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TAKING STOCK

D

INETNTT WIS AbbVie Inc. $109.14

Good pill for your portfolio

Volatility in transition makes for a good entry point

SAIPRABHAKAR YADAVALLI
BLResearchBureau

AbbVie (NYSE: ABBV) is Big Pharma mul-
tinational, that was spun-off from Abbott
in 2013. ABBV's flagship product Humira
generated sales of $19.8 billion or 45 per
cent of revenues in CY20. The blockbuster
revenues are expected to diminish in the
next3 years as Humira has lost exclusivity
outside its home turf from 2018 and from
2023 in the US. Meanwhile, Rinvoq and
Skyrizi in theimmunological franchise are
geared to plug the Humira-gap along with
otherlarge products in oncology.

Given this backdrop, investors with
moderate risk appetite may find this a
good time to enter the stock thatis trading
at7.8 times CY22 earningsand an EPSCAGR
of 14 per cent between CY20 and CY22
(Bloomberg). The stock price bears the
overhang of Humira loss and execution
risk of Rinvoq and Skyrizi while ignoring
the growth potential of newlylaunched
productsand pipeline potential. ABBV's ac-
quisition of Allergan in 2020, meanwhile,
can help sustain strong cash flows and an
attractive dividend yield of 4 per cent.

Immunology options
Humira's (TNF based Biologic) major ther-
apies include rheumatoid arthritis, psori-
atic arthritis and ankylosing spondylitis
under rheumatology; atopic dermatitis
and psoriasis in dermatology; and Crohn’s
disease and ulcerative colitis in gastro.
Humira's wide scope of therapies is be-
ing slowly addressed by Rinvoq and Skyr-
izi. Rinvoq (a janus kinase (JAK) inhibitor)
has been approved for rheumatoid arth-
ritis in the US in 2019 and additionally for
atopic dermatitis in Europe and is in ad-
vanced stages for filinginatopicdermatitis
(US), psoriatic arthritis and ankylosing

spondylitis. Similarly, Skyrizi (IL-23 inhib-
itor) has been approved for psoriasisand is
filing in gastro indications. Rinvoq and
Skyrizi, launched in 2019, generated com-
bined sales of $2.3 billionin CY20 and ABBV
expects to generate around $15 billion by
CY25 (peak sales expected around CY30).
Rinvoq and Skyrizi have so far generated
strong Phase 3 data for most indications
under regulatory review including better
safety profile. But a recent post-marketing
safety study on a competing JAK (tofacit-
nib) hasrevealed elevated cardiacand can-
cerriskwhich mayapply on Rinvoqas well.
A clarity on label with upcoming atopic
dermatitis review should address safety
concerns. But even otherwise, Rinvoq ap-
plication in second line of treatment (30
percent share)should implya patientpop-
ulation with higherrisk tolerance.

ABBV has a strong hematologic onco-
logy portfolio with Imbruvica ($5.3 billion
in CY20) and Venetoclax ($13 billion) -
whichis expected toadd afewmoreline ex-
tensions as it ramps towards peak sales es-
timate of $3 billion.

Line extensions of the two immunolo-
gical assets can fill the gap of Humira,

while the other 50 mid|late-stage pipeline
assets can drive growth for ABBV. Through
acquisition of Allergan, ABBV added a mi-
graine portfolio which can generate
around $2 billion in peak sales consisting
of recently approved Qulipta (episodic mi-
graines),and Ubrelvy (acute migraines).Al-
lergan’s Vraylar approved for three anti-
psychotic diseases is expected to generate
peaksalesof $4 billion by the nextfewyears
from $1 billion in CY20. ABBV also has an
Alzheimer’s portfolio in mid-stage devel-
opmentand it expects improved cognitive
function compared to adacanumab from
Biogen. In immunology, the most note-
worthy pipeline asset is a TNF/steroid con-
jugate ABBV-3373 with positiveresults from
studies in Phase-2a for rheumatoid arth-
ritis. Antibody drug conjugates combine
the specificity of earlier generation with
the toxicity/effectiveness of conjugates.
Allergan was an once an acquisition tar-
get for Pfizerina proposed $160 billion deal
in 201516 which however did not go
through. It subsequently sold to Abbvie for
a third of the consideration. Its well-estab-
lished aesthetics business (Botox fillers)
complemented by neuroscience portfolio

