POST CONFERENCE TAKEAWAYS

AGRI & SPECIALTY CHEMICALS

Favourable scenario in challenging time

India Equity Research | Agriculture

The Edelweiss Agri and Specialty Chemicals Virtual Conference (held on
29-30th June) yielded good insights. Key management executives of ten
leading agri and specialty chemicals players found audience in more than
70 clients, who benefited from virtual meetings in excess of 300.

Agri input companies (agrochemicals) are gung-ho about current demand
benefiting from a bumper rabi output, government support to farmers in
the wake of Covid-19, and a normal monsoon so far (highlighted in our
latest report too: Agri Inputs — Set for a bumper boost). In spite of
emerging issues such as the ban on 27 generic agrochemicals and supply
disruptions from China, agro management teams sounded confident of
logging 15-20% growth in FY21E. Specialty chemicals companies faced
supply disruptions in Q1FY21 due to the lockdown, but are gradually
increasing production subject to end-demand from user industries.
What’s unmissable is that players with bigger shares in agro, pharma and
FMCG are less likely to be impacted. We maintain the bullish view on agri
and specialty chemicals sector. Our top picks are UPL, Coromandel,
Dhanuka, Aarti, SRF and Galaxy Surfactants.

Agri input industry: Strong growth likely

Agrochemical companies invariably mentioned the solid growth in Q1FY21 so far,
despite the challenges posed by the lockdown. The benefit of a bumper rabi crop, large
rabi procurement by the government (wheat) and expectation of a normal monsoon
are driving the demand for agri inputs. Increased sowing of the kharif crop in the
current season (up almost 100% YoY) on last year’s low base and early sowing in the
current year in many crops due to adequate water availability and a timely monsoon
has triggered trade demand.

Players confident of fulfilling demand

Despite initial challenges pertaining to logistics and labour availability in the early part
of the lockdown (March, April), many players have ramped up plants to 80-90%
utilisation. As consumption picks up June onwards, the industry should be able to meet
the demand. That said, few players are contending with packaging and labour
availability issues.

Working capital: Surprisingly stable

Poor availability of many products due to the lockdown and an early start to the kharif
season pushed many dealers/distributors into making advance payments to secure
orders. Hence, contrary to the expectation of a spike in working capital cycle due to a
potential cash crunch in the economy in the wake of the lockdown, agrochemical
companies are now likely to maintain their respective working capital cycles.
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Post Conference Takeaways

Product ban, raw materials from China unlikely to pose threat

The management personnel we extensively interacted with mentioned that the recent
government notification banning 27 generic agrochemicals is being strongly contested by the
industry and that the government has relaxed the timeline to submit the data to 90 days
(from 45 days). Besides, the government has clarified that exports would be exempted from
this. Given its implications for farmers and many products not being in red triangle category,
the industry at large is confident that the product list will be significantly curtailed. (Refer to
our note : Proposed generic products ban: Bolt from the blue.)

Heightened surveillance delays custom clearance on Chinese imports

In view of the increased surveillance by the government on imports from China, companies
have been experiencing delays in custom clearance by 15-20 days. The agrochemicals
companies too are facing similar delays. That said, availability so far has not been impacted
and imports from China continue to be cleared.

Domestic manufacturers may gain in medium term

With border tension between India and China escalating and posing a threat to imports of
agrochemical raw materials and technicals from China, management teams we spoke to
believe that the government is unlikely to put any immediate ban on imports as 40-50% of
raw materials/technicals are imported from China. Besides, there are no alternatives to many
in India and any ban thereof can cause agrochemical availability issues.

Over the medium term, this challenge is likely to offer manufacturing opportunities for
domestic manufacturers such as Rallis India, Insecticides India, UPL, Gharda Chemicals, and
Bharat Rasayan to name a few. The government is also likely speed up the registration
process to encourage domestic manufacturers to build relevant capabilities.

Specialty chemicals suffer in lockdown; slowdown in user industries

Specialty chemical players have been deeply affected in Q1FY21 due to the lockdown. Players
catering to agro, pharma and essentials including FMCG, hygiene, etc have faced limited
demand destruction, but more on account of labour availability and logistics issues. Now
however, those with higher exposure to agri, pharma and FMCG/hygiene have ramped up
utilization to ~80%, e.g. Galaxy Surfactants and Neogen Chemicals; both have seen a pickup
in revenues.

Growth opportunity in specialty chemicals have accelerated

The current challenges notwithstanding, the management teams we spoke to believe that
opportunity in specialty chemicals for India has now widened further in the wake of Covid-19
as global players will continue to reduce their dependency on China.

Key risks

Managements believe opportunities in domestic manufacturing in both agro chemicals and
specialty chemicals shall grow due to rising tensions with China and the government’s focus
on “Atmanirbhar Bharat”. They do, however, also feel a current lack of government support
on infrastructure development and policy framework.
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AARTI INDUSTRIES
Diversified player; high growth visibility @ E d e | we | Ss

India Equity Research| Midcap Chemicals Ideas create, values protect

Key takeaways

e Aarti Industries (AIL) resumed operations in April post-lockdown and is now AusclutsiRating A
operating at 80% utilisation. Given the impact on business due to the lockdown,
management expects PAT to be flat for FY21. That said, management continues to
be confident of logging a CAGR of 15-20% in PAT in the long run.

India Midcaps

Investment Characteristics Growth

MARKET DATA (R: ARTI.BO, B: ARTO IN)

e  Agrochemicals, pharma and FMCG make up 60% of the company’s revenue, and it CcMP - INR926
has not seen any big impact on demand. The other 40% of the business comes Target Price . INR 1,088
from textiles, aerospace, paints & housing, petroleum additives, etc, wherein the 52-week range (INR) . 1,192 / 662
company estimates a 20-25% drop in aggregate demand in FY21. Share in issue (mn) . 1742

M cap (INR bn/USD mn) : 161/1,821
Avg. Daily Vol. BSE/NSE (‘000) : 156.8

e AlLis likely to receive a compensation of USD120-130mn due to the termination
of a long-term contract by a customer (cash flow of USD20mn each in FY21 and

FY22, and USD80mn by end of FY22) with or without off take of product.
SHARE HOLDING PATTERN (%)
e AIL plans to utilise this windfall from cancellation of the long-term contract

. . . . - . Current Q3FY20 Q2FY20
towards additional capex or inorganic expansion. The criteria for acquiring any 2 o

. . . . . ) Promoters * 47.7 48.2 48.3
company will be either a potential entry into new chemistry/new product line or a 166 167 164
. . . MF's, FI's & BKs . . .
new customer base. Inorganic expansion, thus, can shorten gestation.
Fil's 8.3 7.5 7.7
e AlL continues to remain positive in light of a series of opportunities coming Others 27.4 27.6 27.6
towards India due to various issues in China such as environmental challenges, * Promoters pledged shares : NIL

(% of share in issue)

US-China trade war, and now COVID-19. Thus, given the strong growth

opportunities in place, AIL expects INR10-12bn in capex each year for the next
PRICE PERFORMANCE (%)

four—five years, including FY21.
BSE Midcap Stock Stock over

e All’s specialty chemicals business does not depend on China for raw materials Index Index
while it exports a marginal 3-4% of its sales to China. On the other hand, its 1 Famis (2.0) (2.6) (0.6)
pharma business is dependent on raw material imports from China. All’s 3 months (24.4) 0.1 24.5
surfactants business has received approval for a listing in June; this is likely to be 12 months  (24.6) 73 32.0

listed in a couple of weeks.

Investment conclusion

In our view, the corona virus crisis has favourable implications for India’s specialty
chemical industry, precipitating leading to accelerated growth opportunity emerging
from China; AIL being the leading player will be the largest beneficiary. Reiterate ‘BUY’
with a TP of INR1,088 (25xFY22E PE).

Financials (INR mn)
Year to March FY19 FY20 FY21E FY22E .
Rohan Gupta

Net revenue 47,055 46,207 42,087 52,121 | o155 40407116
EBITDA 9,651 9,773 10,913 14,199 rohan.gupta@edelweissfin.com
Adjusted Profit 4,917 5,361 5,379 7,527 .

