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Company Background

Silva Pharmaceuticals Limited (SILVAPHL) is a pharmaceutical company engaged
in manufacturing and marketing of pharmaceutical finished products in the
categories of antibiotics, analgesics, anti-diabetics, narcotics, anti-pyretic, anti-
inflammatory drugs, anti-ulcerants, antiemetic, gastroprokinetic, anti-histamine, anti-
spasmodic expectorants, vitamins & minerals medicines. All the categories of this
company are produced in the form of tablets, capsules, liquid and dry syrup.
Tablets and capsules contribute almost 58.2% and 31.5% to the revenue
respectively. SILVAPHL sells these products mainly in the domestic market.

The company commenced commercial operation in July 2003 and was converted to
a public limited company in April 2014. The company doesn’t have any subsidiary,
associate company or joint venture.

As of June 2017, the installed capacity of the company was 198.0 million pcs
tablets, 52 million pcs capsules, 1.8 million phial liquid and 0.22 million phial dry
syrup with an annual capacity utilization rate of 60.1%, 61.2%, 69.8% and 81.2%
respectively. According to the management of the company, over the next three
years, the overall installed capacity and utilization rate is going to be increased at a
CAGR of approximately 12% and 8% respectively once new types of machinery are
introduced. Currently, the company has almost 1,100 full-time employees.

IPO Details

Silva Pharmaceuticals Limited will raise BDT 300.0 million as IPO proceeds through
fixed price method by offering 30.0 million ordinary shares of BDT 10.0 each.
Proceeds from initial public offering (IPO) will be used for the acquisition of
machineries and equipment, construction of a factory, repayment of loan and IPO

expenses. The break down of IPO proceeds is shown below:

Use of IPO Proceeds Mn BDT % of Proceed
Acquisition of new machinery & equipment 122.5 40.8%
Civil construction of two storied new factory building 56.0 18.7%
Repayment of the term loan 99.0 33.0
IPO Expense 22.5 7.5%
Total 300.0 100.0%
Key Points

o Silva Pharmaceutical Limited has reported a top line CAGR of 12% over the

last 5 years with an average gross profit margin of 41.0%. This ratio is in line
with the industry average gross margin ratio 46.1%. The bottom line CAGR
was 11.6% with an average net profit margin of 12.1%. This ratio is also
satisfactory to the industry average net profit margin ratio which is 13.7%. The
increase in bottom line CAGR is due to the increase in the efficiency of its
operations.

SILVAPHL is raising IPO proceeds primarily for the acquisition of 15 types of
brand new types of machinery and equipment and civil construction of a new
factory building. These ventures are expected to increase the capacity of the
company’s manufacturing lines which is expected to increase the revenue.

The company will repay BDT 99.0 million term loan from NCC Bank Limited
by using their IPO proceeds which will reduce the company’s financial
expenses.

SILVAPHL has a Fixed Deposit Receipt (FDR) with Union Bank and Jamuna
Bank totaling BDT 120 million, which is 6.2% of the total asset. From 2016 to
2017, the company has generated interest income of BDT 41.9 million from
this FDR. According to the company, this FDR will be withdrawn and will be
used for expansion of the business and repayment of loan.

The pharmaceutical market in Bangladesh is highly concentrated with the top
five players having almost half of the total market share. Notably, despite
having 210 active pharmaceutical companies in the market, top 30 players
hold almost 94% market share, making it very difficult for small companies to
gain market share. Therefore, being a player in this market, Silva
Pharmaceuticals will also have to face challenges gaining a significant
percentage of market share soon even if the company’s revenue continues to
grow at a good rate.

For better quality assurance and steady production, the company depends on
both foreign and local suppliers. Most of the raw materials of SILVAPHL are
imported; mainly from India and China. Hence, BDT depreciation against
USD may affect the company’s margins. Additionally, SILVAPHL procures a
good amount of packaging materials from local suppliers as well.

One of the major share-holders of the company is the Investment Corporation
of Bangladesh (ICB) with 23.1% post-IPO shares.

