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Company Summary

Indo-Bangla Pharmaceuticals Limited (IBPL) is producer, seller and distributor of all
kinds of medicine (excluding antibiotic), medical preparation drugs & chemicals (human
health) in the form of tablet, capsule, syrup, oral saline, and suspension. IBPL sells
these products mainly in the domestic market. Recently, the company has also applied
for the permission for the production and selling of veterinary medicine.

The company commenced commercial operation in June 2014 and was converted to
public limited company in October 2014. The major shareholders of the company are
Investment Corporation of Bangladesh (ICB) and Mr. A F M Anowarul Huq with 16.13%
and 13.37% post-IPO shares, respectively. Notably, Mr. Huq is also the Managing
Director of IBPL and Mr. Huqg's sister, Ms. Aziza Yeasmin, is the Chairperson of IBPL.

In 2016, the installed capacity of IBPL for tablet, capsule and liquid was 84.5 mn pcs,
425 mn pcs and 140 mn ml, respectively with capacity utilization of 67%, 67% and
60%, respectively. According to the management, the overall installed capacity is
expected to be increased at a CAGR of 62% in the next three years. The company
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Income Statement

didn’t obtain any patent rights or trademarks with any party. Currently, IBPL does not Mn BDT 2015 2016 2017
have any subsidiary, associate or holding company. Revenue 435.0 444.8 616.7
Cost of Goods Sold (257.9) (262.5) (381.8)
IPO Details Gross Profit 177.1 182.2 234.9
IBPL will raise BDT 200.0 million as IPO proceeds through fixed price method by  Qperating Expenses (84.7) (87.8) (102.7)
offering ~20.0 million ordinary shares of BDT 10.0 each. Proceeds from initial public  agministrative Expenses 220 23.4 20.8
offering (IP_IQh) VL\;”I blfdused f?ll'Pccc))nstruchgn landh civil t\let?rks., machineries and IPO Selling and distributing expenses 62.7 64.4 72.8
expenses. The break down o proceeds is shown below: Operating Profit 02.4 04.5 132.2
£1PO % of Non-Operating Income 0.2 0.9 10.5
Use of IPO Proceeds Mn BDT % of Proceed Earnings before WPPF 92.6 95.3 142.8
Construction and civil works 58.6 29.3%  Contribution to WPPF R (4.5) (6.8)
Machineries 124.7 62.4% EBT 92.6 90.8 136.0
IPO Expense 16.7 2.5% Income Tax Expenses (32.4) (31.8) (47.6)
Total 200.0 100.0% NPAT 60.2 59.0 88.4
- Basic EPS 6.4 2.62 1.21
Key Points
Balance Sheet
(] i 0,
IEPL has reported a top I|r1e avelrage grothh of 12.3% 0\{er the last 2 years Mn BDT 2015 2016 2017
with an average gross profit margin of 39.9%. The bottom line average growth Fixed Asset 158.3 1305 536.6
was 13.6% with an average net profit margin of 13.8%. Though the sales Ixed Assets ) : i :
volume increased, there was a decline in net income in 2016. This decline Property, Plant & Equipment 147.9 2114 5366
was mainly due to provision for WPPF. Capital Work-in-Progress 10.4 119.1 -
° IBPL is raising IPO proceeds primarily to purchase machineries and construct CurrentlAssets 224.7 614.9 541.1
- . Inventories 142.2 156.5 151.1
four new factory buildings. These ventures are expected to increase the o )
company’s manufacturing capacity which may help the company experience | rade and Other Receivables 414 112.3 163.0
higher revenue growth in coming years. Advances and deposits 35.3 105.3 109.4
Cash & Cash Equivalent: 5.9 240.8 116.8
o Most of the raw materials of IPBL are imported mainly from India & China; as ash Squivaients
L . s . Total Assets 383 945.4 1,077.70
hence, BDT depreciation against USD may affect the company’s margins. As Share Holders' Equit 150.2 849.2 037.6
the number of suppliers of raw materials is plenty in the market, the company are Ho ; ers’ Equity N N :
is not dependent on any single supplier for the sourcing of raw materials and Sharg Capital . 99 730 730
thus there is no possibility of any disruption. Retained Earnings 60.2 119.2 207.6
L] IBPL is heavily investing in fixed assets from the last three years which is Non-Current L,'ab,',",t'es 4 138 38.2
. , . Deferred Tax Liabilities 4 9.3 38.2
affecting the company’s net cash flow. The company has invested around »
BDT 250 million in purchasing of various fixed assets. The company is likely Frovision f_or\_’\{F.’PF - 45 -
to grow in upcoming years because of these investments. Current Liabilities 219.8 823 101.9
Provision for WPPF - - .
o IBPL is a debt-free company. Notably, the company issued share capital of rovision for 68
S Lo R . Trade and Other Payables 11.8 15.9 16.7
BDT 631 million in 2016 and made the major investments with the capital.
Vendors Payable Account 171.8 - -
L Gaining market share is very difficult for new small pharmaceutical companies  prgvision for Taxes 28.4 54.9 73.6
as the pharmaceutical market in Bangladesh is highly concentrated with top | japjities for Expenses 77 15 4.8
five players having almost half of the total market share. Notably, despite 1 .. Equity & Liabiliti 383 945.4 1,077.70
having 210 active players in the market, the top 30 players hold almost 94% OF Squly & LapTiHes - —
market share. Cash Flow Statement
®  |BPL’s IPO subscription was delayed from the initial date of April 08, 2018 Mn BDT 2015 2016 2017
after the HC issued a stay order on the company's IPO subscription following Operating Activities 74.9 14.0 79.4
a writ petition filed by National Bank Limited (NBL). Reportedly, the writ Investing Activities (71.2) (410.1) (203.4)
petition was filed as four directors of Indo-Bangla Pharmaceuticals were 'loan  Financing Activities 1.0 631.0 .
defaulters' as guarantors of loans disbursed by the NBL. Net Cash Flow 5 235 (124)
° IBPL installed two diesel generators as a backup for any type of power Ratios
dlsruptl(_;n. Escalation of electricity and oil prices will put a pressure on the 2015 2016 2017
production cost of the company. . )
Gross Profit Margin 40.7% 41.0% 38.1%
Operating Profit margin 21.2% 21.2% 21.4%
Comparable & Trading Multiples Net Profit Margin 13.8% 13.3% 14.3%
Revenue Growth N/A 2.2% 38.7%
Trailing P/E multiples of other listed comparable stocks in the pharmaceuticals ~Gross Profit Growth N/A 2.9% 28.9%
sector are given below: Operating Profit Growth N/A 2.2% 39.9%
DSE Ticker Market Cap * TTM Earnings* pie  NPAT Growth N/A 20% 49.7%
ORIONPHARM 9,664.2 734.8 13.3X 36:“Dt°b’?fseE‘ ) 23 ; 22'2 j 122 j
e e 0 Equity -3.17 -£0.4770 -1£2.07
IABEI)\IVSI!;?' 82’;‘51?52) 22;2 gg;x Return on Asset N/A 9.1% 5.8%
- - 2 Return on Equity N/A 11.9% 6.6%
*in BDT Million