. Sneha Talreja
Diluted EPS (|NR) 28.4 30.9 31.0 43.4 +91 22 4040 7417
Diluted P/E (X) 32.7 30.0 29.8 21.3 sneha.talreja@edelweissfin.com
EV/EBITDA (x) 18.4 18.1 16.5 12.2
ROAE (%) 23.1 18.9 16.9 20.4 July1,2020
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Financial Statements

Key Assumptions

Aarti Industries

Year to March FY19 FY20 FY21E  FY22E
Macro

GDP(Y-0-Y %) 6.1 4.8 - 6.0
Inflation (Avg) 3.4 4.3 3.5 4.0
Repo rate (exit rate) 6.3 4.4 3.0 4.0
USD/INR (Avg) 70.0 70.7 75.0 73.0
Company

Financial assumptions

Spec chem rev gwth(%) 33.3 (2.9) (20.0) 10.0
Pharma chem rev gwth(%) 30.5 4.1 18.0 10.0
Spec chem EBIT margin(%) 20.6 21.1 24.5 24.7
Pharma EBIT margin(%) 15.5 18.2 21.0 21.0
Interest(% of Avg loans) 7.1 - 8.5 7.9
Tax rate (%) 18.9 19.1 19.0 19.0
Capex (INR mn) 6,702 11,305 14,000 7,000
Trade payables days 74.4 181.4 75.0 75.0
Inventory days 104.5 122.5 120.0 100.0
Receivables days 60.2 59.5 70.0 60.0

Income statement (INR mn)
Year to March FY19 FY20 FY21E FY22E
Net revenue 47,055 46,207 42,087 52,121
Cost of mat. Consumed 26,946 24,907 20,202 26,061
Employee costs 2,428 3,052 3,510 4,212
Other Expenses 8,030 8,474 7,463 7,649
Total operating expenses 37,404 36,434 31,175 37,922
EBITDA 9,651 9,773 10,913 14,199
Depreciation 1,627 1,852 2,402 2,948
EBIT 8,024 7,921 8,511 11,251
Less: Interest Expense 1,825 1,248 1,793 1,859
Add: Other income 21.00 88.4 75.00 75.00
Profit Before Tax 6,220 6,762 6,792 9,466
Less: Provision for Tax 1,178 1,294 1,291 1,799
Less: Minority Interest 124 107 123 141
Reported Profit 4,917 5,361 5,379 7,527
Adjusted Profit 4,917 5,361 5,379 7,527
Shares o /s (mn) 173 173 173 173
Basic EPS (INR) 28.4 30.9 31.0 43.4
Diluted shares o/s (mn) 173 173 173 173
Adj. Diluted EPS (INR) 28.4 30.9 31.0 43.4
Adjusted Cash EPS 38.5 42.2 45.6 61.2
Dividend per share (DPS) 5.0 5.0 8.0 8.0
Dividend Payout Ratio(%) 21.3 19.6 31.2 22.3
Common size metrics

Year to March FY19 FY20 FY21E FY22E
Cost of revenues 57.3 53.9 48.0 50.0
EBITDA margins 20.5 21.2 25.9 27.2
EBIT margins 17.1 17.1 20.2 21.6
Net Profit margins 10.7 11.8 13.1 14.7
Growth ratios (%)

Year to March FY19 FY20 FY21E FY22E
Revenues 23.6 (1.8) (8.9) 23.8
EBITDA 38.0 13 11.7 30.1
EBIT 45.1 (1.3) 7.4 32.2
PBT 45.0 8.7 0.5 39.4
Adjusted Profit 47.7 9.0 0.3 39.9
EPS 38.5 9.0 0.3 39.9

Edelweiss Securities Limited



Midcap Chemicals

Balance sheet (INR mn) Cash flow metrics
As on 31st March FY19 FY20 FY21E FY22E Year to March FY19 FY20 FY21E FY22E
Share capital 433 871 871 871 Operating cash flow 7,298 15,152 10,774 17,474
Reserves & Surplus 25,872 28,917 32,618 38,466 Financing cash flow 6,959  (9,470) 529 (3,537)
Shareholders' funds 26,306 29,788 33,489 39,338 Investing cash flow (6,537) (11,251) (9,749) (6,925)
Minority Interest 840 946 1,069 1,210 Net cash Flow 7,721 (5,569) 1,555 7,012
Long term borrowings 8,148 5,808 5,808 5,808 Capex (6,698) (11,301) (9,824) (7,000)
Short term borrowings 15,863 12,297 16,297 16,297 Dividend paid (1,049) (1,049) (1,678) (1,678)
Total Borrowings 24,011 18,105 22,105 22,105
Long Term Liabilities 2,032 5,509 5,509 5,509 Profitability and efficiency ratios
Def. Tax Liability (net) 1,930 2,110 2,348 2,679 Year to March FY19 FY20 FY21E FY22E
Sources of funds 55,118 56,458 64,520 70,841 ROAE (%) 231 18.9 16.9 20.4
Tangible assets 21,454 24,676 36,273 40,325 ROACE (%) 18.2 16.0 16.3 19.0
Intangible Assets 13 9 9 9 Inventory Days 103 118 144 78
CWIP (incl. intangible) 7,946 14,176 10,000 10,000 Debtors Days 55 60 68 58
Non current investments 332 370 370 370 Payable Days 43 46 69 67
Cash and Equivalents 8,042 2,473 4,028 11,039 Cash Conversion Cycle 115 132 143 70
Inventories 7,718 8,357 7,605 3,570 Current Ratio 8.3 3.5 3.4 33
Sundry Debtors 7,760 7,534 8,072 8,568 Gross Debt/EBITDA 2.5 1.9 2.0 1.6
Loans & Advances 4,971 5,402 5,402 5,402 Gross Debt/Equity 0.9 0.6 0.6 0.5
Other Current Assets 344 328 328 328 Adjusted Debt/Equity 0.9 0.6 0.7 0.6
Current Assets (ex cash) 20,793 21,621 21,406 17,867 Net Debt/Equity 0.6 0.5 0.5 0.3
Trade payable 2,793 3,452 4,151 5,355 Interest Coverage Ratio 4.4 6.3 4.7 6.1
Other Current Liab 668 3,415 3,415 3,415
Total Current Liab 3,461 6,867 7,566 8,770 Operating ratios
Net Curr Assets-ex cash 17,332 14,754 13,839 9,097 Year to March FY19 FY20 FY21E FY22E
Uses of funds 55,118 56,458 64,520 70,841 Total Asset Turnover 1.0 0.8 0.7 0.8
BVPS (INR) 151.8 171.8 193.2 226.9 Fixed Asset Turnover 2.3 2.0 14 1.4
Equity Turnover 2.2 1.6 13 1.4
Free cash flow (INR mn)
Year to March FY19 FY20 FY21E FY22E Valuation parameters
Reported Profit 4,917 5,361 5,379 7,527 Year to March FY19 FY20 FY21E FY22E
Add: Depreciation 1,627 1,852 2,402 2,948 Adj. Diluted EPS (INR) 28.4 30.9 31.0 43.4
Interest (Net of Tax) 1,480 1,009 1,452 1,506 Y-o0-Y growth (%) 38.5 9.0 0.3 39.9
Others 552 873 626 751 Adjusted Cash EPS (INR) 38.5 42.2 45.6 61.2
Gross cash flow 7,298 15,152 10,774 17,474 Diluted P/E (x) 32.7 30.0 29.8 21.3
Less: Changes in WC 1,278  (6,057) (914) (4,742) P/B (x) 6.1 5.4 4.8 4.1
Less: Capex 6,698 11,301 9,824 7,000 EV / Sales (x) 3.8 3.8 43 3.3
Free Cash Flow 600 3,851 951 10,474 EV / EBITDA (x) 18.4 18.1 16.5 12.2
Dividend Yield (%) 0.5 0.5 0.9 0.9
EV 177,371 177,141 179,709 172,838
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COMPANY PROFILE

CRYSTAL CROP

Strong start to kharif season

India Equity Research| Midcap Agri

Key takeaways

Industry: According to management, MNCs (ex-Adama) lost market share between
2015 and 2018. The aggregate market share of top five would be 42%. In this season,
planting of pulses, grains and cotton is expected to be higher. Horticulture is looking
weak.

Locust situation: There is a second wave. The FAO tracks it from Africa to Afghanistan,
and has managed to control it. The Ministry of Agriculture has certain officers looking
into locusts. Swarms came in between Kharif and Rabi, so there were not many crops.

RM sourcing: Need to watch out this week and next to ascertain if any disruption is
happening on imports. Prices are not stable; they have declined by 1-2%. The
company passes through the increase.

Q1FY21: It has been a very good quarter with potential growth of 40% YoY (INR7bn
versus INR5bn). There is panic buying, the trade has picked up. Besides, market share is
consolidating.

