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(INR CRORES) We recommend a BUY on Syngene International with a target
V/E MARCH Evie FYigE FYL7E of INR 350- valuing the company at 25x FY 17E EPS
Revenue 872 1077 1346 Unique CRO play: Syngene, subsidiary of Biocon, is a contract
EBITDA 293 367 462 research organisations (CRO) with 2000+ scientistsworking for 16 of
EBITDA Margin(%) 33.6 34.1 34.4 thetop -20 global innovators. Syngene offersintegrated discovery and
NP (Adj.) 175 222 281 development services to over 211 clients globally (103 in CY12) in
EPS (Adj.) 8.8 11 141 pharma, biotech, agrochemical and other industries. Long-standing
EPS Growth (%) 30 27 27 relationships with customers have been a key strength. Some of its
BV/share 424 50.3 603  Strategic collaborationsarewith Bristol - Myers Squibb, Baxter, Endo
ROE (%) 23 24 26 Pharmaceuticals (pharma), and Abbott Nutrition.
ROCE (%) 22 24 26 Business diversification to drive value growth: The company
P/E (x) 32.4 25.6 20.2 has shifted from CRO to contract manufacturing (CMO) of novel
P/BV (x) 6.7 5.7 4.7 molecules. Six of its partners molecules are in advanced stages of

clinical development (fivein phase-3, one has completed phase-3). It
KEY FINANCIALS has signed acommercial supply pact for three of these moleculeswith
Diluted Shares (cr) 20.0 a large innovative player. More importantly, its partner has already
Market Cap. (INRcr) 5697 filed an NDA with the USFDA for commercial launch for one of
Market Cap. (US$ m) 893 these three molecules a year ago.
Well positioned to leverage from growth in global pharma R&D

STOCK DATA outsourcing trend : Global pharmaceutical players are facing
Major Shareholders (as of 7th Aug 2015) . . .. . .
Bromoter 745 structural issues such as profit pressures arising from impending patent
Insitution 181 Cliff, drying product pipeline and rising R&D costs. Surprisingly,
Public & Others 7.4 however, the new product approvals from the USFDA are on therise.

Maximum Buy Price :INR300

Hence, these playersareinclined to outsource some of the R& D budget
to CROslike Syngene. Outsourcing allows clientsto convert aportion
of their R& D budgets from a fixed to a variable cost, giving them
greater flexibility to shift strategic and devel opment prioritiesin response
to market conditions. According to Frost & Sullivan estimates, R& D
spend intheglobal pharmaspace was~US$139 billionin 2014 whereas
the CRO pie was ~US$44 hillion (32%).

Valuations & View: We recommend buying Syngene post the listing
for atarget price of INR 350 per share. We value the company at 25x
FY 17E EPS at a premium to its only comparable peer in Asia. Wuxi
Pharmatech (the only comparablepeer inAsia) isvalued at ~20x FY 17E
EPS. However, Syngene has superior financials compared to Wuxi
with FY 15 margin of 33.0% (vs. Wuxi's 22.3%), ROCE of 21% (vs
10.5%) and ROE of 20.7% (vs 15.2). The novel drug CM O opportunity,
could result in earnings surprise to our estimatesin FY 17. Further, as
there are no other listed players in bio-pharm CRAMS space, we
believe Syngene will command a scarcity premium.
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Investment Arguments (Continued)

High recall value: Dueto itsintegrated service offerings coupled with consistent\ performance and high data
integrity ethos, Syngene has enjoyed high recall value, which isreflected from the fact that eight out of top 10
clients have been engaged with it for the past five years. The company has also established dedicated centre
for itsthreemajor clients Bristol-Myers Squibb Co (BM S), Abbott and Baxter. BM S has al so recently extended
this engagement with Syngene to 2020.

Strong financial track record: Syngene delivered healthy 26% and 42% revenue and earning CAGR over
last five yearsto Rs 8.6bn and Rs 1.75bn respectively in FY 15. During these five years, the EBITDA margins
remain steady in therange of 30-33%. The return ratios remain strong with FY 15 ROCE and ROE at 21% and
20.7% respectively.

