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 IOC Buyback Record date '25 Dec 18' to '20 Dec 18 

IOC Buyback ratio minimum will be 40% and maximum can go up to 70% 
Buyback Price 149.00 
Dividend @6.75 Per Share 
Record Date for both 25/12/2018 

 Company Name: ONGC Ltd. 
CMP:Rs 148.65 
Buyback price: Rs 159 
Record Date : 4th January 2019 
View: "Participate" 
We assume that around 25% shareholders in retail segment shall tender their 
shares and hence acceptance ratio can come to around 70%. This generates an 
expected return of 8% assuming post buyback price to be Rs 166, valuing 9x 
FY20e EPS. We recommend investors to participate in Buyback offer. 
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Nifty Spot In Last Week :- 

As we saw the Price Movement in Nifty Spot in last week that In Upside is 

10,985.15 and in Downside 10,738.65. 

 

 

 

 

 

 

 

 

 

 

Nifty Spot In Upcoming Week :- 

There is strong Resistance is 11,080 There is possibility of profit booking on this 

level if close above 11,090 the next level 11,230 down side 10,550 is support if 

break this level then down side next target 10,350 to 10,155. 

Bank Nifty in Upcoming week :- 

27,480 is strong resistance if cross 27,480 then next level up side 28,500, down 

side 26,500 is very important level if close below  this level then  down side target 

26,000. 
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Recommendation for next week   

 

BANKNIFTY WEEKLY CHART  

 

NIFTY WEEKLY CHART 
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Commodity Market 

 

Copper :-  buy in dips with sl 402 upside target 

will be 422 to 440 If close below 402 then down 

side target 380.  

447 ni sl Y) v[ciN kr) Skiy. 

 

Crude:- If break 3150 level then down side 

target 3033 buy this level with sl 2990 upside 

target will be 3200 to 3400.  

 

Silver :- buy in dips with sl 36000 upside 

target will be 38,300 to 39,300 possibilities . 

 

 

 

Gold :- buy in dips with the Stop loss of 

30,700 for target will be 31,500. 
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Commodity Market 

 

USDINR: : Investors can Sell on rise stop loss of 

72.60 down side target will be  69.50 to 69.00 ,Buy 

in dip  with sl 69.90 upside target will be 70.86 to 

71.60. 

 

GBPINR: Investors can buy in dip with the 

stop loss of 87.20 and upside target will be 90.40. 

 

EURINR: : Investors can buy in dip with 

the stop loss of 79.20 and upside target will be  

80.70 to 81.50, if break 79.20 then down side 

target 78.50. 

 

 

 
JPYINR: Investors can buy in dip with the 

stop loss of 61.80 and upside target will be 

63.50 to 64.15. 

 



 

MARKET-HUB 

 

 

 

 

During the week Rupee touch highest levels against the US Dollar since 

November 30. The main reason behind such strength in Rupee was that 

the crude oil price plugged to the lowest level over a year. 

The other reason was the broader weakness in the dollar against major 

currencies. The news that the Federal Reserve in its policy statement 

indicated that rate hike in coming year could be restricted to two, 

compared to earlier estimate three rate hikes next year. 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Premium / Discount (USD/ 

INR) Based on Forward Rates  

Duration  Premium  

One month 

Forward  

0.25 

Three month 

Forward  

0.45 

Six month  1.17 

One year  2.65 

RBI reference Rates  

Currency  Rates  

USD  70.04 

GBP  88.70  

Euro  80.21 

100 Yen  62.87 

Factors affecting Currency 

Rates: 
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Aarti Drugs Limited  

There has been some severe correction going on in the broader markets however 

the Sensex and NIFTY do not reflect the actual pain due to run up in certain large 

cap stocks. So if at all the large caps start correcting, the small caps will take 

further beating.  

However now we are finding some value in some selected counters. This does not 

mean that the markets have bottomed out; however the odds are more favourable 

for the long term investors and the staggered purchases over the course of next few 

months could be the best way to capitalize on both; the correction and the trap of 

trying to time the market.  

We are now recommending a new stock for the long term investors and we would 

recommend staggered buying or buying in phases and not deploying all capital at 

one go.  

Aarti Drugs Limited : 

Aarti Drugs Limited is a part of the well known Aarti group of Industries. The 

company is engaged in manufacturing of Active Pharmaceutical Ingredients 

(API’s), Pharma Intermediates, Specialty Chemicals and also manufactures 

formulations through its wholly-owned subsidiary pinnacle life sciences limited.  

The company has a long standing track record in the bulk drugs industry and has 

been supplying products to demanding domestic and international customers.  