The company has a healthy pipeline of new innovative products. Its core focus is
formulation R&D. Seeds have been carved out with a separate independent sales
team. Earlier, teams were common with the agrochemical team. For the farm
equipment business, the company has created independent dedicated sprayer
distributors.
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COMPANY PROFILE

DHANUKA AGRITECH

Growth buoyancy to continue

India Equity Research| Midcap Agri

Key takeaways

A strong rabi season leading to higher crop production has lifted farmers’ income
levels. With government procurement levels on the higher side too, farmers’ liquidity
position remains sound, which will eventually drive overall agri-input consumption
during the kharif season.

The raw material situation from China has eased off post-April. However, due to
political tensions with China, some of the materials are still stuck at ports. A potential
hike in anti-dumping duty or a ban on chemicals from China would impact the overall
industry. Dhanuka Agritech has a roughly 5% exposure to China regarding
procurement of raw materials.

Based on improved sowing levels along with advance sales of agri-inputs during
Q1FY21, the company expects the kharif season to play out well for the overall
industry. Hence, it expects to achieve 20%-plus growth in FY21.
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EDELWEISS RATINGS

Absolute Rating BUY

Investment Characteristics Outperform

MARKET DATA (R: DHNP.BO, B: DAGRI IN)

CMP : INR736
Target Price : INR 841
52-week range (INR) 1 804 /261
Share in issue (mn) . 47.6

M cap (INR bn/USD mn) : 35/631

Avg. Daily Vol. BSE/NSE (‘000) : 34.2

SHARE HOLDING PATTERN (%)

Current Q3FY20 Q2FY20
e  The government is likely to withdraw the proposed ban on 27 agrochemicals given the R © 75.0 75.0 75.0
concerns raised by the industry and the farmer community. Dhanuka believes the MF's, FI's & BKs  12.7 121 12.2
government won’t take the drastic step given these molecules contribute around Fll's ) ) )
INR80bn for the industry. Others 123 12.9 12.8
e New products are likely to remain crucial in driving growth momentum. Though the *F;Z/:";,O:;Z::Z‘fseu‘shares Al
Innovation Turnover Index fell to 13% in FY20, the company believes it would improve
to 15% in FY21 driven by the success of Largo, Chempa and Apply. PRICE PERFORMANCE (%)
e Dhanuka’s core strengths are marketing and distribution-reach. Innovators want to BSE Midcap . Stock over
encash the profitability in the shortest possible time. Companies have an 85% margin Index Index
or thereabouts even after sharing a 15% margin with Dhanuka. 1 month (2.0) 2719 298
3 months (24.4) 7.3 31.7
Investment conclusion 12 months (24.6) 4L 68.2
Expectations of a normal monsoon coupled with the addition of new products to the
portfolio are likely to sustain Dhanuka’s growth trajectory over FY21. Hence, we believe the
company is well placed to deliver double-digit revenue growth in FY21. Maintain ‘BUY’ with
a TP of INR841, valuing the stock at 22x FY22E EPS.
Financials
Year to March FY19 FY20 FY21E FY22E Rohan Gupta
+91 22 4040 7416
Revenues (INR mn) 10,058 11,201 12,545 13,799 rohan. gupta@edelweissfin.com
EBITDA (INR mn) 1,460 1,734 2,070 2,346
Adjusted Profit (INR mn) 1,126 1,413 1,597 1,820 1“;'1‘;"2'?;2';‘332"5;“3"‘
Adjusted Diluted EPS (INR) 23.7 29.7 33.6 38.2 nihal.jham@edelweissfin.com
EPS growth (%) (8.0) 25.6 13.0 14.0
. Bharat Gupta
Diluted P/E (x) 31.1 24.7 21.9 19.2 . 750 T ST
EV/EBITDA (x) 24 20 17 14 bharat.gupta@edelweissfin.com
ROACE (%) 23.8 26.4 27.9 27.7
ROAE (%) 17.7 20.9 21.2 21.3  July1,2020
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Financial Statements

Key Assumptions

Income statement

Dhanuka Agritech

(INR mn)

Year to March FY19 FY20 FY21E FY22E
Macro

GDP(Y-0-Y %) 6.1 48 (4.0) 7.0
Inflation (Avg) 3.4 4.3 3.5 4.0
Repo rate (exit rate) 6.3 4.4 3.0 4.0
USD/INR (Avg) 70.0 70.7 75.0 73.0
Company

Employee (% of net rev) 10.4 9.4 9.0 9.5
Admin exp (% of rev) 13.8 11.6 12.0 12.0
Net sales growth 4.5 11.4 12.0 10.0
Cost assumptions

RM(% of net sales) 61.3 63.5 62.5 61.5
Financial assumptions

Tax rate as % of PBT 28.0 28.0 28.0 28.0
Capex (INR mn) 61 137 100 100
Net borrowings (INR mn) (96) (780) (726) (1,468)
Debtor days 77 75 75 77
Inventory days 122 117 122 123
Payable days 48 49 54 53
Cash conversion cycle 152 143 144 147
Dep. (% gross block) 6.0 6.0 6.0 6.0

Year to March

FY19 FY20 FY21E FY22E

Net revenue

Materials costs

Gross profit

Employee costs

Other Expenses

Total operating expenses
EBITDA

Depreciation

EBIT

Less: Interest Expense
Add: Other income
Profit Before Tax

Less: Provision for Tax
Reported Profit
Adjusted Profit

Shares o /s (mn)
Adjusted Basic EPS
Diluted shares o/s (mn)
Adjusted Diluted EPS
Adjusted Cash EPS
Dividend per share (DPS)
Dividend Payout Ratio(%)

10,058 11,201 12,545 13,799
6,167 7,117 7,840 8,487
3,892 4,084 4,704 5,313
1,047 1,052 1,129 1,311
1,385 1,298 1,505 1,656
8,598 9,467 10,475 11,453
1,460 1,734 2,070 2,346

123 164 184 194
1,336 1,570 1,886 2,152
9 16 16 16

21204 250.88  258.6  290.31
1,540 1,805 2,129 2,426
414 392 532 607
1,126 1,413 1,597 1,820
1,126 1,413 1,597 1,820

48 48 48 48
23.7 29.7 33.6 38.2
48 48 48 48
23.7 29.7 33.6 38.2
42.1 52.5 59.4 68.4
0.6 12.0 12.0 12.0
3l 48.6 43.1 37.8

Common size metrics

Year to March

FY19 FY20 FY21E FY22E

Gross margin
Interest Expense
EBITDA margins
EBIT margins

Net Profit margins

38.7 36.5 37.5 38.5

0.1 0.1 0.1 0.1
14.5 15.5 16.5 17.0
13.3 14.0 15.0 15.6
11.2 12.6 12.7 13.2

Growth ratios (%)

Year to March

FY19 FY20 FY21E FY22E

Revenues
EBITDA

PBT

Adjusted Profit
EPS

45 11.4 12.0 10.0
(12.2) 18.7 19.4 13.3
(7.8) 17.3 17.9 14.0
(10.8) 25.6 13.0 14.0
(8.0) 25.6 13.0 14.0
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Midcap Agri

