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IPO details

Key Data Pre Issue Post Issue”

Issue Opens 6-Dec-16 # mn Shares % Holding  # mn Shares % Holding
Issue Closes 8-Dec-16 Promoters 32.4 32.8% 324 30.6%
Equity Shares Offered (in mn.) 31.10 Public 66.3 67.2% 42.2 39.9%
QlB Up to 50% Offer For Sale 24.1 22.8%
NIB Min 15% New Issue 7.0 6.6%
Retail Min 35% Total 98.7 100.00% 105.8 100.0%

Face Value ) 10
Price Band (%) 426-428
Max. Issue Size (X mn) 13,311

Lot Size (Eqg. Shares) 35 and multiple thereof

Valuation @426 per share @ %428 per share Object of Offer for sale

Market Cap & mn) 45,052 45,264 = To enhance company's visibility and brand

Net Debt X mn) 10,278 10,278 = Pre-payment of term loans.

Enterprise Value % mn) 55,330 55,542 * General corporate purposes.

EV/ Sales 31 31

EV/ EBIDTA 151 151

P/ 5.3 5.3

P/E 340 34.1 ANOTE: Valuation Parameters considered are fully subscribed issue for FY16 financials

Source: Red Herring Prospectus, Destimoney Research
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Source: Red Herring Prospectus, ACE Equity

Laurus Labs Limited (Laurus Labs) is an leading research and development (“R&D") driven pharmaceutical company in India, with a
leadership position in generic active pharmaceutical ingredients (“APIs”) for select, high-growth therapeutic areas of anti-retrovirals
("ARVs") and Hepatitis C.

Laurus Labs operates in four business lines: Generics — APIs, Generics — FDFs, Synthesis and Ingredients. Generics — APl business
comprises the development, manufacture and sale of APIs and advanced intermediates; Generics — FDF business comprises the
development and manufacture of oral solid formulations; Synthesis business includes contract development and manufacturing
services for global pharmaceutical companies; and Ingredients business comprises the manufacture and sale of specialty ingredients
for use in the nutraceutical and cosmeceutical sectors.

Laurus Labs is focused on growing their presence in the key therapeutic areas, comprising ARV, Hepatitis C and Oncology. Laurus
Labs has launched 59 products since their inception in 2005.

Laurus Labs key customers include Aspen Pharmacare Limited, Aurobindo Pharma Limited, Cipla Limited, Mylan Laboratories
Limited, NATCO Pharma Limited (“NATCO") and Strides Shasun Limited. For the financial year 2016, nine out of the 10 largest
generic pharmaceutical companies in the world, by revenue, were Laurus Labs customers.

Laurus Labs has delivered consistent growth over the last five financial years both in terms of financial and operational metrics. Total
revenues, on a standalone basis, have grown at a CAGR of 41.0% from ¥4,523.07 million for the financial year 2012 t0 ¥17,884.15
million for the financial year 2016 and restated profit for the year, on a standalone basis, it has grown at a CAGR of 60.6% from

%215.77 million for the financial year 2012 to ¥1,435.68 million for the financial year 2016.

The business offers an opportunity for the investors to participate in the growth of the company as rising demand for its products in
the market of "API" and growth of its different portfolio in the market. Though we feel the pricing is on an UPPER SIDE, considering
company’s current financials and a declining ROE, high product risk 92% revenue from APIs and high client concentration (top 10
client contributes 78% of sales ) does not give us valuation comfort. We also do not expect any immediate listing gains. Though
higher P/E ratio than its peers i.e Divis Laboratories and Aurobindo Pharma which are in sub 30 levels, we are NEUTRAL to the IPO
listing.
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Strengths of Laurus Labs

O  Leadership in APIs in Select, High Growth Therapeutic Areas its key products for ARV therapy include EFV, TDF, 3TC and FTC. Its is
well positioned to capitalize on the ARV APl opportunity as a result of its portfolio and scale of operations.