As on date, we like several points about the company : 

Increasing promoter holding – In last 6-7 years the promoters have increased their 

holding from 54.83 to 62.48% through open market purchases and buybacks.  

Backward Integration through manufacturing of intermediates – Given the 

recent environmental issues in China, the company has been trying to reduce 

dependence on imports by way of backward integration. It has backwardly 

integrated for the manufacture of intermediates required for manufacturing of 

Ciprofloxacin, Enrofloxacin, Ofloxacin, Levofloxacin, Norfloxacin, Nimesulide, 

Celecoxib, and Ketoconazole.  

Capacity expansion without much strain on balance sheet – In the last 4 years the 

company has expanded its capacities by more than 75% and that too without any 

major strain on the balance sheet and equity dilution.  

The company has spent around 300 crores on capacity expansion; however the 

absolute debt has increased by only 168 crores while the debt equity ratio has gone 

down from 1.5 to 1.2 times. 

Probable benefits from China related issues – India is largely dependent on 

imports from china for API’s and the related intermediates. With several factories 

Fundamental Calls  
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getting shut in China, the prices of API’s and intermediates have increased 

dramatically.  

The company, with its core focus on development of API’s and now reduced 

dependency on imports from china, could benefit from both higher demand and 

prices for API’s.  

Valuations –Trading at 13-14 times earnings and 9-10 times EV/EBITDA, the 

company’s valuations are not expensive. It seems not much growth is factored in 

the valuations. Furthermore no one is talking about the stock currently. Once 

touted as a potential 100 bagger, not many analysts track it now. 

Anti-Dumping Duty on Ofloxacin and its intermediate O-Acid – During 

December 2017, the government of India has impose an ADD on import from 

china of ofloxacin and its intermediate O-Acid for three years. The same came into 

effect from April 2018. Aarti Drugs Limited is the biggest layer in the segment and 

is the only player in India which manufactures its intermediate O-Acid.  

 

 

What are API’s ? 

Active pharmaceutical ingredients or APIs can be defined as the 

chemicals used to manufacture pharmaceutical drugs. The active 
ingredient (AI) is the substance or substances that are biologically active 

within the drug and is the specific component responsible for the desired 

effect it has on the individual taking it.  

Any drug or medication is composed of two components. The first is the 
API – which is the central ingredient. The second is known as the 

excipient, which is the inactive substance that serves as the vehicle for 

the API itself. If the drug is in a syrup form, then the excipient is the 
liquid that has been used to make it as such. 

Coming back to the company it was established in the year 1984 and 

forms part of Aarti Group of Industries. The Company has presence over 

the entire pharma value chain starting from chemicals to intermediates to 
APIs and lastly formulations.  

The company has 12 facilities with total production capacity of 25,714 

MTPA and also has robust R&D Division at Tarapur in close vicinity to 
manufacturing locations.  

Company’s Clientele includes MNCs viz. Abbott, Sanofi- Aventis, 

Merck, Teva, Searle, Pfizer, Bayer, Clariant, etc. Domestic clientele 

includes companies like Cipla, Alkem Laboratories, J. B. Chemicals and 
Pharmaceuticals, etc.  
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In terms of revenue contribution in FY 18, on standalone basis APIs and 

their allied intermediates contributed around 97% to the sales while the 
rest 3% came from Specialty chemicals.  

Within the API Segment:  

1. Antibiotic category contributed 37.66%,  

2. Anti-diarrhoeal around 20.64%,  

3. Anti-inflammatory around 10.94%,  

4. Followed by Anti-fungal, Anti-diabetic and Cardioprotectant therapeutic 

categories.  

 

 

Leading Producer - ADL is one of the leading producers of the following drugs:  

Metformin - Metformin is an oral diabetes medicine that helps control 
blood sugar levels. Metformin is used together with diet and exercise to 

improve blood sugar control in adults with type 2 diabetes mellitus.  

Fluoroquinolones - Fluoroquinolones are antibiotics that are commonly 

used to treat a variety of illnesses such as respiratory and urinary tract 
infections. These medicines include ciprofloxacin (Cipro), gemifloxacin 

(Factive), levofloxacin (Levaquin), moxifloxacin (Avelox), norfloxacin 

(Noroxin), and ofloxacin (Floxin).  

Tinidazole - Tinidazole is an antibiotic that is used to treat certain types 
of vaginal infections  

Ketoconazole - Topically administered ketoconazole is usually 

prescribed for fungal infections of the skin. 
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Nimesulide - Nimesulide is a nonsteroidal anti-inflammatory drug 

(NSAID) with pain medication and fever reducing properties.  