Balance sheet (INR mn) Cash flow metrics
As on 31st March FY19 FY20 FY21E FY22E Year to March FY19 FY20 FY21E FY22E
Share capital 95 95 95 95 Operating cash flow 133 1,621 491 1,254
Reserves & Surplus 6,327 6,981 7,890 9,022 Financing cash flow (866) (930) (532) (677)
Shareholders' funds 6,422 7,076 7,985 9,118 Investing cash flow 632 (443) 159 190
Short term borrowings 222 80 251 276 Net cash Flow (101) 247 117 767
Total Borrowings 222 80 251 276 Capex (61) (137) (100) (100)
Long Term Liabilities 177 217 171 190 Dividend paid (172) (599) (571) (571)
Def. Tax Liability (net) 122 53 53 53
Sources of funds 6,944 7,426 8,460 9,637  Profitability and efficiency ratios
Gross Block 1,528 1,700 1,800 1,900 Year to March FY19 FY20 FY21E FY22E
Accumulated depreciation 385 548 732 926 ROAE (%) 17.7 20.9 21.2 21.3
Capital work in progress 10 37 37 37 ROACE (%) 23.8 26.4 27.9 27.7
Tangible assets 1,143 1,151 1,068 974 Inventory Days 122 117 122 123
Intangible Assets 25 23 23 23 ROA 16.4 19.7 20.1 20.1
Total net fixed assets 1,179 1,211 1,128 1,034 Debtors Days 77 75 75 77
Non current investments 898 991 991 991 Payable Days 48 49 54 53
Cash and Equivalents 318 860 977 1,744 Cash Conversion Cycle 152 143 144 147
Inventories 2,068 2,499 2,744 2,970 Current Ratio 4.5 3.8 4.3 4.6
Sundry Debtors 2,187 2,424 2,760 3,036 Gross Debt/EBITDA 0.2 - 0.1 0.1
Loans & Advances 363 352 540 590 Gross Debt/Equity - - - -
Other Current Assets 1,340 984 1,254 1,380 Adjusted Debt/Equity - - - -
Current Assets (ex cash) 5,958 6,259 7,298 7,976 Interest Coverage Ratio 149.7 100.8 117.9 134.5
Trade payable 775 1,132 1,176 1,273 LT debt /Cap empl. (%) 3.2 1.1 3.0 2.9
Other Current Liab 634 764 758 834 Debt / Cap employed (%) 25.3 27.3 26.5 25.3
Total Current Liab 1,409 1,896 1,934 2,107
Net Curr Assets-ex cash 4,549 4,363 5,364 5,869 Operating ratios
Uses of funds 6,944 7,426 8,460 9,637 Year to March FY19 FY20 FY21E FY22E
BVPS (INR) 135.0 148.7 167.8 191.6 Total Asset Turnover 15 1.6 1.6 1.5
Fixed Asset Turnover 8.1 9.6 11.1 13.2
Free cash flow (INR mn) Equity Turnover 1.6 1.7 1.7 1.6
Year to March FY19 FY20 FY21E FY22E
Reported Profit 1,126 1,413 1,597 1,820 Valuation parameters
Add: Depreciation 123 164 184 194 Year to March FY19 FY20 FY21E FY22E
Interest (Net of Tax) 7 11 11 11 Adj. Diluted EPS (INR) 23.7 29.7 33.6 38.2
Others (245) (125) (254) (286) Y-o-Y growth (%) (8.0) 25.6 13.0 14.0
Less: Changes in WC 877 (158) 1,047 485 Adjusted Cash EPS (INR) 42.1 52.5 59.4 68.4
Operating cash flow 133 1,621 491 1,254 Diluted P/E (x) 31.1 24.8 21.9 19.2
Less: Capex 61 137 100 100 P/B (x) 5.4 4.9 4.4 3.8
Free Cash Flow 72 1,484 391 1,154 EV / Sales (x) 35 3.0 2.7 2.4
EV / EBITDA (x) 239 19.7 16.6 14.3
Dividend Yield (%) 0.1 1.6 1.6 1.6
:
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‘5 COMPANY PROFILE
FINE ORGANIC
Diversified basket fending off challenging times @ E d e | we | 3SS

India Equity Research| Midcap Chemicals Ideas create, values protect

Key takeaways

e The company’s Q4FY20 revenues were impacted by: i) the lockdown in the end of Absolute Rating HOLD
March with no shipments in the last eight—ten days of the month; and ii) Investment Characteristics ~ Growth

international markets depending on the spread of COVID-19.

e The recovery in the exports market (~55% of sales) is better than the domestic

MARKET DATA (R: FINO BO, B: FINEORG IN)
market, and management expects normalcy to return soon.

CMP : INR 1,860
e  Last year, the company’s margins at 23% benifitted from lower raw material cost Target Price : INR 2,044
and rupee depreciation. However, on sustainable basis, management expects 52-week range (INR) : 2,550/ 1,310
margins to be in a range of 18-21%. Share in issue (mn) : 30.7
M cap (INR bn/USD mn) : 57/0

e  The company is naturally hedged to some extent with exporting making up 55% of
its total sales and imports of raw materials up to 35%. Furthermore, the company
hedges 40% of its net exports for the maximum period of 12 months.

Avg. Daily Vol. BSE/NSE (‘000) : 17.6

SHARE HOLDING PATTERN (%)
e The major challenges that the company is currently facing is new business
development, which involves introducing products to new clients as most

Current Q3FY20 Q2FY20

Promoters * 75.0 75.0 75.0
customers need a trial given 90% of FOIL’s products are technicals. MF's Fl's & BKs 158 15.6 16.3
e Inthe polymers space, the company’s products have found applications in PPE kits Fll's 5.3 5.3 5.3
and N-95 masks. Its traditional polymer-based applications have seen some Others 39 4.1 3.4
slowdown. In the food additives space, while breads and biscuits have seen high * Promoters pledged shares ' L
(% of share in issue)
consumption, cakes and confectionery have taken a hit.
e FOIl’s 10,000tonnes capacity at Patalganga, Maharashtra is likely to be PRICE PERFORMANCE (%)
commissioned by Q4FY21,whereas its German JV is likely to run into delays given BSE Midcap Stock over
travel restrictions. The company is also open to looking into other growth e e
opportunities. 1 month (2.0) (2.3) (0.2)
3 months (24.4) (11.9) 12.5
Investment conclusion 12 months  (24.6) 29.5 54.1

We expect FOIL’s large diversified product basket with exposure to food and the food
packaging polymer industry to help it sail through the current uncertain environment.
We expect a slow ramp-up of the new plant and weakness in margins to result in
muted PAT growth of 8.7% in FY21E; it would bounce to 30% in FY22E. We maintain
the ‘HOLD’ rating with a TP of INR2,044 (27xFY22 EPS).

Financials (INR mn)
Year to March FY19 FY20 FY21E FY22E
Net revenue 10,603 10,381 12,575 15,013  Rohan Gupta
+91 22 4040 7416
EBITDA 2,336 2,405 2,751 3,425 rohan.gupta@edelweissfin.com
Adjusted Profit 1,363 1,648 1,791 2,321
: : Sneha Talreja
Agjusted diluted EPS (INR) 45.5 55.4 58.4 757 e ot ety
Diluted P/E (x) 40.9 33.6 31.8 24.6 sneha.talreja@edelweissfin.com
EV/EBITDA (x) 24.4 23.2 19.9 15.6
ROAE (%) 30.4 29.5 26.3 28.1  July1,2020
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Midcap Chemicals

Financial Statements

Key Assumptions

Year to March FY19 FY20 FY21E FY22E
Macro

GDP(Y-0-Y %) 6.1 4.8 (4.0) 7.0
Inflation (Avg) 3.4 4.3 3.5 4.0
Repo rate (exit rate) 6.3 4.4 3.0 4.0
USD/INR (Avg) 70.0 70.7 75.0 73.0
Company

Total capacity (tonnes) 69,300 101,300 111,300 121,300
Production (tonnes) 63,063 74,049 80,563 92,213
Utilisation (%) 91.0 73.1 72.4 76.0
Sales volumes (tonnes) 60,540 67,220 73,557 85,913
Volume Growth (%) 7.5 11.0 9.4 16.8
Realisation (INR/tonne) 175,144 166,387 170,960 174,742
Realisation Growth (%) - 14.0 (5.0) 2.7 2.2
Gross margins (%) 38.2 41.3 40.0 40.0
Employee as (% of net rev) 5.9 7.0 6.6 6.4
Other expenses as (% of net rev) 10.3 11.2 11.5 10.8
Depreciation (% of Avg GFA) 7.2 10.4 11.0 10.0
Int (% of avg G.debt) 2.2 4.7 3.0 3.0
Tax rate as % of PBT 40.4 23.2 28.0 28.0

12

Income statement (INR mn)
Year to March FY19 FY20 FY21E FY22E
Net revenue 10,603 10,381 12,575 15,013
Materials costs 6,552 6,093 7,545 9,008
Employee costs 628 725 833 958
Other Expenses 1,088 1,158 1,446 1,621
Total operating expenses 8,267 7,976 9,825 11,587
EBITDA 2,336 2,405 2,751 3,425
Depreciation 175 347 478 465
EBIT 2,161 2,058 2,273 2,961
Less: Interest Expense 18 48 27 27
Add: Other income 198.25  201.86  242.23  290.68
Profit Before Tax 2,341 2,212 2,488 3,224
Less: Provision for Tax 945 513 697 903
Associate profit share (34) (51) - -
Reported Profit 1,363 1,648 1,791 2,321
Adjusted Profit 1,363 1,648 1,791 2,321
Shares o /s (mn) 31 31 31 31
Adjusted Basic EPS 44.4 53.8 58.4 75.7
Diluted shares o/s (mn) 31 31 31 31
Adjusted Diluted EPS 45.5 55.4 58.4 75.7
Adjusted Cash EPS 50.1 65.1 74.0 90.9
Dividend per share (DPS) 13.7 16.6 17.5 22.7
Dividend Payout Ratio(%) 0.3 0.3 0.3 0.3
Common size metrics

Year to March FY19 FY20 FY21E FY22E
Materials costs 61.8 58.7 60.0 60.0
Staff costs 5.9 7.0 6.6 6.4
S G & A expenses 10.3 11.2 11.5 10.8
Depreciation 1.6 33 3.8 3.1
Interest Expense 0.2 0.5 0.2 0.2
EBITDA margins 22.0 23.2 21.9 22.8
Net Profit margins 12.9 15.9 14.2 15.5
Growth ratios (%)