O  Strong R&D Capabilities and Process Chemistry Skills as of June 30, 2016, the Company owned 32 patents and had 150 pending
patent applications, in several countries, and have commercialized 59 products. The Company’s total expenditure for R&D
activities, including for product development costs, was ¥906.52 million for the financial year 2016 compared to ¥586.49 million for the
financial year 2015 and ¥424.40 million for the financial year 2014. As of June 30, 2016, it employed 599 scientists at its R&D
centers, which constituted 25.0% of its total employee strength.

O  Industry Leading, Modern and Regulatory Compliant Manufacturing Capacities it has three manufacturing facilities in
Visakhapatnam and a kilo lab facility in Hyderabad, which have received one or more approvals from WHO, US FDA, PMDA, NIP
Hungary, KFDA or BfArM. In order to meet the growing demand for products, It has increased the aggregate reactor volume of facilities
to 1,833.6 KL, as of June 30, 2016. Post planned expansion, its aggregate reactor volume will increase to 2,095.6 KL during the financial
year 2017.

O Long-standing Relationships with Multi-National Pharmaceutical Companies has maintained long-standing relationships with
multi-national pharmaceutical companies. Laurus Labs top five customers have been with them for at least five years and these
customers, in aggregate, contributed to approximately 67.8% of total revenue and its cumulative revenue from such customers has
grown year over year for the last three financial years.

O  Experienced Promoters and Qualified Operational Personnel its core managerial team has an average pharmaceutical industry
experience of more than 20 years and almost all of them have been associated with the company since its formative years.

Source: Red Herring Prospectus, ACE Equity
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Future road ahead

O To capitalize on its Leadership Position in APIs in Select, High-Growth Therapeutic Areas there are significant growth
opportunities in this area as a result of expected increase in the HIV patient pool with the current WHO guidelines recommending
initiating early treatment for infected HIV patients, regardless of age and viral load. At the end of 2015, approximately 17 million people
were receiving antiretroviral therapy of the total 36.7 million people living with HIV globally, representing approximately 46% of the total
HIV population.

O Expanding its API Portfolio as it has developed several products in the anti-diabetic, cardio vascular and gastroenterology therapeutic
areas and are currently in the process of setting up dedicated capacities to manufacture products in these therapeutic areas at our Unit 3
manufacturing facility.

O Leverage API Cost Advantage for Forward Integration into Generic Finished Dosage Formulation (FDF) the Company had spent
%906.52 million towards our R&D activities and ¥2,013.66 million to set up a FDF manufacturing facility and intend to further increase our
R&D and manufacturing capacities and expertise in development, manufacture and sale of oral solid formulations, which we believe offers
significant growth opportunities in ARVs, Anti-diabetic, Cardio Vascular and Hepatitis C therapeutic areas.

O Develop its Synthesis Business with a view to develop its pipeline for clinical phase manufacturing of new chemical entities and
contribute to the supply chain of its customers, it has established a presence in Greater Boston, Massachusetts, in 2015 with 12 scientists
and four sales personnel who are focused on strengthening its synthesis business. It intends to focus more on the supply of key starting
materials and intermediates for new chemical entities as the molecules move to Phase Ill and to a commercial stage, which would result in
significant revenue.

O  Strengthen its Ingredients Business it currently develops and manufactures specialty ingredients for use in nutraceutical, dietary
supplements and cosmeceutical products. The nutraceutical and cosmeceutical sectors are undergoing consolidation globally and
implementing quality standards similar to that of the pharmaceutical industry. Because of the implementation of such quality standards, it
intends to leverage its strong process chemistry skills to strengthen presence in the nutraceutical and cosmeceuticals sectors in the
manufacture of nature identical substances.

Source: Red Herring Prospectus, ACE Equity
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Generic — APl forms major part of Laurus Labs revenue

FY16 Rev.X17.9
bn

LAURUS LABS LTD.