Timely CAPEX to support value growth ahead: L ooking at the upcoming custom manufacturing opportunity,
Syngene has expanded its manufacturing capacity 3-4x over the last two years. Additionally, Syngene has set
aninvestment target of US$ 200mn over the next threeyearsfor (1) brownfield expansioninitssmall molecule
manufacturing facility, (2) setting up anew biologic manufacturing facility, (3) expanding itsresearch laboratory
in Bengaluru and for agreenfield manufacturing unit in the Mangalore SEZ that would be ready in threeyears.

Company background:

Incorporated in 1993 as a subsidiary of Biocon, Syngene International (SIL) is a leading contract research
organisation (CRO), which supports R&D programs of global pharmaceutical companies. The company's
multi-disciplinary skillsinintegrated drug discovery and devel opment include capabilitiesin medicinal chemistry,
biology, toxicology, custom synthesis, process R&D, cGMP manufacturing, formulation and analytical
development.

SIL offers outsourced services to support discovery and development for R&D driven organisations across
industrial sectors like pharmaceutical s, biotechnology, biopharmaceuticals, nutraceuticals, animal health and
agro-chemicals. CRO services span the range of R& D activities from new molecular entity (NME) discovery,
devel opment and manufacturing.

The company provides significant cost advantage to companies seeking to minimise their R& D spends. The
lower cost structure in Asia Pacific region helpsin reducing R& D spend by reducing unit cost of R& D outpui.
It manages a pool of 2122 scientists including 258 PhDs and 1665 scientists with masters degree, to ensure
timely execution of projects, cost effectiveness and quality of the projects, confidentiality and protection of
intellectual property. The company owns state-of-the-art research facilities spread over 9,00,000 sq ft, certified
by major regulatory bodies.

Investment Concerns

High sensitivity to currency movement : Syngene derives most of its revenues in US Dollars and incurs
few costsin US dollars, and hence it is exposed to the risks associated in foreign exchange rates which could
negatively impact itsprofitability.

Client consolidation: Inagrowing trend of global pharmaconsolidation, if the priorities of the resultant entity
are changed, there can be loss of business in the existing projects. This may severely affect the business
prospects.

Dependence of few clients: The company earns over 70% of its revenue from top 10 clients including~30%
of revenues from BMS. Hence, loss or decrease in business from, one or more of these clients may adversely
impact itsfinancials.
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Syngenelnternational Financials& Vauation