Year to March FY19 FY20 FY21E FY22E
Revenues 22.6 (2.1) 21.1 19.4
EBITDA 47.5 2.9 14.4 24,5
PBT 54.9 (5.5) 12.5 29.6
Adj. net profit 43.0 21.0 8.7 29.6
EPS 46.5 21.7 5.4 29.6

Edelweiss Securities Limited



Fine Organic Industries Ltd

Balance sheet (INR mn) Cash flow metrics
As on 31st March FY19 FY20 FY21E FY22E Year to March FY19 FY20 FY21E FY22E
Share capital 153 153 153 153 Cash flow from ops 987 2,329 1,874 2,386
Reserves & Surplus 4,849 6,036 7,289 8,914 Financing cash flow 924 (367) (565) (724)
Shareholders' funds 5,002 6,189 7,443 9,068 Investing cash flow (823) (844) (300) (300)
Long term borrowings 928 915 915 915 Net cash Flow 1,088 1,117 1,009 1,362
Short term borrowings 202 - - - Capex (818) (722) (300) (300)
Total Borrowings 1,130 915 915 915
Long Term Liabilities 39 76 76 76 Profitability and efficiency ratios
Deferred tax (net) (2) 1 - 1 Year to March FY19 FY20 FY21E FY22E
Sources of funds 6,170 7,180 8,433 10,059 ROAE (%) 30.4 29.5 26.3 28.1
Gross Block 2,468 4,195 4,495 4,795 ROACE (%) 44.4 34.1 325 355
Net Block 778 2,159 1,981 1,817 Inventory Days 50 66 59 51
Capital work in progress 1,063 58 58 58 Debtors Days 52 51 47 51
Intangible Assets 3 9 9 9 Payable Days 34 42 41 37
Total Fixed Assets 1,845 2,226 2,048 1,884 Cash Conversion Cycle 67 75 65 64
Non current investments 100 328 328 328 Current Ratio 6.0 4.4 5.6 6.3
Cash and Equivalents 1,092 2,104 3,113 4,475 Gross Debt/EBITDA 0.5 0.4 0.3 0.3
Inventories 893 1,317 1,137 1,357 Gross Debt/Equity 0.2 0.1 0.1 0.1
Sundry Debtors 1,556 1,323 1,895 2,262 Adjusted Debt/Equity 0.2 0.1 0.1 0.1
Other Current Assets 1,537 1,222 1,222 1,222 Net Debt/Equity - (0.2) (0.3) (0.4)
Current Assets (ex cash) 3,986 3,862 4,254 4,842 Interest Coverage Ratio 117.5 42.7 82.8 107.9
Trade payable 534 858 827 987
Other Current Liab 318 483 483 483 Operating ratios
Total Current Liab 852 1,341 1,310 1,471 Year to March FY19 FY20 FY21E FY22E
Net Curr Assets-ex cash 3,134 2,521 2,944 3,371 Total Asset Turnover 2.0 1.6 1.6 1.6
Uses of funds 6,170 7,180 8,433 10,059 Fixed Asset Turnover 12.7 7.0 6.0 7.9
BVPS (INR) 163.2 2019 242.7 295.7 Equity Turnover 2.4 1.9 1.8 1.8
Free cash flow (INR mn) Valuation parameters
Year to March FY19 FY20 FY21E FY22E Year to March FY19 FY20 FY21E FY22E
Reported Profit 1,363 1,648 1,791 2,321 Adj. Diluted EPS (INR) 45.5 55.4 58.4 75.7
Add: Depreciation 175 347 478 465 Y-o0-Y growth (%) 46.5 21.7 5.4 29.6
Interest (Net of Tax) 11 37 20 20 Adjusted Cash EPS (INR) 50.1 65.1 74.0 90.9
Others (69) (117) 8 8 Diluted P/E (x) 40.9 33.6 31.8 24.6
Less: Changes in WC 493 (415) 422 427 P/B (x) 11.4 9.2 7.7 6.3
Operating cash flow 987 2,329 1,874 2,386 EV / Sales (x) 5.4 5.3 4.3 3.5
Less: Capex (818) (722) (300) (300) EV / EBITDA (x) 24.4 23.2 19.9 15.6
Free Cash Flow 168 1,608 1,574 2,086 Dividend Yield (%) 0.7 0.9 0.9 1.2
:
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COMPANY PROFILE

GALAXY SURFACTANTS
Resilient model, faster growth recovery @ E d e | we | 3S

India Equity Research| Midcap Chemicals Ideas create, values protect

Key takeaways

e  GSL has a presence in FMCG-linked defensive sector wherein growth has ranged Absolute Rating BUY
from 10-12% in good cycles and 6—8% in bad ones, thereby providing stability to Investment Characteristics ~ Outperform
its operations.

India Midcaps

e  Management expects normalcy to return in six months while there can be some
& P Y MARKET DATA (R: GALX NS, B: GALSURF IN)

down-trading in certain categories as there is likely to be a cut in spending on

CMP : INR 1,557
remium pr which may im rforman f ial rf nts. Sal
premium products, ch may _ pact pe o_ ance of specialty surfactants. Sales Target Price . INRL,628
of performance surfactants are likely to remain stable.

52-week range (INR) : 1,781 /975

e GSL’s major raw materials are fatty alcohol and fatty acids with no major Share in issue (mn) : 35.5

dependency on China. The company gets 60-65% of its raw material from M cap (INR bn/USD mn) : 55/0
Indonesia and Malaysia. Avg. Daily Vol. BSE/NSE (‘000) : 19.3

e  The company continues to hold onto its strong market position in certain product

categories such as SLS (~6% market share), SLES (3.5-4% market share), and SHARE HOLDING PATTERN (%)

preservatives. It is among the top three globally in these categories. TN EIRAA 2R
Promoters * 70.9 70.9 70.9
e Egypt logged 22% growth in FY20 driving the performance surfactants division. MF's FI's & BKs  13.6 13.2 12.8
The market in Egypt has come back to its previous levels with a 62% market share Fil's 33 3.2 3.0
being held by MNCs.

Others 12.2 12.6 13.2

* Promoters pledged shares NIL

e  Growth for the company will be driven by: i) strong growth in existing markets; ii) (% of share in issue)

healthy growth in end-user industries, iii) leveraging the existing customer base to
expand the product basket; and iv) expanding the customer base via client PRICE PERFORMANCE (%)

additions across geographies. BSE Midcap stont Stock over

e FY20 capex stood at INR2.3bn, out of which INR800mn pertained to land e [oSeX
acquisition at Jagadia for future use while the rest was utilized for expansion in 1 month (2.0) (6.1) (4.0)
the US and Egypt. Galaxy expects to spend INR1bn each in FY21 and FY22 with 3 months (24.4) (17.6) 6.8
investments in both performance and specialty surfactants. 12 months  (24.6) 24.4 49.0
Investment conclusion
We remain bullish on GSL's FMCG-linked business model that can well capture the
strong structural growth opportunity. Maintain ‘BUY’ with a target price of INR1,628
based on 22xFY22E EPS.
Financials (INR mn)
Year to March FY19 FY20 FY21E FY22E
Net revenue 27,630 25,964 27,944 30,778 f;’l";z"j;‘g;jm
EBITDA 3,534 3,689 3,805 4,448 rohan.gupta@edelweissfin.com
Adjusted Profit 1,910 2,304 2,199 2,624 .
Adjusted diluted EPS (INR) 53.9 65.0 62.0 740 Soenaravels
Diluted P/E (x) 28.9 24.0 25.1 21.0  sneha.talreja@edelweissfin.com
EV/EBITDA (x) 16.3 15.7 14.6 12.1
ROAE (%) 23.9 23.7 19.0 19.4  July1,2020

Edelweiss Securities Limited
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Galaxy Surfactants Ltd