Generics — API
(Active Pharmaceutical Ingredients)

92.2% FY16

Rev.%16.5bn

comprises of the
development,
manufacture and sale of
APIs and advanced
intermediates in the ARV,
Hepatitis C, Oncology,
Cardio Vascular, Anti-
diabetic, Anti-asthmatic,
Gastroenterology and
Ophthalmic therapeutic
areas.

Source: Red Herring Prospectus
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Generics — FDF

0.5% FY16 Rev.X
0.089bn

comprises the

development and
manufacture of oral solid

formulations. It is

building on its API

strengths to forward
integrate and become a
leading FDF player in the
global

pharmaceutical market.

4.7% FY16 Rev.X
0.835bn

In Synthesis business, it
performs contract
development and

manufacturing services

for global
pharmaceutical
companies from pre-
clinical supplies to
commercial scale
manufacturing.

Ingredients

2.6% FY16 Rev.X
0.465bn

\ 4

Comeprises the
manufacture and sale of
specialty ingredients for

use in nutraceutical,
dietary supplements and
cosmeceutical products.
Its Ingredients business
allows it to leverage its

existing R&D, process

chemistry competence

and manufacturing

capabilities
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It has shown a growth in its revenue consistently

Revenue Trend Operating Profit
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Source: Red Herring Prospectus, ACE Equity
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Has a higher P/E than its listed peers

Revenue ¥ mn ROCE %

Divis Laboratories 37,764 29.16 28.57 35.18
Aurobindo Pharma Limited 138,961 22.89 32.17 27.89
Laurus Labs Limited 17,838 341 15.6 20.1

Source: Red Herring Prospectus, ACE Equity
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Consolidated Summary Financials

Income Statement Balance Sheet
As at Sept
Tmn FY16 FY15
FY16 As:ﬁ;’pt FY16 FY15 FY14
Total Income 9,296 17,838 13,266
COGS 5,316 10,252 9,057 7,907  Liabilities
. Share capital 987 824 821 778
Operating Expense 2,014 3.915 2,257 1,654 Share Warrants & Outstandings - 27 29 34
EBIDTA 1,966 3,671 1,951 2,036 Reserves and surplus 8,302 7,668 6,370 2,772
Interest & Fin. Charges 529 1,149 1,011 587  Minority Interest - - - -
Depreciation 536 922 615 329 Deferred tax liabilities 597 448 103 118
Other | 122 26 341 88 Other long term liabilities 385 442 447 -
5 e .ncorln'e Long term provisions 76 68 51 39
xceptional items - - - - Long term borrowings 2,829 4,606 3,037 1,882
PBT 1,023 1,676 666 1,209  Trade payables 3,083 2,493 2,308 2,275
Tax 258 345 (16) 236  Other current liabilities 3,537 1,445 1,333 1,643
Short-term borrowings 5,758 4,814 4316 3,122
PAT 766 1,331 681 972 o ! ' ! !
. Short-term provisions 251 196 67 70
Share of Associate (15) “) 2 " Total Liabilities 25805 23,030 18,883 12,732
Net Profit 751 1,327 684 972  Assets
Net Block 10,592 10,856 8,010 4,993
As at Sept cwip 2,164 696 1,097 1,161
Imn FY16 nAS s e Intangible assets - - - i
Gross Margin 42.8% 42 5% 31.7% 31.8% Long term loans and advances 1,519 1,285 939 685
EBIDTA Mardi 21.29% 20.6% 14.7% 17 6% Non- Current Investment 56 70 74 -
argin £ 20 20 £ 2D 27 Other non-current assets 137 83 123 128
Net Margin 8.1% 7.4% 5.2% 8.4%  Inventories 5,214 4,871 4,755 3,281
ROE 8.1% 15.6% 9.5% 27.1%  Trade receivables 5,333 4,449 2,851 1,949
ROCE 11.8% 20.1% 15.4% 31.9% Cash & bank balances 135 277 589 232
Short-term loans and advances 394 239 228 198
Other Current Assets 260 195 201 88
Misc Exp - 9 16 17
Total Assets 25,805 23,030 18,883 12,732