Effective Tax Rate

35.0% 35.0% 35.0%
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IMPORTANT DISCLOSURES

Analyst Certification: Each research analyst and research associate who authored this document and
whose name appears herein certifies that the recommendations and opinions expressed in the research report
accurately reflect their personal views about any and all of the securities or issuers discussed therein that are
within the coverage universe.

Disclaimer: Estimates and projections herein are our own and are based on assumptions that we believe
to be reasonable. Information presented herein, while obtained from sources we believe to be reliable, is not
guaranteed either as to accuracy or completeness. Neither the information nor any opinion expressed herein
constitutes a solicitation of the purchase or sale of any security. As it acts for public companies from time to time,
BRAC-EPL may have a relationship with the above mentioned company(s). This report is intended for distribution
in only those jurisdictions in which BRAC-EPL is registered and any distribution outside those jurisdictions is
strictly prohibited.

Compensation of Analysts: The compensation of research analysts is intended to reflect the value of the
services they provide to the clients of BRAC-EPL. As with most other employees, the compensation of research
analysts is impacted by the overall profitability of the firm, which may include revenues from corporate finance
activities of the firm's Corporate Finance department. However, Research analysts' compensation is not directly
related to specific corporate finance transaction.

General Risk Factors: BRAC-EPL will conduct a comprehensive risk assessment for each company under
coverage at the time of initiating research coverage and also revisit this assessment when subsequent update
reports are published or material company events occur. Following are some general risks that can impact future
operational and financial performance: (1) Industry fundamentals with respect to customer demand or product /
service pricing could change expected revenues and earnings; (2) Issues relating to major competitors or market
shares or new product expectations could change investor attitudes; (3) Unforeseen developments with respect
to the management, financial condition or accounting policies alter the prospective valuation; or (4) Interest rates,
currency or major segments of the economy could alter investor confidence and investment prospects.
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