Financial Statements

Key Assumptions

Income statement (INR mn)
Year to March FY19 FY20 FY21E FY22E Year to March FY19 FY20 FY21E FY22E
Macro Net revenue 27,630 25964 27,944 30,778
GDP(Y-0-Y %) 6.1 4.8 (4.0) 7.0 Materials costs 19,481 17,153 19,281 21,083
Inflation (Ave) 34 43 3.5 40 Employee costs 1646 1,781 1,923 2,077
Repo rate (exit rate) 6.3 44 3.0 40 Other Expenses 2,969 3341 2,934 3,170
USD/INR (Avg) 70.0 70.7 75.0 730 1otal operating expenses 24,09 22,275 24,139 26,331
Company EBITDA 3534 3,689 3,805 4,448
Total sales volume (tonnes) 214,711.0 224,237.0 241,368.8 265,815.7 Depreciation 512 622 822 897
Total volume growth (%) 8.8 4.4 7.6 10.1 EBIT 3,022 3,067 2,983 3,550
Performance volume (tonnes) ~ 135,337.0 143,521.0 155,002.7 170,813.0 | oo |ntorest Expense 300 538 151 151
Performance volume growth (%) 36 6.0 8.0 102 agd: Other income 46.8 592 100.00  100.00
Specialty volume (tonnes) 79,374.0 80,716.0 86,366.1 95,002.7 Profit Before Tax 2,769 2,888 2,932 3,499
Specialty volume growth (%) 18.8 1.7 7.0 10.0 | ess: Provision for Tax 859 584 733 875
Gross margins (%) 29.5 339 31.0 315 Reported Profit 1,910 2,304 2,199 2,624
Employee (% of net rev) 6.0 6.9 6.9 6.7 adjusted Profit 1,910 2,304 2,199 2,624
Other expenses as (% of net rev) 10.7 12.9 10.5 10.3 Shares o /s (mn) 35 35 35 35
Depreciation (% of Avg GFA) 2l — 2l 62 adjusted Basic EPS 53.9 65.0 62.0 74.0
Int (% of avg G.debt) 11.0 8.3 10.0 10.0 Diluted shares ofs (mn) 35 35 35 35
ek [l e v ol e e 2 2o 250 adjusted Diluted EPS 53.9 65.0 62.0 74.0

Adjusted Cash EPS 68.3 82.5 85.2 99.3

Dividend per share (DPS) 14.5 11.7 11.2 13.4

Dividend Payout Ratio(%) 0.3 0.2 0.2 0.2

Common size metrics

Year to March FY19 FY20 FY21E FY22E
Materials costs 70.5 66.1 69.0 68.5
Staff costs 6.0 6.9 6.9 6.7
S G & A expenses 10.7 12.9 10.5 10.3
Depreciation 1.9 2.4 2.9 2.9
Interest Expense 11 0.9 0.5 0.5
EBITDA margins 12.8 14.2 13.6 145
Net Profit margins 6.9 8.9 7.9 8.5

Growth ratios (%)

Year to March FY19 FY20 FY21E FY22E
Revenues 13.5 (6.0) 7.6 10.1
EBITDA 22.8 4.4 3.1 16.9
PBT 26.5 43 1.5 19.3
Adj. net profit 20.9 20.6 (4.6) 19.3
EPS 20.9 20.6 (4.6) 19.3

15 Edelweiss Securities Limited



Midcap Chemicals

Balance sheet (INR mn) Cash flow metrics
As on 31st March FY19 FY20 FY21E FY22E Year to March FY19 FY20 FY21E FY22E
Share capital 355 355 355 355 Cash flow from ops 2,829 3,162 3,346 3,196
Reserves & Surplus 8,413 10,323 12,125 14,275 Financing cash flow (1,192)  (1,438) (548) (625)
Shareholders' funds 8,767 10,678 12,479 14,629 Investing cash flow (1,673)  (1,511) (340)  (1,000)
Long term borrowings 892 1,166 1,166 1,166 Net cash Flow (36) 213 2,457 1,571
Short term borrowings 1,640 2,030 2,030 2,030 Capex (1,689) (1,416) (340)  (1,000)
Total Borrowings 2,532 3,196 3,196 3,196 Dividend paid 2 3 3 3
Long Term Liabilities 110 342 342 342
Deferred tax (net) 321 241 242 241 Profitability and efficiency ratios
Sources of funds 11,730 14,457 16,260 18,409 Year to March FY19 FY20 FY21E FY22E
Gross Block 10,068 12,974 13,974 14,974 ROAE (%) 239 23.7 19.0 19.4
Net Block 5,112 7,396 7,574 7,677 ROACE (%) 28.7 24.8 20.9 21.8
Capital work in progress 826 660 - - Inventory Days 65 72 66 67
Intangible Assets 75 82 82 82 Debtors Days 56 61 56 52
Total Fixed Assets 6,013 8,138 7,656 7,759 Payable Days 59 62 56 57
Cash and Equivalents 257 545 3,003 4,574 Cash Conversion Cycle 62 71 66 62
Inventories 3,513 3,250 3,698 4,043 Current Ratio 2.4 2.7 3.1 3.4
Sundry Debtors 4,268 4,394 4,211 4,638 Gross Debt/EBITDA 0.7 0.9 0.8 0.7
Loans & Advances 37 4 4 4 Gross Debt/Equity 0.3 0.3 0.3 0.2
Other Current Assets 1,592 1,788 1,788 1,788 Adjusted Debt/Equity 0.3 0.3 0.3 0.2
Current Assets (ex cash) 9,410 9,436 9,700 10,473 Net Debt/Equity 0.3 0.2 - (0.1)
Trade payable 3,059 2,731 3,170 3,466 Interest Coverage Ratio 10.1 12.9 19.8 235
Other Current Liab 892 931 931 931
Total Current Liab 3,950 3,663 4,101 4,397 Operating ratios
Net Curr Assets-ex cash 5,460 5,774 5,601 6,076 Year to March FY19 FY20 FY21E FY22E
Uses of funds 11,730 14,457 16,260 18,409 Total Asset Turnover 2.5 2.0 1.8 1.8
BVPS (INR) 247.3 301.2 352.0 412.7 Fixed Asset Turnover 5.7 4.1 3.7 4.0
Equity Turnover 35 2.7 2.4 23
Free cash flow (INR mn)
Year to March FY19 FY20 FY21E FY22E Valuation parameters
Reported Profit 1,910 2,304 2,199 2,624 Year to March FY19 FY20 FY21E FY22E
Add: Depreciation 512 622 822 897 Adj. Diluted EPS (INR) 53.9 65.0 62.0 74.0
Interest (Net of Tax) 207 190 113 113 Y-o0-Y growth (%) 20.9 20.6 (4.6) 19.3
Others 72 350 38 38 Adjusted Cash EPS (INR) 68.3 82.5 85.2 99.3
Less: Changes in WC (129) 304 (174) 476 Diluted P/E (x) 28.9 24.0 25.1 21.0
Operating cash flow 2,829 3,162 3,346 3,196 P/B (x) 6.3 5.2 4.4 3.8
Less: Capex 1,689 1,416 340 1,000 EV / Sales (x) 2.1 2.2 2.0 1.8
Free Cash Flow 1,140 1,746 3,006 2,196 EV / EBITDA (x) 16.3 15.7 14.6 12.1
Dividend Yield (%) 0.9 0.8 0.7 0.9
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COMPANY PROFILE

INSECTICIDE INDIA

Domestic scenario remains positive

India Equity Research| Midcap Agri

Key takeaways

Despite the expectation of strong growth during the kharif season, the company is
facing issues pertaining to labour availability. The current utilisation is about 70%.

Product launches remain crucial for sustaining the growth trajectory. The company
expects to launch 12 products before Diwali this year. Most of them would be under
the 9(3) category.

The company is targeting more than INR1bn in exports for FY21. During FY20, it failed
to achieve the guided INR1bn contribution from exports due to the ban on exports to
Pakistan.

R&D expense is about 1% of turnover. Associated to plant to keep expense low. Five
R&D centres are being run. i) Reverse engineering. ii) Formulations. iii) Biological (three
new biological products to be introduced). iv) A JV with Japenese companies.

Capex: INR1.5bn to be spent over three—four years. INR1bn to be spent on an SEZ plant
in Dahej, largely to expand its technical manufacturing capabilities.

Nearly 130 formulations on industry levels are being made from the proposed ban of
27 molecules. The contribution of these molecules to total industry is roughly 25% of
the aggregate market size.

ASIAMONEY
BROKERS POLL

— 2020 —
A,

for the Edelweiss
experience!