Syngene International

INCOME STATEMENT (Consolidated) (INRCR) RATIOS (Consolidated)
Y/E MARCH FY13 FY14 FY15 FY16E FY17E Y/E MARCH FY13 FY14 FY15 FY16E FY17E
Revenues 554 708 872 1077 1346 Adjusted EPS(INR) 51 6.8 88 111 141
Growth 32% 27% 23% 24% 25% Book Value 19 253 P 50 50]
COGS 145 191 20 22 365 Div Per Share 00 00 57 28 35
Employee Cost 24 156 22 250 312 Dividend Payout 0% 0% 65% 25% 25%
Other Expenses 113 138 138 168 207 Net Debt / Equity 00 01 00 00 00
EBITDA 173 223 293 367 462  Valuation
EBITDA Margin 312% 315% 336% 341% 344%  HE - - R4 B6 02
Depreciation &0 66 8L B 16 PBV ) } 67 = 4.7
Other Income 4 8 12 1 13 DividendYield - - 20% 10% 12%
Interest Cost 7 o 8 8 1 ReturnRatios
ROCE 2% 2% 2% 24% 26%
PBT 111 165 215 271 348
ROE 2% 2% 2% 24% 26%
Tax 4 2 2 C?) ! .
W.Cap. Ratios
Adjusted PAT 102 135 175 222 281 Debtor days 51 29 76 50) 50)
Growth 4% 32% 30% 27% 27%  |nventory days 0 D v B 5
PAT Margin 184% 19.0% 20.1% 20.6% 20.9% Creditor days 08 146 106 153 154
W.Cap cycle 127y (76) 7 (58) (99
BALANCE SHEET (Consolidated) (INRCR)  cASH FLOW (Consolidated) (INRCR)
Y/E MARCH FY13 FY14 FY15 FY16E FY17E  Y/E MARCH FY13 FY14 FY15 FY16E FY17E
Share Capital 2% 2% 19 19 19 PBT 106 157 204 261 335
Reserves 493 633 646 803 1002 Adjustments 3 49 73 106 128
Networth 519 659 845 1002 1201  (Inc)/DecinW.Cap ® B BY B O
Loans 0 15 1% 140 206 Others 2 2B @ 2 @
Def. Tax Liab 7 5 5 5 5 TaPad @ @ @ 9
Other long term liability 5 & 78 5 g CFfromOperations 104 300 19 344 406
SOURCESOFFUNDS 575 883 1083 1197 1470  (Inc)/DecinFA 6) (00 19 (29 (29
Net Fixed Assets B/ A 58 710 838 Net investments 69 (283 206 0 0
Capital WIP o & 16 165 15 ONesS _ 2 9 8 0 0
Inventories 18 15 B % 5 CFf.rorr-1 Investing act. (150) (374) 12 (299) (293)
Debtors - % 10 146 1 Equity |s§L|dbuy back 120 0 1x 0 0
Inc/(Dec) in Debt @V 1% (2 D &
Cash & Investments 12 R 6 13 28 .
Interest Paid ) © ®©® © 1
Loans & Advances Lo 3B D pad(ind Ta) 0 0 Wy &
Other Curr Assets 46 7] n 8 100 Others 0 0 7 0 0
Current investments ® x 6 16 16 CF from Financing act. 21 155 (1) (44) (17
Curr. Assets 27 64 56 M8 77 Dec)inCash % ® % 2 %
Creditorsand Prov. 4 3 3D BB I’ pAdd: Opening Balance 3 12 9 111 113
Net Current Assets 88 327 247 264 360 Closing Balance 12 92 116 113 208
Other LT Assets 97 117 27 18 117
APPLICATIONOFFUND 575 883 1083 1197 1470
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Disclaimer: This document has been prepared by Motilal Oswal Securities Limited (hereinafter referred to as Most) to provide information about the company(ies)
and/sector(s), if any, covered in the report and may be distributed by it and/or its affiliated company(ies). This report is for personal information of the selected
recipient/s and does not construe to be any investment, legal or taxation advice to you. This research report does not constitute an offer, invitation or inducement
to invest in securities or other investments and Motilal Oswal Securities Limited (hereinafter referred as MOSt) is not soliciting any action based upon it. This report
is not for public distribution and has been furnished to you solely for your general information and should not be reproduced or redistributed to any other person
in any form. This report does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs
of individual clients. Before acting on any advice or recommendation in this material, investors should consider whether it is suitable for their particular
circumstances and, if necessary, seek professional advice. The price and value of the investments referred to in this material and the income from them may go
down as well as up, and investors may realize losses on any investments. Past performance is not a guide for future performance, future returns are not
guaranteed and a loss of original capital may occur.

MOSt and its affiliates are a full-service, integrated investment banking, investment management, brokerage and financing group. We and our affiliates have
investment banking and other business relationships with a some companies covered by our Research Department. Our research professionals may provide input
into our investment banking and other business selection processes. Investors should assume that MOSt and/or its affiliates are seeking or will seek investment
banking or other business from the company or companies that are the subject of this material and that the research professionals who were involved in preparing
this material may educate investors on investments in such business . The research professionals responsible for the preparation of this document may interact
with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting information. Our research professionals
are paid on the profitability of MOSt which may include earnings from investment banking and other business.