have been the main draws from a product
perspective and favourable taxation domi-
cile in Ireland also has a positive pull. But
replacing Humira cash flow could have
been the main draw behind the acquisi-
tion. Allergan reported high operating
cash flow torevenueratio of37.5 percentat
the time of the deal. The company was ac-
quired for purchase consideration of $63
billion (cash componentof $39 billion and
stock component of $29 billion ) in a deal
announced in mid-2019 and concluded in
mid-2020.. Generic threat to Botox has
been perennial but the complex nature
and established brand presence can pro-
tect the franchise. ABBVintends to leverage
its large international presence and thera-
peutic sales ability to Allergan’s products.

Financials

ABBVreportedsales of $45.8 billion in CY20
including consolidation of Allergan ac-
quisition mid-year. Adjusted for a compar-
able base, revenue would have been $50.5

= Risk-reward
attractive

= Strong dividend yield

= Wide pipeline
options

Investors can directly
buy US equities
through investment
platforms such as
Vested Finance,
Stockal, Winvesta
and Globalise. Indian

billion and $49 billion in CY20 and CY19, re- IbCrI(zjll(f)r‘agetS Z‘;‘( c has

spectively. ABBV's EBITDA margins have sy} Irect, . Is

been volatile at 25-46 per cent as R&D costs ecurities an
Motilal Oswal

have ranged between 14 and 31 per cent in
the last three years. Sales and other ex-
penses were impacted by weak new pa-
tient starts the previous year which im-
pacted Allergan operations as well. Its
performance in the current year (1H CY21)
hasrecovered toreport12 per cent compar-
able growth in revenues.. The two immun-
ology assets are expected to deliver $5 bil-
lion revenues in CY21and ABBV had guided
toanEPS of $12.57at the mid-point for CY21.
ABBV's net debt to EBITDA is higher at
4.34 times as half of the Allergan acquisi-
tion was financed by debt. ABBV intends to
paydown the debt in the next 5 years. With
$18 billion in annual operating cash flows,
ABBV should address its $80-billion debt .

Financial Services
also facilitate
overseas
investments through
tie-ups with US
brokers. To know
more visit:
https:/[tinyurl.com/
globalstocks
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EARNINGS TRACKER

2021-22 Q2 results declared so far: 256 companies

Growth %
(year-on-year)

=

SALES

A 29

PROFIT*

A 31

A few names last week
Growth % (year-on-year)

M Sales m Profit

16

2
3

UltraTech
Cement

*Growth in 189 companies that reported profits in both quarters

Reliance
Industries

Biocon

TVS Motor
Company

Note: As of Oct 22,2021

WHO AMI?

Are you an avid investor? How well
do you know corporate India?

Here’s a challenge. Using the five clues below, identify the
company that is being talked about here

| began my life in the 1960s from Tamil Nadu through

collaboration with Czech republic and Soviet backing. Life
came a full circle when | was in the race to buy a Czech company
that I subsequently dropped out from.

During my heydays, | was one of the top 10 in Forbes ranking
of global companies on innovation ahead of rival MNCs.

Though I have 30,000 employees with more than 50 per cent

market share in my segment, markets are skeptical of my
long-term sustainability in my primary business. Hopefully, my
recent initiatives to diversify may help me regain the lost glory.

| was once a Sensex stock and subsequently became almost a
small cap with a market value below $1 billion. Thanks to the
recent market surge, I've become a midcap stock.

I am one of few companies that lost 95 per cent of price

between 2010 and 2020. Even now, | am one-fifth of my
valuation in 2010. My market capitalisation in 2020 was briefly
below my net profit in 2012.

Send your answers by Wednesday 6 p.m. to who-am-i@thehindu.co.in,
with your full name, postal address and phone number.

