Morning Insight
JULY 1, 2019

News Highlights

% Ch g
28- Ju n

1 Day

1 M th

3 M th s

39,395
11,789
31,105
9,658
17,654
14,239

(0.5)
(0.4)
(0.5)
(0.4)
(0.4)
(0.1)

(0.8)
(1.1)
(0.9)
(1.5)
(1.7)
(4.2)

1.3
1.0
2.6
(0.5)
(3.7)
(6.0)

26,600
8,006
7,426
21,276
28,621
2,979

0.3
0.5
0.3
(0.3)
1.4
(0.6)

7.2
7.4
3.7
5.1
6.1
4.8

1.3
2.3
1.5
0.7
(3.4)
(4.2)

Indian Indices
SENSEX Index
NIFTY Index
NSEBANK Index
NIFTY 500 Index
CNXMcap Index
BSESMCAP Index
World Indices
Dow Jones
Nasdaq
FTSE
NIKKEI
Hangseng
Shanghai
Value traded (Rs cr)
Cash BSE
Cash NSE
Derivatives

divestment of its stressed assets to bring down its overall debt. The
move comes in the backdrop of the RBI's June 7 circular laying down
guidelines for the resolution of bad loans. (Business Line)

 The SBI-led committee of creditors of Asian Colour Coated Ispat Ltd
(ACCL), which has an outstanding debt of over Rs 50 bn, has approved
JSW Steel's Rs 15 bn bid to acquire the stressed steel company. Most
of the money will go to financial creditors. (Business standard)

 Although the distressed home buyers of Jaypee Infratech Limited (JIL)
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Advances / Declines (BSE)

are urging the government to intervene in the resolution process of the
bankrupt realty firm in support of NBCC's bid, the public sector
construction major, according to sources, is no more interested in
acquiring JIL and its stalled projects. (Mint)

 Supply of coal to the power sector by state-owned CIL declined by 2.6%
to 80.9 mn tonnes in the first two months of the ongoing fiscal,
government data showed. (Mint)

 In Jet Airways Hinduja-Etihad consortium is gearing up to bid for
company under IBC; Tata Group is exploring potential bid but has not
taken final call yet. (MC)

 In ONGC, the company seeks partners to bid for 64 oil, gas producing
fields. (Mint)
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 Syndicate Bank Board approved to raise capital up to Rs 5 bn during FY
2019-20 by way of qualified institutional placement (DIP) / Follow on
public issue preferential allotment or any other mode. (MC)

 Deepak Nitrite through its wholly owned subsidiary Deepak Phenolics
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(DPL) achieves major milestone towards manufacture of phenol and
acetone with average capacity utilisation of around 80 percent and
having achieved peak capacity utilization of 100 percent in Q4FY19
contributes Rs 9.3 bn to consolidated turnover of Rs 27.2 bn. (MC)

 NMDC terminates contract with BHEL for delay in Rs 14 bn project.
 Amber Enterprises extended the timeline to complete the acquisition of
balance stake of 51 percent in Ever Electronics Private Limited by
August 31, 2019 in one or more tranches. (MC)

 In JK Paper CRISIL revised its outlook from 'stable' to 'positive' and
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upgraded its rating of the company. (MC)
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Dewan Housing Finance Corporation Ltd (DHFL), banks are likely to
meet soon to put together a plan to ensure that there is no systemic
impact of the recent credit rating downgrades and defaults, albeit
temporary, on financial instruments. (Business line)
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 To protect their exposure of about Rs.460 bn to the cash-strapped
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A

auditor of Eveready Industries citing reservations on certain inter-group
transactions that promoter group made during FY19, the latter said in
an exchange filing on June 29. (ET)

28- Ju n

Net inflows (Rs cr)
FII
Mutual Fund

28- Ju n

 Price Waterhouse & Co Chartered Accountants LLP has resigned as the

Sep-18

Source: Bloomberg

Dec-18

Mar-19

Jun-19

Source: ET = Economic Times, BS = Business Standard, FE = Financial Express, IE = Indian
Express, BL = Business Line, BQ = BloombergQuint, ToI: Times of India, BSE = Bombay
Stock Exchange, MC = Moneycontrol

Kotak Securities Limited has two independent equity research groups: Institutional Equities and Private Client Group. This report has been prepared by the Private Client Group.

