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Initial Public Offering

Company: Citi-pharma Limited

Symbol: CPL

Floor Price: PKR 28/share

Total Shares: 72mn
Freefloat post IPO: 35%

Expansion details:

Pharmaceutical

Citi-Pharma Limited: ‘Subscribe’

In PKRmn %

Civil Works 1067 42%
-- for API 150 6%
-- for Formulation 250 10%
-- for Hospital 668 26%
Plant & Machinery 968 38%
-- for API 405 16%
-- for Formulation 308 12%
-- for Hospital 255 10%

0%
IPO Proceeds 2035 80%
Long Term Debt 503 20%
Total capital 2538 100%

= Citi Pharma Limited (CPL) has filed for an Initial Public Offering
(IPO) to raise PKR 2.0bn equity capital, the book building component
of which is scheduled on 15" and 16™ June, 2021.

= The Company is offering 72mn shares (35% of total post-IPO paid-up
capital) at a floor price of PKR 28/share.

= We recommend a ‘Subscribe’ to the offer on Citi-Pharma Limited up
to PKR 37/share.

Citi-Pharma to raise PKR 2.0bn for expanding APl segment and
venturing into formulation segment and hospital business

Citi Pharma Limited (CPL) has filed for an Initial Public Offering (IPO) to
raise PKR 2.0bn equity capital, the book building component of which is
scheduled on 15" and 16" June, 2021. The Company is offering 72mn
shares (35% of total post-IPO paid-up capital) at a floor price of PKR
28/share.

Recommendation: Subscribe

Exhibit: Utilization of IPO Proceeds

Description Funds Rqd. % Allocation
Civil Work of APl Segment 150 6%
Civil Work of Formulation Segment 250 10%
Procurement of Plant & Machinery for API segment 405 16%
Procurement of Plant & Machinery for formulation segment 308 12%
Civil work of Hospital Building 668 26%
Plant & Machinery for Hospital 255 10%

IPO Proceeds 2,035 80%

Long Term Debt 503 20%

Total capital 2,538 100%

Analyst

Muhammad Shumail Rauf

shumail.rauf@igi.com.pk

Tel: (+92-21) 111-234-234 Ext.: 957

Source: CPL Prospectus

‘Based on our initial industry analysis, we recommend a ‘subscribe to
the offer’ up to PKR 37/share.’

We recommend a ‘Subscribe’ to the offer on Citi-Pharma Limited up to
PKR 37/share. From valuation stand point, the Company is currently trading
at a Forward P/E of 11x and 9.9x for FY21 and FY22 against the
pharmaceutical sector multiple of ~45x Therefore, we advise investor to
subscribe the issue up to 37.
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About the issue

The total expansion project is estimated to cost PKR 2.5bn out of which IPO
proceeds are expected to cover 80% or PKR 2.0bn at a floor price of PKR

28/share.

Exhibit: About the issue

About the Issue

Total Issue Size: (mn shares)
Free float shares:

Floor Price (PKR/share):

Total IPO Amount to be raised:
Post IPO Market Capitalization
Shariah Status

Details

72.69

35% of Post IPO Paid-Up Capital
28.00

PKR 2.03bn -- 2.85bn

PKR 5.8bn -- 8.1bn

Shariah Compliant (at June 2020)

Source: CPL Prospectus

About the Company and expansion

Citi Pharma operational since 2013 and is amongst the few Active
Pharmaceutical Ingredients (API) producer in Pakistan. As of current
company’s product portfolio includes Paracetamol, Penicillin, Ciprofloxacin
and Cefixime.

The company plans to expands its current api business and will add
formulation segment to its portfolio. With future vision to build a 50-bed
hospital.

= Active Pharmaceutical Ingredient: The Company plans to add new
Products to its API portfolio. Along with its current capacity of Paracetamol
from current 3,600 tons per day to 6,000 tons per day in the wake of upsurge
in demand in the wake of Covid19.