MOSt generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or
derivatives of any companies that the analysts cover. Additionally, MOSt generally prohibits its analysts and persons reporting to analysts from serving as an officer,
director, or advisory board member of any companies that the analysts cover. Our salespeople, traders, and other professionals or affiliates may provide oral or
written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading
and investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein. In reviewing these materials, you
should be aware that any or all of the foregoing among other things, may give rise to real or potential conflicts of interest. MOSt and its affiliated company(ies),
their directors and employees and their relatives may; (a) from time to time, have a long or short position in, act as principal in, and buy or sell the securities or
derivatives thereof of companies mentioned herein. (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation
or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may
have any other potential conflict of interests with respect to any recommendation and other related information and opinions.; however the same shall have no
bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the
views of the affiliates of MOSt even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report

Reports based on technical and derivative analysis center on studying charts company's price movement, outstanding positions and trading volume, as opposed
to focusing on a company's fundamentals and, as such, may not match with a report on a company's fundamental analysis. In addition MOST has different
business segments / Divisions with independent research separated by Chinese walls catering to different set of customers having various objectives, risk profiles,
investment horizon, etc, and therefore may at times have different contrary views on stocks sectors and markets.

Unauthorized disclosure, use, dissemination or copying (either whole or partial) of this information, is prohibited. The person accessing this information
specifically agrees to exempt MOSt or any of its affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not to hold MOSt
or any of its affiliates or employees responsible for any such misuse and further agrees to hold MOSt or any of its affiliates or employees free and harmless from
all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays. The information contained herein
is based on publicly available data or other sources believed to be reliable. Any statements contained in this report attributed to a third party represent MOSt's
interpretation of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and
interpretation have not been reviewed by the third party. This Report is not intended to be a complete statement or summary of the securities, markets or
developments referred to in the document. While we would endeavor to update the information herein on reasonable basis, MOSt and/or its affiliates are under
no obligation to update the information. Also there may be regulatory, compliance, or other reasons that may prevent MOSt and/or its affiliates from doing so.
MOSt or any of its affiliates or employees shall not be in any way responsible and liable for any loss or damage that may arise to any person from any inadvertent
error in the information contained in this report. MOSt or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind,
regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-
infringement. The recipients of this report should rely on their own investigations.

This report is intended for distribution to institutional investors. Recipients who are not institutional investors should seek advice of their independent financial
advisor prior to taking any investment decision based on this report or for any necessary explanation of its contents.

Most and it's associates may have managed or co-managed public offering of securities, may have received compensation for investment banking or merchant
banking or brokerage services, may have received any compensation for products or services other than investment banking or merchant banking or brokerage
services from the subject company in the past 12 months.

Most and it's associates have not received any compensation or other benefits from the subject company or third party in connection with the research report.
Subject Company may have been a client of Most or its associates during twelve months preceding the date of distribution of the research report

MOSt and/or its affiliates and/or employees may have interests/positions, financial or otherwise of over 1 % at the end of the month immediately preceding the
date of publication of the research in the securities mentioned in this report. To enhance transparency, MOSt has incorporated a Disclosure of Interest Statement
in this document. This should, however, not be treated as endorsement of the views expressed in the report.

Motilal Oswal Securities Limited is under the process of seeking registration under SEBI (Research Analyst) Regulations, 2014.

There are no material disciplinary action that been taken by any regulatory authority impacting equity research analysis activities

Motilal Oswal Securities Limited is registered as a Research Analyst under SEBI (Research Analyst) Regulations, 2014. SEBI Reg. No. INHO00000412
A graph of daily closing g prices of securities is available at www.nseindia.com and http://economictimes.indiatimes.com/markets/stocks/stock-quotes.

Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s)
in this report. The research analysts, strategists, or research associates principally responsible for preparation of MOSt research receive compensation based upon
various factors, including quality of research, investor client feedback, stock picking, competitive factors and firm revenues

Disclosure of Interest Statement Syngene International
1.Analyst ownership of the stocks mentioned above No
2.Served as an officer, director or employee No

Regional Disclosures (outside India)

This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such
distribution, publication, availability or use would be contrary to law, regulation or which would subject MOSt & its group companies to registration or
licensing requirements within such jurisdictions.
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