Source: Red Herring Prospectus
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Shareholding of Key management personnel

Name No. of Equity Shares Percentage of shareholding (%)
Dr. Satyanarayana Chava 16,781,704 16.99
Dr. Raju Srihari Kalidindi 5,200,000 5.27
Ravi Kumar V V 1,600,000 1.62
Dr. Lakshmana Rao C V 2,300,000 2.33
Dr. GSR Anjaneyulu 260,000 0.26
M Bhaskaraiah 120,000 0.12
Srinivasa Rao S 120,000 0.12
Martyn Oliver James Peck 80,000 0.08

Source: Red Herring Prospectus, ACE Equity
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Key Risks

O  Laurus Labs derive a significant portion of revenue from the sale of products in certain therapeutic areas and any
reduction in demand for these products could have an adverse effect on its business, results of operations, financial
condition and cash flows.

O  Any manufacturing or quality control problems may subject it to regulatory action, damage its reputation and have an
adverse effect on its business, results of operations, financial condition and cash flow.

O  Laurus Labs products may become obsolete due to a breakthrough in the development of alternate drugs.

O  Laurus Labs derives a significant portion of its revenue from a few customers, most of whom it does not have long term
contractual arrangements with, and the loss of one or more such customers, the deterioration of their financial condition
or prospects, or a reduction in their demand for its products can have an adverse effect.

Destimone

11 December 5, 2016 y
world-class financial services




Destimoney Securities Private Limited

6th Floor, " A" Wing , Tech-Web Centre, New Link Road, Oshiwara , Near Behram Baug, Jogeshwari (West), Mumbai - 400102

Disclaimer:

Destimoney Securities Private Limited (hereinafter referred to as “Destimoney”) is a registered Member of
National Stock Exchange of India Limited, Bombay Stock Exchange Limited and MCX Stock Exchange Limited.
Destimoney is also registered as a Depository Participant with CDSL. Destimoney is in the process of making
an application with SEBI for registering it as a Research Entity in terms of SEBI (Research Analyst) Regulations,
2014. Destimoney or its associates has not been debarred/ suspended by SEBI or any other regulatory
authority for accessing /dealing in securities Market and no material disciplinary action has been taken by
SEBI/other regulatory authorities impacting Destimoney’s Equity Research Analysis. Destimoney or its
associates/analyst including its relatives do not hold any actual/beneficial ownership of more than 1% in the
company/ies covered by Analyst (hereinafter referred to as “Subject Company/ies”). Destimoney or its
associates/analyst including its relatives may hold financial interest in the company/ies covered by Analyst
(hereinafter referred to as “Subject Company/ies”). Destimoney or its associates/analysts or his/her relative
does not receive any compensation or other benefits from the subject company/ies mentioned in this
research report (hereinafter referred to as “Report”) or from a third party in connection with preparation of
the report. Accordingly, Destimoney or its associates/analyst or his/her relative does not have any other
material conflict of interest at the time of publication of the Report.

Research analyst/s engaged in preparation of the Report, has not received any compensation / managed or
co-managed public offering of securities of the subject company/ies / has not received compensation for
investment banking or merchant banking or brokerage services from the subject company/ies / has not
received compensation for products or services other than investment banking or merchant banking or
brokerage services from the subject company/ies / has not received compensation or other benefits from the
subject company/ies or third party in connection with the Report of the subject company/ies during the past
twelve months / has not served as an officer, director or employee of subject Company/ies and is not
engaged in market making activity of the subject Company/ies.

Destimoney or its associates are engaged in various financial services business, thus, it might have, received
any compensation / managed or co-managed public offering of securities of the subject company/ies /
received compensation for investment banking or merchant banking or brokerage services from the subject
company/ies / received compensation for products or services other than investment banking or merchant
banking or brokerage services from the subject company/ies / received compensation or other benefits from
the subject company/ies or third party in connection with the Report of subject company/ies during the past
twelve months engaged in market making activity for the subject company/ies.