» Formulations: The Company plans to expand its formulation segment by
increasing capacity of Tablets, Capsules and suspension and to add Vial
manufacturing segment. Key product portfolio Ascorbic Acid, Chloroquine
Phosphate, Hydroxychloroquine sulphate.

Key APIs include: Unit Current Capacity (tons) Capacity Expansion (tons)
Paracetamol mt/ann. 3,600 6,000
Ciprofloxacin mt/ann. 300 300

Penicillin mt/ann. 600 600

Cefixime mt/ann. 168 168

Injectables Vials/day - 200,000

Dry Powder/Suspension  Per day 20,000 60,000

Capsules Per day 100,000 4,200,000

Tablets Per day 200,000 4,500,000

= Hospital Project: In addition company plans to build a 50-bed state of the
art healthcare facility in Lahore. As part of the plan, the hospital facility will
cater towards offering OPD, General operation wards, Diagnostic services.
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Key clients

Company has some of the leading names as its clients including, Glaxo, AGP,
Searle, Efroze, Bosch etc.

Exhibit: Citi-pharma Limited major clients
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Global Pharmaceuticals (Pvt) Ltd.

Source: CPL Prospectus
Industry Outlook

The Pharmaceutical sector of Pakistan witnessed a growth of 10.05% (posted a
4-year CAGR of 11.48% 2016-2020) and worth PKR ~501bn in 2020.

At present, Pakistan caters more than 70% demand for domestic
pharmaceutical products. However, majority of the raw material for APIs or
Semi-finished APIs for formulation is imported.

Given the highly competitive nature of the industry, 80% market share is held
by the top 50 companies in terms of revenue. Moreover, the bifurcation of
market share amongst local and MNCs is roughly 31:69 respectively.
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Exhibit: Key Financial highlights (Forecast as per company's management)
Price metrics using floor price of the issue: PKR 28/share

PKRmn

FY17A FY18A FY19A FY20A FY21F FY22F FY23F FY24F FY25F FY26F
P&L
Revenue 1,592 2,003 2,607 3,528 6,059 8,454 10,867 12,634 14,371 16,550
Gross Profit 208 263 331 440 896 1,270 1,701 1,947 2,207 2,539
Operating Profits 100 135 136 258 632 922 1,292 1,479 1,683 1,945
Finance Cost 11 15 18 44 86 80 54 39 27 16
Taxation 0 0 86 61 150 233 334 375 415 466
Profit After Taxation 85 117 28 146 367 570 859 1,013 1,182 1,397
EPS (diluted) 0.41 0.56 0.13 0.70 1.77 2.74 4.13 4.88 5.69 6.73
DPS 0.00 0.00 0.00 0.00 0.00 0.75 1.00 2.00 3.00 3.00
Margins
Gross Margins 13% 13% 13% 12% 15% 15% 16% 15% 15% 15%
Operating Margins 6% % 5% % 10% 11% 12% 12% 12% 12%
Net Margins 5% 6% 1% 4% 6% 7% 8% 8% 8% 8%
EBITADA Margin 9% 9% % 9% 12% 13% 13% 13% 13% 13%
Growth
Sales Growth (%) 57% 26% 30% 35% 2% 40% 29% 16% 14% 15%
EBITDA Growth (%) 27% 25% -1% 70% 134% 53% 34% 13% 12% 14%
Net Profit Growth (%) 55% 38% -76% 424% 152% 55% 51% 18% 17% 18%
Valuation
P/Ex 68.5 49.8 209.2 39.9 15.8 10.2 6.8 5.7 4.9 4.2
PEG 124.2 132.1 -274.4 9.4 10.4 18.5 13.4 31.8 29.6 22.9
Div. YId (%) 0.0% 0.0% 0.0% 0.0% 0.0% 2.7% 3.6% 7.1% 10.7% 10.7%
BVPS 3.3 3.9 4.0 4.7 19.7 22.2 25.3 28.7 31.9 35.6
ROE (%) 13% 16% 3% 16% 14% 13% 17% 18% 19% 20%
ROA (%) 8% 9% 2% 8% 9% 9% 12% 13% 14% 15%
Balance sheet
Property, Plant & Equipment 501 740 736 814 1,578 3,181 3,128 2,962 2,898 2,721
Investment in Associate 0 0 172 255 255 255 255 255 255 255
Current Assets 667 737 402 1,394 4,161 3,175 3,908 4,859 5,694 6,831
Total Assets 1,177 1,486 1,318 2,471 6,002 6,619 7,299 8,085 8,855 9,815
Long Term Financing 44 23 73 165 654 446 298 175 75 0
Total Current Liabilities 431 640 344 1,251 1,177 1,487 1,662 1,871 2,077 2,337
Total Equity 693 810 838 983 4,095 4,613 5,264 5,966 6,629 7,403