July 1, 2019
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Laurus Labs Ltd.
Analyst: Chirag Talati - CFA, Kumar Gaurav (Email: kspcg.research@kotak.com; Contact: +91 22 6218 6427)
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Key Highlights:
 Laurus’ 4QFY19 revenues were 3% ahead of our estimates, driven by the synthesis business, which grew 110% yoy

(+37% vs KIE). ARV declined 15% yoy, missing our estimates by 14%, given de-stocking in South Africa ahead of new
tender supplies from June 2019. Oncology APIs grew 80% (+135% vs KIE), while Hep-C was 10% ahead of our
estimates.
 Over the past three years, Laurus has made meaningful investments in capacities with gross block of Rs.8 bn yet to

generate revenues (units 2, 4, 5 and 6) with operating costs of ~Rs.1.6 bn in FY2019E. Unit 2 is likely to turn cash
positive from 1QFY20, while unit 4 too should turn cash positive from 2HFY20.
 Laurus’ formulation supplies to partner Aspen will also likely commence from June 2019. This, along with CMO

supplies in the US/EU, should contribute incremental US$15-20 mn revenues in FY2020, and drive incremental
capacity utilization of its formulation unit, driving it towards breakeven in FY20E (FY19E loss of ~Rs.1.2 bn).

 Formulation supplies to the US$1.6 bn LMIC ARV market should drive growth, and to that extent, Laurus supplied

US$2 mn TLD formulation in the Global Fund in 4QFY20, with the quantities likely to increase from FY20.
 We expect strong volume growth in oncology and other API segments, given the ongoing supply issues in the API

industry. We also expect continued growth in other segments, particularly synthesis, which should grow at 25%
CAGR from FY19-21.
 We continue to see value in the stock, with the recent ARV formulation supplies to Global Fund and strong ramp-up

in synthesis providing visibility on growth, given pressures in EFV API. BUY; fair value Rs.430, based on ~15X FY21E
EPS.
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This one pager on the company is extracted from last KIE update dated May 03, 2019 and it does not contain events beyond that date. We take no obligation to update the KIE
recommendations. While source of all other information is taken from Kotak Institutional Equities, the price performance and shareholding pattern chart is inputted by Kotak
PCG research team (with source as Bloomberg). It is advisable to read the full KIE report before taking any investment decision on the above company recommendation.

RATING SCALE
Definitions of ratings
BUY

–

We expect the stock to deliver more than 15% returns over the next 12 months

ADD

–

We expect the stock to deliver 5% - 15% returns over the next 12 months

REDUCE

–

We expect the stock to deliver -5% - +5% returns over the next 12 months

SELL

–

We expect the stock to deliver < -5% returns over the next 12 months

NR

–

Not Rated. Kotak Securities is not assigning any rating or price target to the stock.
The report has been prepared for information purposes only.

SUBSCRIBE

–

We advise investor to subscribe to the IPO.

RS

–

Rating Suspended. Kotak Securities has suspended the investment rating and price target
for this stock, either because there is not a sufficient fundamental basis for determining, or
there are legal, regulatory or policy constraints around publishing, an investment rating or
target. The previous investment rating and price target, if any, are no longer in effect for this
stock and should not be relied upon.

NA

–

Not Available or Not Applicable. The information is not available for display or is not
applicable

NM

–

Not Meaningful. The information is not meaningful and is therefore excluded.

NOTE

–

Our target prices are with a 12-month perspective. Returns stated in the rating scale are our
internal benchmark.
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