In the preparation of the material contained in the Report, Destimoney has used information that is publicly
available, as also data developed in-house. Some of the material used in the document may have been
obtained from members/persons other than Destimoney and which may have been made available to
Destimoney. Information gathered & material used in the Report is believed to be from reliable sources.
Destimoney has not independently verified all the information and opinions given in this
material/document/Report. Accordingly, no representation or warranty, express or implied, is made as to the
accuracy, authenticity, completeness or fairness of the information and opinions contained in this
material/document/Report. For data reference to any third party in this material no such party will assume any
liability for the same.

Destimoney group companies provides finance related product services like distribution of financial products
and as such is a provider of many services like loans, mutual funds, tax & trust planning etc. mentioned in this
brochure. And hence, Destimoney do not warranty / guarantee about performance of any products and
customer servicing w.r.t third party products per se.
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Third party products are subject to code of conduct to be adhered to by the representatives of Destimoney and
Destimoney is not responsible for the losses, whether actual or notional incurred by any investor. Services assured
and expected may vary from actual service and Destimoney does not guarantee about the quality of services.
Investments in securities and commodities are subject to market and other risks and there is no assurance or
guarantee that the objectives of any of the Investments/Schemes/product would be achieved. Past performances
are only indicative and returns are not assured and guaranteed by Destimoney group companies. The price, value
of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise.
The value of securities and financial instruments is subject to exchange rate fluctuation that may have a positive or
adverse effect on the price or income of such securities or financial instruments.

The recipient alone shall be fully responsible, and/or liable for any decision taken on the basis of this
material/document/Report. Destimoney does not in any way through this material solicit or offer for purchase or
sale of any financial services, commodities, products dealt in this material/document/Report. Destimoney/its
affiliates/associates/directors shall not be in any way responsible for any loss or damage of any nature, including
but not limited to direct, indirect, punitive, special, exemplary, and consequential, as also any loss of profit that
may arise to any person/entity from or in connection with the use of information contained in this
material/document/Report. All recipients of this material/document/Report before dealing and/or transacting in
any of the products advised, opined or referred to in this material shall make their own investigation, seek
appropriate professional advice and make their own independent decision. Noting contained in this
material/document/Report should be construed as investment or financial advice. Clients are advised to assess
their risk profile/ appetite before acting on any information contained in this material/document/Report. Investors
should also refer to risk tag and compare it with is own risk appetite before taking any investment decision.

Reports on technical and derivative analysis are based on studying charts of a stock’s price movement,
outstanding positions and trading volume as opposed to focussing on a company’s fundamentals and as such,
may not match with a report on a company’s fundamentals. The opinions expressed in the Report are our current
opinions as of the date of this report and may be subject to change from time to time without notice. Destimoney
or any persons connected with it do not accept any liability arising from use of this material/document/Report.

Information/ opinion conveyed through this material/document/Report are strictly meant for the registered Clients
of Destimoney group of Companies of the respective segments. This information is not intended for distribution
to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be contrary
to law or regulation or which would subject Destimoney or its affiliates to any registration requirement within
such jurisdiction or country. This information does not constitute an offer to sell or a solicitation of an offer to buy
any financial products to any person in any jurisdiction where it is unlawful to make such an offer or solicitation.
No part of this material may be duplicated in whole or in part in any form and / or redistributed without the prior
written consent of Destimoney. This material/document/Report is being supplied to you solely for your
information, and its contents, information or data may not be reproduced, redistributed or passed on directly or
indirectly.

For any grievance mail at compliance@detimoney.com

A graph of daily closing prices of securities available at
) = . ’ isp, o and

http://economictimes indiatimes com/markets/stacks/stack-quates. (Choose a company from te list on the

browser and select the “three years” period in the price chart).

Recipients of the Report shall always independently verify reliability and suitability of the Report and opinions

before investing.
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