Source: CPL Prospectus
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Important Disclaimer and Disclosures

Research Analyst(s) Certification: The Research Analyst(s) hereby certify that the views about the company/companies and the
security/securities discussed in this report accurately reflect his or her or their personal views and that he/she has not received and will not receive
direct or indirect compensation in exchange for expressing specific recommendations or views in this report. The analyst(s) is principally
responsible for the preparation of this research report and that he/she or his/her close family/relative does not own 1% or more of a class of
common equity securities of the following company/companies covered in this report.

Disclaimer: The information and opinions contained herein are prepared by IGI Finex Securities Limited and is for information purposes only.
Whilst every effort has been made to ensure that all the information (including any recommendations or opinions expressed) contained in this
document (the information) is not misleading or unreliable, IGI Finex Securities Limited makes no representation as to the accuracy or
completeness of the information. Neither, IGI Finex Securities Limited nor any director, officer or employee of IGI Finex Securities Limited shall
in any manner be liable or responsible for any loss that may be occasioned as consequence of a party relying on the information. This document
takes no account of the investment objectives, financial situation and particular needs of investors, who shall seek further professional advice
before making any investment decision. The subject Company (ies) is a client of the IGI Finex Securities Limited and IGI Finex Securities offers
brokerage services to subject company (ies) on a regular basis, in line with industry practice. This document and the information may not be
reproduced, distributed or published by any recipient for any purpose. This report is not directed or intended for distribution to, or use by any
person or entity not a client of 1GI Finex Securities Limited, else directed for distribution.

Rating system: Gl Finex Securities employs three tier ratings system, depending upon expected total return (return is defined as capital gain
exclusive of tax) of the security in stated time period, as follows:

Recommendation Rating System
Buy If target price on aforementioned security(ies) is more than 10%, from its last closing price(s)
Hold If target price on aforementioned security(ies) is in between -10% and 10%, from its last closing price(s)
Sell If target price on aforementioned security(ies) is less than -10%, from its last closing price(s)

Risk: Investment in securities are subject to economic risk, market risk, interest rate risks, currency risks, and credit risks, political and geopolitical
risks. The performance of company (ies) covered herein might unfavorably be affected by multiple factors including, business, economic, and
political conditions. Hence, there is no assurance or guarantee that estimates, recommendation, opinion, etc. given about the security (ies)/company
(ies) in the report will be achieved.

Basic Definitions and Terminologies used: Target Price: A price target is the projected price level of a financial security stated by an investment
analyst or advisor. It represents a security's price that, if achieved, results in a trader recognizing the best possible outcome for his investment,
Last Closing: Latest closing price, Market Cap.: Market capitalization is calculated by multiplying a company's shares outstanding by current
trading price. EPS: Earnings per Share. DPS: Dividend per Share. ROE: Return on equity is the amount of net income returned as a percentage
of shareholders” equity. P/E: Price to Earnings ratio of a company's share price to its per-share earnings. P/B: Price to Book ratio used to compare
a stock’s market value to its book value. DY: The dividend yield is dividend per share, divided by the price per share.

IGI Finex Securities Limited

Research Analyst(s)
Research Identity Number: BRP009
© Copyright 2021 1GI Finex Securities Limited
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