Comparable & Trading Multiples

Trailing P/E multiples of other listed comparable stocks in the pharmaceuticals
sector are given below:

DSE Ticker Market Cap * TTM Earnings* P/E
ORIONPHARM 9664.2 734.8 13.4x
CENTRALPHL 17571 29.7 60.8x
BEACONPHAR 4227.3 90.1 46.9x

*in BDT Million
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Company Summary
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Income Statement

Mn BDT 2013-14 2014-15 2015-16 2016-17 2017-18*
Turnover 4939 5039 586.0 6025 517.4
Cost of Goods Sold (290.4) (314.3) (354.7) (365.8) (304.7)
Gross Profit 203.6 189.6 231.2 2367 212.7
Operating Expenses (59.9) (66.2) (86.5) (112.1) (93.0)
Operating Income 143.6 123.4 144.7 124.6 119.6
Financial Expenses (66.7) (44.5) (33.3) (0.4) (2.9)
Net Operating Profit 76.9 789 1114 1243 116.8
Other Income 20 1.1 0.9 5.7 74
EBCWPPF 78.9 799 1124 130.0 1241
Provision for WPPF - - 5.4) (6.2) (5.9)
EBT 78.9 799 107.0 123.8 118.2
Income Tax Expenses (29.6) (28.0) (37.5) (43.5) (41.6)
NPAT 49.3 52.0 69.6 80.3 76.6
Basic EPS 1.00 1.06 1.13 1.03 0.77

Balance Sheet

*9 months from 1st July 2017 to 31st March 2018

Mn BDT

Fixed Assets:

Property, Plant and Equipment
Capital Work in Progress
Current Assets

Inventories

Trade and Other Receivables
Advances, Deposits & Prepayments
Investment in FDR

Cash & Cash Equivalents
Total Assets

Share Holders' Equity:

Share Capital

Retained Earnings
Non-Current Liabilities:

Long Term Borrowing
Deferred Tax Liability

Current Liability:

Trade & Other Payables
Current Portion of Long Term Loan
Short Term Borrowings
Provision for Current Tax
Total Equity and Liabilities

2013-14 2014-15 2015-16 2016-172017-18*

609.7 601.1 802.0 843.7 896.1
609.7 601.1 683.1 706.7 7129
0.0 00 1189 1370 183.2
505.0 632.9 836.9 1097.4 1106.1
202.3 2773 3053 3695 387.0
2322 2492 2837 2535 2479
427 58.5 203.0 2709 3253
0.0 0.0 0.0 120.0 97.5
27.8 47.8 44.9 83.5 48.4
11147 1234.0 1638.9 1941.2 2002.3
685.8 848.6 1239.4 1647.8 1694.2
120.0 120.0 500.0 1000.0 1000.0
4758 510.7 5854 647.8 694.2
189.1 1779 1753 86.0 89.9
128.0 1113 97.0 0.0 0.0
61.1 66.7 78.3 86.0 89.9
239.8 207.5 2242 207.3 2181
12.4 10.2 9.9 43 3.2
15.3 16.8 17.4 99.0 101.7
167.5 1320 1146 0.0 0.0
44.6 48.5 824 1040 113.2
1114.7 1234.0 1638.9 1941.2 2002.3

Cash Flow Statement

*9 months from 1st July 2017 to 31st March 2018

Mn BDT

Operating Activities
Investing Activities

Financing Activities
Net Cash Flow

2013-14 2014-15 2015-16 2016-172017-18*

191.8 188 907 804 933
(99.1)  (31.5) (335.0) (240.0) (98.2)
(93.3) 326 2426 1981 (30.2)
(0.65) 19.90 (1.66) 38.57 (35.09)

Ratios

*9 months from 1st July 2017 to 31st March 2018

Gross Profit Margin
Operating Profit margin
Net Profit Margin
Revenue Growth
Gross Profit Growth
Operating Profit Growth
NPAT Growth

Debt to Asset

Net Debt to Equity
Return on Asset
Return on Equity
Effective Tax Rate

2013-14 2014-15 2015-16 2016-17 2017-18*

412% 376% 395% 39.3% 41.1%
291% 245% 247% 20.7% 23.1%
10.0% 103% 119% 133% 14.8%
25.0% 2.0% 16.3% 2.8% N/A
95% -6.8% 21.9% 2.4% N/A
11.1% 26% 41.3% 11.5% N/A
9.9% 53% 33.9% 154% N/A
27.9% 21.1% 14.0% 5.1% 5.1%
413% 25.0% 14.9% 0.9% 3.1%
4.1% 4.2% 3.6% 3.9% 41%
6.6% 6.4% 5.0% 4.8% 4.8%
37.5% 35.0% 35.0% 351% 352%

*9 months from 1st July 2017 to 31st March 2018
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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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