@ Edelweiss

Ideas create, values protect

EDELWEISS RATINGS

Absolute Rating NOT RATED

MARKET DATA (R: ISIL.BO, B: INST IN)

CMP 1 INR 447
Target Price : NA
52-week range (INR) 1 691 /207
Share in issue (mn) 1 20.6

M cap (INR bn/USD mn) 1 9/122

Avg. Daily Vol.BSE/NSE(‘000) : 33.6

SHARE HOLDING PATTERN (%)

Current Q3FY20 Q2FY20

Promoters * 689 688 688
MF's, Fl's & BK’s 15.3 15.7 15.7
Fil's 4.4 3.9 3.9
Others 11.4 11.7 11.7
* Promoters pledged shares 8 NIL

(% of share in issue)

PRICE PERFORMANCE (%)

Sensex Stock Rt
Sensex
1 month 4.8 15.5 10.7
3 months 23.5 51.1 27.6
12 months (12.0) (30.8) (18.8)

Rohan Gupta
+91 22 4040 7416
rohan.gupta@edelweissfin.com

Nihal Mahesh Jham
+91 22 6623 3352
nihal.jham@edelweissfin.com

Bharat Gupta

+91 22 6620 3320
bharat.gupta@edelweissfin.com

July 1, 2020
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Financial Statements (Consolidated)

Insecticide India

Income statement (INRmn) Balance sheet (INR mn)
Year to March FY17 FY18 FY19 FY20 Ason 31st March FY17 FY18 FY19 FY20
Net revenues 9,942 10,733 11,919 13,632  Share capital 207 207 207 207
Raw material costs 6,699 6,942 8,226 10,093 Other Equity 4,438 5,272 6,407 7,096
Employee Benefits Expense 455 506 652 747  Total shareholders funds 4,645 5,478 6,613 7,302
Other expenses 1,674 1,806 1,185 1,233  Longterm Borrowings 154 83 13 19
Total expenses 8,828 9,254 10,063 12,074  Shortterm Borrowings 2,212 1,061 2,952 1,835
EBITDA 1,114 1,478 1,856 1,559  Total Borrowings 2,366 1,144 2,965 1,854
Depreciation & amortization 160 170 197 241  LongTerm Liabilities & Prov. 175 259 7 28
EBIT 954 1,308 1,659 1,318 Deferred Tax Liability (net) 89 188 179 187
Less: Interest Expense 202 159 152 239  Sourcesoffunds 7,276 7,069 9,765 9,371
Add: Other income 68 32 7 26  Gross Block 1,968 2,601 2,872 3,082
Add: Exceptional items 0 0 0 o Capital workin progress 569 127 127 329
Profit Before Tax 819 1,176 1,514 1,105 Intangible Assets 45 73 93 111
Less: Provision for Tax 226 341 306 244  Total Fixed Assets 2,428 2,484 2,592 2,781
Less: Minority Interest 0 0 0 o Noncurrentinvestments 110 165 118 104
Add: Share of profit from assoc. 3 3 0 0 Cash&bankbalances 92 201 92 742
Reported Profit 593 834 1,208 860 Inventories 4,258 4,073 7,051 5,193
Less: Excep. Items (Net of Tax) 0 0 0 0 SundryDebtors 2,116 2,348 2,442 3,198
Adjusted Profit 593 834 1,208 860 Loans & Advances 885 934 183 183
No. of Shares outstanding (mn) 21 21 21 21  OtherCurrent Assets 65 51 1,070 730
Adjusted Basic EPS 29 40 58 42  Total Current Assets (Ex Cash) 7,324 7,406 10,746 9,303
No. of dil. shares outstand. (mn) 21 21 21 21 Trade payable 1,987 2,434 2,799 2,466
Adjusted Diluted EPS 29 40 58 42  OtherCurrent Liab. & ST Prov. 691 753 986 1,093
Adjusted Cash EPS 36 49 68 53  Total Current Liab. & Provisions 2,678 3,187 3,784 3,558
Dividend per share 0 2 2 2  NetCurrentAssets (ex cash) 4,646 4,219 6,962 5,745
Dividend Payout Ratio (%) 0% 5% 3% 5% Uses of funds 7,276 7,069 9,765 9,371

Book value pershare (BV) (INR) 225 265 320 353
Common size metrics-as % of revenues
Year to March FY17  FY18  Fy19  Fy2o _Freecashflow
Materials costs 67.4 64.7 69.0 74.0 _YeartoMarch Fyiz  FY18 FY19  FY20
Staffcosts 4.6 4.7 5.5 5.5 Reported Profit 593 834 1,208 860
SG & Aexpenses 16.8 16.8 9.9 9.0 Add:Depreciation 160 170 197 241
Depreciation 1.6 1.6 1.7 1.8 Interest (Net of Tax) 147 113 121 186
Interest Expense 2.0 1.5 1.3 1.8 Others (1,679) 1,535 (5,778) 2,282
EBITDA margins 11.2 13.8 15.6 11.4 Less:ChangesinWC (989) 580 (2,920) 1,151
Net Profit margins 6.0 7.8 10.1 6.3 Operatingcashflow 211 2,073  (1,331) 2,419

Less: Capex 144 282 379 290
Growth metrics (%) Free cash flow 67 1,791  (1,710) 2,129
Year to March FY17 FY18 FY19 FY20
Revenues 0.6 8.0 11.1 14.4
EBITDA 21.0 32.7 25.6 (16.0)
PBT 62.8 435 28.8 (27.1)
Adjusted Profit 50.0 40.6 44.8 (28.8)
EPS 50.0 40.6 44.8 (28.8)

:



Midcap Agri

Cash flow statement

Operating ratios

Year to March

FY17 FY18 FY19 FY20 Year to March FY17 FY18 FY19 FY20
Operating cash flow 211 2,073  (1,331) 2,419 Total asset turnover(x) 4.5 4.7 4.4 4.6
Investments cashflow (132) (256) (490) (241) Fixed asset turnover(x) 3.3 3.8 4.5 4.7
Financing cash flow 301 (1,270) 1,715  (1,590) Equity turnover(x) 2.3 2.1 2.0 2.0
Net cash Flow 379 546 (106) 588
Capex (144) (282) (379) (290) Valuation parameters
Year to March FY17 FY18 FY19 FY20
Profitability & liquidity ratios Adjusted Diluted EPS (INR) 28.7 40.4 58.5 41.6
Year to March FY17 FY18 FY19 FY20 Y-o-Y growth (%) 50.0 40.6 44.8 (28.8)
ROAE (%) 13.6 16.5 20.0 12.4  Adjusted Cash EPS(INR) 36.5 48.6 68.0 53.3
ROACE (%) 15.5 19.7 20.6 14.3  Diluted P/E (x) 15.3 10.9 7.5 10.6
Debtors Days 77 76 73 76  Price/BV(x) 2.0 1.7 1.4 1.2
Payble Days 112 116 116 95  EV/Sales (x) 1.1 0.9 1.0 0.7
Cash conversion cycle (days) 177 179 204 202  EV/EBITDA(x) 10.2 6.8 6.4 6.5
Current Ratio 2.8 2.4 1.4 1.3  Dividendyield (%) - 0.5 0.5 0.5
Gross Debt/EBITDA 2.1 0.8 0.0 0.0
Gross Debt/Equity 0.5 0.2 0.4 0.3
Net Debt/Equity 0.5 0.2 0.4 0.2
Interest Coverage Ratio 4.7 8.2 10.9 5.5
:
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e Neogen is a specialty chemicals player dealing in bromine derivatives and lithium

products. The company’s products are mainly used in agrochemicals/pharmaceuticals.
Inorganic products are used in engineering and specialty cooling.

Product mix: Almost 50% of revenue comes from bromine-based products, 30% from
advance intermediates, and 20% from inorganic lithium-based products.

Globally, bromine has a very limited number of players. Only ten companies are known
for bromine-based chemistry. Globally, 0.5mn tonnes of bromine is produced, out of
which 50,000 is used in specialty chemicals. The rest is used as bulk.

Client concentration: The company has technologies for more than 200 molecules, out
of which 100 are produced and supplied to 300 customers. No customer contributes
more than 15% to revenue. Three-fourths of revenue comes from customers with
whom the company has had more than five years of relationship.

Exports: Over time, exports have increased significantly, mainly because the cost of
manufacturing in India is lower than Europe. But it is on a par with China. The company
is witnessing increased order enquiries lately, with innovators keen on reducing their
dependence on China.

Prices of bromine products vary from USD7 to USD13 while advance intermediate
products are priced in a range of USD25-100. Advance intermediates are largely
procured for consumption by APl manufacturing companies.

Working capital: Historically, the company’s cash conversion cycle has been in a range
of 100-110 days. The preference continues to be growth.