A lucky winner in each week will get a book sponsored by UNIFI Capital as a

reward.
Last week’s winner: Contributed by
Chetana Agrawal . =
Last week’s answer: | Il_. I
Capital
Stovekraft

Graham Number
Route to shortlisting undervalued bets

Pick stocks trading at lower than their intrinsic value
based on their recent earnings and book value per share

KEERTHI SANAGASETTI
BL Research Bureau

If you have been scouting
for long term bets in the on-
going rip roaring rally in
the equity markets, we have
you covered.

Market veterans have for-
mulated many screening
methodologies, that can
help DIY investors in pick-
ing under-valued bets.

In this week’s series, we
discuss one such methodo-
logy - Graham number
coined by Benjamin Gra-
ham (regarded as the father
of value investing) that
helps ascertain the max-
imum value one can pay for
a stock.

Investors can then do fur-
ther research to fine tune
the results of the discussed
screening methodology, be-
fore boiling down on their
investment choice.

The criteria
To arrive at the Graham
number, first we start by
multiplying the earnings
and book value of a com-
pany, on a per share basis,
with an ideal multiple.

The square root of this
product is the Graham
number, which is the max-
imum price one can pay for
a stock.

Consequently, if a stock
currently trades lower than
the Graham number, it is
undervalued.

According to Benjamin
Graham, the price to earn-
ings multiple and price to
book value multiple of a
stock should not exceed 15
times and 1.5 times, respect-
ively.  How-
ever, he be-
lieves that a
multiplier of
earnings be-
low 15 times,
could justify a
higher multi-
plier on the
company’s as-
sets, or vice-

B

versa.
Net-net, the

product of the multipliers

should not exceed 22.5

times (15 multiplied by 1.5),
which is considered as the
ideal multiple for arriving
at the Graham number.

But an important point
to remember is that the
ideal multiplier may not
hold good across sectors.
Our results reveal higher
concentration of capital in-
tensive sectors such as

CM
K

Top 10 undervalued bets*
based on Graham number
i Graham
CMP number
Power
Finance 142.0 | 555.2
Corporation
REC Ltd 154.8 | 457.0
GE Shipping
Co 322.2 | 858.6
IndianBank | 174.0 | 458.1
Uflex 579.8 | 1,422.2
HUDCO 44.8 108.1
NLC India 66.8 1483
Welspin 1591 | 9819
Corporation
Bank of
lhdia 61.3 133.2
HPCL 3226 | 658.1

*as on October 21,2021
*within the constituents of BSE 500 that have
reported positive book value and EPS in FY21

Power Generation and Dis-
tribution, Construction,
Mining and Gas Distribu-
tion, among the underval-
ued bets, while considering
an ideal multiple of 22.5
times.

Besides, the score in-
volves a great deal of re-
cency bias and being heav-
ily reliant on precise data
points, ignores one-offs,
such as the recent Covid-af-
fected financials of FY21.

The score also does not
factor in the continuity of
earnings  (historical or
plausible forecasts), which
is an important metric to
be gauged while narrowing
down on long-term bets. Be-
sides, it is difficult to ascer-
tain the maximum value
for companies with either

negative earn-
ings or negat-
ive book
value, using
this method.
Hence,
looking at the
Graham num-
ber alone may
not be the
right way to
zero in on
your invest-
ment choice. However, this
screener can sure be a start-
ing point to undertake fur-
ther research into the busi-
nesses we have highlighted
below.

Who made the cut

Using the Capitaline data-
base, we filtered underval-
ued stocks using the Gra-
ham number (FY21).
Besides, we considered only

BSE 500 companies as a
starting point to ensure ad-
equate visibility and mar-
ket interest.

The screener indicates
that of the profit making
companies (416 companies)
within the index, 57 are cur-
rently trading below their
respective Graham num-
bers.

Most of these include
PSUs such as SAIL, NTPC,
Power Grid Corporation,
Power Finance Corporation,
HUDCO, NMDG, etc.

Prominent names such as
Deepak Fertilizers, Wock-
hardt and  Aurobindo
Pharma from the currently
upbeat  chemicals and
pharma sectors emerged.

