss or damage that may arise from or in connection with the use of or reliance on this report or inability to use or
access our service or this report.
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