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Open offer keeps GSK Pharma healthy

OUR BUREAU
Chennai, february 28

Shares of GlaxoSmllhKlme'

Pharma (GSK Pharma) has
been gaining in the last 10
days on commencement of
the mandatory open offer by
its parent UK-based GlaxoS-
mithKline Plc to acquire 24.33
per cent stake in the former.

The stock has been on the
rise, notwithstanding the 14
per cent fall in net profit for
the January-December 2013
period.

It hit a 52-week high of
3,049 on Friday, before clos-
ing atX3,046.

Given the growth concerns
in the medium-term, open of-
fer provides a good exit oppor-
tunity,. say most analysts
covering the stock. The UK ma-
jor has offered ¥3,100 a share
to the shareholders of its Indi-
an arm.

Margin pressure
CLSA, which recommended a
sell with a price target of
%2,300, said GSKIndia’s fourth
quarter. (ending December
2013) net sales declined 4 per
cent due to decline in prices
ony-o-y basis.
Price cuts due to implemen-
- tation of the new drug pricing
policy and steep rise in raw
material and staff costs result-

VT

: edin a 42 per cent year-on--

year decline in operating prof
it.

“We expect continued mar-
gl pressure as these issues
Imay continue to impact per-
formance in the subsequent
quarters,” CLSA said.

IDEC Securities, which ad-
vised investors to participate
in the ongoing open offer,
said: “Glaxo is best placed
among MNC pharma compa-
nies to leverage the intellec-
tual property era given its
large size, rich pipeline of vac-
cines and patented drugs, and
strong parent backing.” How-
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ever, Glaxo's rich valuations

and limited near-term trig-

gers would cap the upside

" from here, it added. _

Limited upside-

Macquarie, while maintaining
a neutral stance on GSK Phar-
ma, said: “We believe the cur-
rent open offer price of
¥3,100/share is a good reflec-
tion of the long-term funda-
mentals of the Indian pharma
market. Nonetheless, given
pricing policy overhang and
margin -pressure, we believe

. the open offer price provides

limited upside potential.”
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In case investots held the
share for less than a year and
opt to tender them in the
open offer, they will have to
pay short-term capitai gains
tax at the slab rate applicable
to them. But, selling in the
open market will attract only
15 per cent tax.

If investors have held the
stock for over a year and wish
to tender them in the open of-
fer, they still have to pay long-
term capital gains taxat10 per
cent. In contrast, if investors
choose to sell them in the
open market, they need not
pay tax.
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