Steel manufacturers,
whose share prices soared
on the back of the on-going
commodity supercycle, also
found a place in the list -
Welspun Corp, Jindal Steel,

September 30, 2021 Rl

5l Quarter ended | Quarter ended | Quarter ended | Year ended

No. Particulars Sept;ﬂmﬂ:er 3, Juzr;’%, Septﬂ;;er 30, Ha;;ft
Jindal Saw, besides SAIL.

1. | Total Income from Operations 6464 3770 5178 17,041
Non-financial metrics ; ) ) . ;
However, do keep in mind 2. | NetProfit | {Loss) for the peniod (before Tax, Exceptional and / or Extraordinary items?) 2119 (2 064) (1,712 (BBST)
that the screener excludes 3. | Net Profit/ (Loss) for the penod before tax (afier Exceptional and/ or Extracrdinary iems®) 2179 (2.064) (1.1 (B.65T)
non-financial parameters ) ; ;

Pri ! T
sch @s corpamte gow 4. | Net Profit/ (Loss) for the period after tax (after Exceptional and / or Extraordinary fems) 2179 (2.064) (112 (8,731)
ernance, regulatory risks, 3. | Total Comprehensive income for the period [Comprising Profit f (Loss} for the :
etc, which have a bearing period (after tax) and Other Comprehensive Income (after tax)] 2179 2,064) (1712 (8,737)
on the investor sentiment 6. | Paid up Equity Share Capital Equity share Rs. 10/- each 1339 1338 1339 1339
around the stock. 5
For instance, the short-lis- 7 ge;zmjzng Revaluation Reserve) as shown in the audited Balance sheet —-
ted companies include T i
many names from the 8. |Eaming Per Shane (of Rs. 10/- each) (for continuing and discontinued operations) -
power generation and dis- 1. Basic (16.28) (1542 (12719 (B4 66)
tribution sector such as 2 Diluted {16.28) {1542) (1279 B4.66)
NTPC, Power Grid Corpora- i
tes:

tion, CESC, and NHPC.

Companies in this sector
continue to suffer due to
lack of a strict tariff policy
and delayed payments from
discoms.

Investors may need to
wait for the abatement of
these regulatory overhangs
for any value unlocking to
kick in.

PIONEER DISTILLERIES LIMITED DIAGEO

Registered Office: “UB Tower”, Level 10, # 24, Vittal Mallya Road, Bengaluru - 560 001,

India. Tel: 080 - 4544 8000 , Fax: 080 3985 6862

Email: pdlinvestor.india@diagec.com, Web: www.pioneerdistilleries.com
Corporate ldentity Number; L24116KA1992PLC 125992

Extract of standalone unaudited financial results for the quarter and six months ended

INDIA

is apphicable
Place Bengaluru
Date October 22, 2021

g The above is an extract of the detailed format of Quarterly Financial Results fled with the Stock Exchanges under Reguiation 33 of the SEBI (Listing Obbgations and
Disclosure Requirements) Regulations, 2015. The full format of Annual Financial Results are available on the websites of the Stock Exchange (s)
www_bseindia com and www.nseindia.com and aiso on Company’s websiteat www.pioneerdistibenies.com.

b}  # - Excepbonal andlor Extracrdinary items adjusted n the Statement of Quartery Financial Results Profit and Loss in acoordance with Ind-AS Rules | AS Rues, whichever

For and on behalf of the Board of Directors

&d/.
Alokesh Biswas
Managing Director

DODIA DAIRY

Regd.Office: # 8-2-293/82/A, 270/Q, Road No 10-C, Jubilee Hills, Hyderabad - 500033, Telangana, India.

DODLA DAIRY LIMITED

CIN: L15209TG1995PLC020324

www.dodladairy.com, Tel: 040-4546 7777, Fax: 040-4546 7788, Email: cs@dodladairy.com

EXTRACT OF STANDALONE AND CONSOLIDATED UNAUDITED FINANCIAL RESULTS FOR THE QUARTER AND HALF YEAR ENDED 30 SEPTEMBER 2021

(% in Millions except per share data)

www.dodladairy.com

ended 30 June 2020.