Metronidazole - Metronidazole is an antibiotic that is used to treat a 
wide variety of infections. It works by stopping the growth of certain 

bacteria and parasites. This antibiotic treats only certain bacterial and 

parasitic infections.  

Capacity Expansions  

In line with the increasing demand and to reduce the dependence on 
imports of key starting raw materials the company has also been 

expanding its capacities at regular intervals.  

 

As can be seen from the table above, in the last 4 years the company has expanded 

its capacity by more than 75% and utilisation levels in FY18 were just less than 

75%.  

Anticipating higher demand, the management has outlined a capex of 68 crores in 

2019.  

Exports  -  

Exports account for around 35-40% of the sales of the company. The company has 

been exporting to more than 100 countries and is planning to expand its presence 

in existing geographies with special focus on Europe, South East Asia and Latin 

America.  

 

Since March 2015, US FDA has banned exports to the US from on of company’s 

manufacturing facility in Tarapur; however its impact is limited as exports to US 

account less than 1% of total sales.  

 

Low Cost Producer of API’S –  

The company usually enters a mass market for a particular API where the market is 

highly fragmented. Over the years, the company consolidates its market share 
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because of its chemistry skills and scale of operations. It then becomes one of the 

lowest cost producer and one of the largest producer in that molecule.  

 

As per one of the studies, average capacity utilization rates of API manufacturing 

in India is around 40% against 70% in China.   

 

 

The company’s capacity utilization has always been more than 70% and the 

management has already chalked out plans for further expansion.  

Backward & Integration – 

Over the years, the company has been trying to backward integrate by 

manufacturing intermediates and reduce its dependence on imports particularly 

from China. The company is now backward integrated into many of its top 

molecules.  

The development of these intermediates will protect the company in case of 

shortage of raw materials from china as well as protect it against any increase in 

prices.  

Furthermore, any increase in the prices of the final product will help improving the 

profitability of the company.  

Here are some snippets from the annual reports of the past years regarding 

backward integration : 
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The company is now backwardly integrated for the manufacturing of intermediates 

required for the manufacturing of Ciprofloxacin, Enrofloxacin, Ofloxacin, 

Levofloxacin, Norfloxacin, Nimesulide, Celecoxib and Ketoconazole.   

 

Operating Performance – 

 

 

 

Aarti Drugs has performed well over the years with steady growth in sales and 

profits while maintaining a healthy balance sheet.  

Between FY11 and FY14 the company grew its sales at a 25% CAGR and profits 

at a CAGR of 39%. Since FY14 the growth in sales and profits have slowed down 

to 6.5% CAGR and 8% CAGR respectively.   
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As far as the operating margins are concerned, they have hovered largely in the 

range of 11-16%. What is noteworthy is that in the last two years the gross margins 

have expanded from 32% to 37%.  

This could be on account of higher share of in-house manufacturing of key starting 

raw materials. As the company still imports 40% of its raw materials from China, 

major fluctuations can impact its operating margins in the short term. 

 

 

 

Key Risks – 

Aarti Group has primarily been a chemical conglomerate running many chemical 

companies. The regulatory requirements of running a pharmaceutical API 

company are more stringent than compared to a chemical company. The company 

has not been able to resolve the US FDA issue for 5 years now. This gives some 

discomfort.  

In the past the company has faced closure of certain units on the directions of 

Maharashtra Pollution control Board. Such closurein the future can impact the 

profitability of the company.  

While the company was able to pass on the higher raw material prices to its 

customers in FY18 and still continues to increase the captive manufacturing of 

intermediates for its API’S, it still imports around 40% of its raw material from 

China and any major fluctuation could impact its margins in the short term.  

Customers are in dolodrums, will the supplier be able to make money ? 

The whole pharmaceutical industry in India is going through a rough phase 

whether it is on domestic side due to price cap or in exports in key markets of US. 

The pricing pressure might be high from such customers. However Aarti drugs can 

have some bargaining power being the largest player in some of the products and 

issues in China.  



 

MARKET-HUB 

Valuations –  

Aarti drugs is a well managed company in the business of bulk drugs formulations. 

The company has a long standing history of operation with reasonable growth in 

sales and profits across the years.  

Considering th recent spike in prices of API’S the volume+ Value driven growth of 

the company can be higher over the next few years. In keeping pace with the 

demand the company has been expanding capacities at regular intervals and that 

too without stretching the balance sheet.  

The company is also working on backward integration through manufacturing of 

key starting raw-materials and formulations and the same can be margin accretive 

in the long run.  

Thus, considering the above factors we believe the above valuations are reasonable 

at around 13-14 times earnings. In case of really bad markets we believe the the 

downside might be restricted to 15-20%.  

 

 