Place: Hyderabad
Date: 22 October 2021

1. Theabove Unaudited results are recommended by the Audit Committee and approved by the Board of Directors at their meeting held on 22 October 2021.

2. The above is an extract of the detailed format of Quarterly/Half yearly/Annual Financial Results filed with the Stock Exchanges under Regulation 33 of the SEBI (Listing Obligations and Disclosure Requirements)
Regulations, 2015. The full format of the Quarterly / Half yearly / Annual Financial Results Is available on the stock exchange websites, www.nseindia.com and www.bseindia.com and on the Company's website

STANDALONE CONSOLIDATED
HALF YEAR YEAR HALF YEAR YEAR
sl. particulars QUARTER ENDED ENDED ENDED QUARTER ENDED ENDED ENDED
No 30-Sep-21|30-Jun-21|30-Sep-20| 30-Sep-21| 30-Sep-20| 31-Mar-21| 30-Sep-21| 30-Jun-21| 30-Sep-20| 30-Sep-21|30-Sep-20|31-Mar-21
. - Unaudited . " . . . Unaudited . " .
Unaudited|Unaudited Refer Note 3 Unaudited| Audited | Audited |Unaudited|Unaudited Refer Note 3 Unaudited| Audited | Audited
Total Income from Operations 5,357.95 | 4,881.15 | 4,379.81 | 10,239.10 | 8,635.20 | 18,369.04| 5,663.71 | 5,120.71 | 4,609.61 | 10,784.42| 9,163.13 | 19,440.06
2 | Net Profit / (Loss) for the period 454.11 343.14 578.83 797.25 936.43 | 1,654.78 477.18 379.20 605.78 856.38| 1,057.35 | 1,862.16
(before Tax, Exceptional and/or Extraordinary items)
3 | Net Profit / (Loss) for the period before tax 454.11 343.14 578.83 797.25 936.43 | 1,654.78 477.18 379.20 605.78 856.38| 1,057.35 | 1,862.16
(after Exceptional and/or Extraordinary items)
4 | Net Profit / (Loss) for the period after tax 318.85 237.52 409.76 556.36 666.64 | 1,083.94 293.96 360.74 425.64 654.70 747.78 | 1,259.70
(after Exceptional and/or Extraordinary items)
5 | Total Comprehensive Income for the period 318.85 237.14 413.32 555.98 670.20 | 1,087.34 290.03 399.58 416.67 689.61 741.85 | 1,259.35
[Comprising Profit / (Loss) for the period
(after tax) and Other Comprehensive Income (after tax)]
Equity Share Capital 594.93 594.93 556.72 594.93 556.72 583.25 594.93 594.93 556.72 594.93 556.72 583.25
7 | Reserves (excluding Revaluation Reserve) 5,459.27 5,996.45
as shown In the Audited Balance Sheet
8 | Earnings Per Share (Face value of ¥ 10 each)
(not annualised for the quarter)
Basic (in %) 5.36 4.07 7.36 9.44 11.97 19.34 4.94 6.18 7.65 11.11 13.43 22.48
Diluted (in %) 5.31 4.03 7.36 9.36 11.97 19.22 4.90 6.12 7.65 11.01 13.43 22.33
Notes:

3. The figures for the quarter ended 30 September 2020 are the balancing figure between the audited figures in respect of the half year ended 30 September 2020 and the published unaudited figures for the quarter

By order of the Board
For Dodla Dairy Limited

Sd/- Dodla Sunil Reddy
Managing Director
DIN: 00794889
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DODLA DAIRY LIMITED

CIN: L15209TG1995PLC020324
- Regd.Office: # 8-2-293/82/A, 270/Q, Road No 10-C, Jubilee Hills, Hyderabad - 500033, Telangana, India.
| ,,}ﬂ,m';f DAY www,dodladairy.com, Tel: 040-4546 7777, Fax: 040-4546 7788, Email: cs@dodladairy.com

EXTRACT OF STANDALONE AND CONSOLIDATED UNAUDITED FINANCIAL RESULTS FOR THE QUARTER AND HALF YEAR ENDED 30 SEPTEMBER 2021

(% in Millions except per share data)

&ggj@v@m @CS m STANDALONE CONSOLIDATED
fepen ooSEost aéSo aoé — HALF YEAR YEAR , HALF YEAR YEAR
2632:‘3) 200K SSorfoen QUARIER EMPED ENDED ENDED | QUARTER ENDED ENDED ENDED
H355. Frgodo o 30-5ep-21|30-Jun-21|30-Sep-20| 30-Sep-21|30-Sep-20|31-Mar-21) 30-Sep-21| 30-Jun-21 | 30-Sep-20| 30-Sep-21 | 30-Sep-20|31-Mar-21
BN &IHIE2d. ~ Tunaudited| , | | Unaudited |
£D50 éomg&yo&o ‘ Unaudited | Unaudited Refer Note 3 Unaudited| Audited | Audited |Unaudited)Unaudited Refer Note 3 Unaudited| Audited | Audited
563035"50 ée{‘i@s ) Total Income from Operations 535795 | 4,881.15 | 4,379.81 | 10,239.10 | B,635.20 | 1836004 | 566371 | 5,120.71 | 4,609.61 | 10,784,42 | 9,163,13 | 19,440.06
S08fDoDL afegoHost

Met Profit / (Loss) for the period
(before Tax, Exceptional and/or Extraordinary items)

454.11 343.14 578.83 797.25 936.43 | 1,654.78 477.18 379.20 605.78 856.38( 1,057.35 | 1,862.16

(Dezen goSos® He3ddbasre b
. Fovds 6d080 K 1

‘ Net Profit / (Loss) for the period before tax 454.11 | 343.14 | 578.83 797.25| 93643 | 1,65478| 477.18| 379.20| 60578 | 856.38| 1,057.35 [ 1,862.16
et gPoNID)R8 (after Exceptional and/or Extraordinary items) |
SWIALVIESEORIES) OISV ‘ Net Profit / (Loss) for the period after tax 31885 | 23752 | 40976 | 556.36| 66664 | 1,08394| 20396 36074| 42564 | 65470 74778 | 1,259.70
BLHoSE & Dot Few Br—mg (after Exceptional and/or Extraordinary items) |

S8 S0 i - Total Comprehensive Income for the period 318.85 | 237.14 | 413.32 55598 | 670.20 | 1,087.34| 290.03| 399.58| 41667 | 689.61| 741.85| 1,259.35

[Comprising Profit / {Loss) for the period

{aﬁ.er tax) and Other CDI"r‘IﬂfEhEﬂSWE Enr:nme {aﬂ:er I:a:-:J]
& Equnt'..r Shahe l:'_‘apil:al

Reserves (excluding Revaluation Reserve)

as shown in the Audited Balance Sheet

Earnings Per Share (Face value of ¥ 10 each)
(not annualised for the quarter)

Basic (in T)

_VDilu‘ted {in T)

Motes:

The above Unaudited results are recommended by the Audit Committee and approved by the Board of Directors at their meeting held on 22 October 2021.

The above is an extract of the detailed format of Quarterly/Half yearly/Annual Financial Results filed with the Stock Exchanges under Regulation 33 of the SEBI (Listing Obligations and Disclosure Requirements)
Regulations, 2015. The full format of the Quarterly [ Half yearly / Annual Financal Results is available on the stock exchange websites, www.nseindia.com and www.bseindia.com and on the Company’s website
www, dodladairy.com

The figures for the quarter ended 30 Septembaer 2020 are the balancing figure between the audited figures in respect of the half year ended 30 September 2020 and the published unaudited figures for the quarter
ended 30 June 2020, By order of the Board
For Dodla Dairy Limited

5d/- Dodla Sunil Reddy
Managing Director
. DIN:00/94889
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583.25
| 545927

594.93

5.36
531

4.07
4.03

7.36
£.36

9.44
8.36

11.97
11.97 |

19,34
19.22 |

4.94
4.90

Place: Hyderabad
Date: 22 October 2021