Absolute Rating NOT RATED
MARKET DATA (R: NA.BO, B: NEOGEN IN)
CMP : INR 480
Target Price : NA
52-week range (INR) : 555 /301
Share in issue (mn) 1233

M cap (INR bn/USD mn) 1 11/148
Avg. Daily Vol.BSE/NSE(‘000) : 46.0

SHARE HOLDING PATTERN (%)

Current Q3FY20 Q2FY20

Promoters * 700 700  70.0
MF's, FI's & BK's  17.1 17.9 17.9
Fll's 0.6 0.4 0.4
Others 12.3 11.7 11.7
* Promoters pledged shares 8 NIL
(% of share in issue)
PRICE PERFORMANCE (%)
Sensex Stock Rt
Sensex
1 month 4.8 2.0 (2.8)
3 months 23.5 43.1 19.6
12 months (12.0) 33.2 45.3

Rohan Gupta
+91 22 4040 7416
rohan.gupta@edelweissfin.com

Bharat Gupta

+91 22 6620 3320
bharat.gupta@edelweissfin.com

July 1, 2020
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Financial Statements (Consolidated)

Neogen Chemicals

Income statement (INRmn) Balance sheet (INR mn)
Year to March FY17 FY18 FY19 FY20 Ason 31st March FY17 FY18 FY19 FY20
Net revenues 1,101 1,612 2,391 3,061 Share capital 200 200 201 233
Raw material costs 691 1,010 1,407 1,841 Other Equity 220 304 501 1,329
Employee Benefits Expense 54 87 112 172  Total shareholders funds 420 504 702 1,562
Other expenses 155 224 438 467 Longterm Borrowings 368 385 506 304
Total expenses 901 1,322 1,956 2,481  Shortterm Borrowings 323 437 652 1,019
EBITDA 200 290 434 581 Total Borrowings 690 822 1,158 1,323
Depreciation & amortization 13 19 28 52  LongTerm Liabilities & Prov. 34 39 40 128
EBIT 187 271 406 528 Deferred Tax Liability (net) 37 40 49 56
Less: Interest Expense 75 104 119 119 Sourcesoffunds 1,180 1,406 1,949 3,069
Add: Otherincome 3 7 5 1  Gross Block 598 688 874 0
Add: Exceptional items 0 0 0 0 Capital workin progress 13 14 4 27
Profit Before Tax 115 174 292 410 Intangible Assets 0 0 0 0
Less: Provision for Tax 38 64 33 124  Total Fixed Assets 576 684 832 1,132
Less: Minority Interest 0 0 0 0 Noncurrentinvestments 5 4 5 6
Add: Share of profit from assoc. 0 0 1 1 Cash&bankbalances 31 18 20 15
Reported Profit 77 110 209 287 Inventories 400 500 724 1,299
Less: Excep. Items (Net of Tax) 0 0 0 0 SundryDebtors 322 414 607 752
Adjusted Profit 77 110 209 287 Loans & Advances 100 156 252 344
No. of Shares outstanding (mn) 20 20 20 23 Other Current Assets 90 28 24 0
Adjusted Basic EPS 3.8 55 10.4 12.3 Total Current Assets (Ex Cash) 912 1,097 1,607 2,395
No. of dil. shares outstand. (mn) 20 20 20 23  Trade payable 310 367 428 359
Adjusted Diluted EPS 4 5 10 12  Other Current Liab. & ST Prov. 33 32 88 121
Adjusted Cash EPS 4 6 12 15  Total Current Liab. & Provisions 343 399 516 479
Dividend per share 0 0 0 0 Net Current Assets (ex cash) 569 699 1,091 1,916
Dividend Payout Ratio (%) 0% 0% 0% 0% Usesoffunds 1,180 1,406 1,949 3,069
Book value pershare (BV) (INR) 21 25 35 67
Common size metrics-as % of revenues
Year to March FY17  FY18  FY19  Fy20 Freecashflow
Materials costs 62.8 62.7 58.9 60.1 _YeartoMarch Fy1i7 Fy1i8 FY19 FY20
Staff costs 4.9 5.4 4.7 5.6 Reported Profit 77 110 209 287
SG & Aexpenses 14.1 13.9 18.3 15.3  Add:Depreciation 13 19 28 52
Depreciation 1.9 1.1 19 1.7 Interest(NetofTax) 50 66 85 83
Interest Expense 6.8 6.5 5.0 3.9 Others l 59 505 715
EBITDA margins 18.2 18.0 18.2 19.0 Less:Changesin WC 149 134 865 1,483
Net Profit margins 7.0 6.8 8.8 9.4 Operatingcash flow 2 118 (37) (345)
Less: Capex 327 139 184 263
Growth metrics (%) Free cash flow (325) (20) (221) (609)
Year to March FY17 FY18 FY19 FY20
Revenues 9.7 46.4 48.3 28.1
EBITDA 41.7 45.0 49.8 33.7
PBT 35.2 51.6 67.7 40.6
Adjusted Profit 48.3 429 90.8 36.8
EPS 48.3 42.9 90.0 17.7
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Cash flow statement

Operating ratios

Year to March

FY17 FY18

FY19 FY20 Year to March FY17 FY18 FY19 FY20
Operating cash flow 2 118 (37) (345) Total asset turnover(x) 1.26 1.25 1.43 1.22
Investments cashflow (329) (127) (201) (286) Fixed asset turnover(x) 2.8 2.5 3.1 3.1
Financing cash flow 333 4) 240 626  Equity turnover(x) 3.2 3.5 4.0 2.7
Net cash Flow 6 (13) 2 (5)
Capex (327) (139) (184) (263) Valuation parameters

Year to March FY17 FY18 FY19 FY20
Profitability & liquidity ratios Adjusted Diluted EPS (INR) 3.8 5.5 10.4 12.3
Year to March FY17 FY18 FY19 FY20  Y-o-Ygrowth (%) 48.3 42.9 90.0 17.7
ROAE (%) 22.1 23.8 34.7 25.3  Adjusted Cash EPS (INR) 4.5 6.4 11.8 14.5
ROACE (%) 23.0 22.8 25.8 22.3 Diluted P/E (x) 124.7 87.2 45.9 39.0
Debtors Days 80 83 78 81  Price/BV (x) 22.8 19.0 13.7 7.2
Payble Days 139 122 103 78 EV/Sales (x) 8.3 5.6 3.7 33
Cash conversion cycle (days) 130 124 134 204  EV/EBITDA(x) 459 31.4 20.5 17.2
Current Ratio 1.2 1.2 1.1 0.9
Gross Debt/EBITDA 0.2 0.1 0.1 0.2
Gross Debt/Equity 0.1 0.1 0.1 0.1
Net Debt/Equity 1.6 1.6 1.6 0.8
Interest Coverage Ratio 2.5 2.6 3.4 4.4
:
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Key takeaways

Absolute Rating HOLD

India Midcaps

e Domestic business: Monsoon has been good and early. A sharp improvement in
X R i Investment Characteristics None
sowing corroborates that. However, labour availability continues to be a challenge.

Some of the companies are struggling with regard to freight and manpower

movement for brand promotions/connect with distributors. MARKET DATA (R: RALLBO, B: RALIIN)

e  Crop shifts have been happening. Paddy moved to cotton in northern India due to CMP : INR 269
labour situation and crop prices. Target Price : INR 283
52-week range (INR) . 279/125

e Product ban: An extension of 45 days subsequent to earlier 45 days. The industry view
Share in issue (mn) : 1945

M cap (INR bn/USD mn) 1 52/750
Avg. Daily Vol. BSE/NSE (‘000) : 330.9

is that the government might resort to further consultations before making any
further decisions. The banned products constitute 25% of the domestic industry.

e International business: Positive sentiment in global markets as well. The company has
INR500mn worth of consignments waiting to be dispatched. No cancellation have SHARE HOLDING PATTERN (%)

taken place, orders have got deferred. Pressure on dispatches is expected to ease in Current Q3FY20 Q2FY20

Q2FY21. Promoters * 50.1 50.1 50.1
e Raw material:__China accounts for nearly 50% of the raw material procurement. MF's, FI's & Bks ~ 19.3 fE 184
Though aupply from China has resumed, there are issues at ports with regard to Fil's 4.9 4.4 ae
Chinese imports. Clearance from cargo is taking time and this may have implications ~ Others 257 Al 28

* Promoters pledged shares : NIL

for the agrochemicals and pharmaceuticals industries. (% of share in issue)

e  Capex: Investing in expanding product categories. Last year, metribuzin capacity was

enhanced. Commissioning new formulation at Dahej over FY21. Synthesis of off- PRICE PERFORMANCE (%)

patent molecules, the company will build capacity for that (commissioning in FY22). BSE Midcap . . Stockover
Index Index
Investment conclusion 1month  (2.0) 32 5.3
3 months (24.4) (6.1) 18.3

Overhang of metribuzin inventory across US markets along with demand issues for

CRAMS products is likely to keep Rallis’s export business under pressure. Though 12 months  (24.6) 36.2 60.8
domestic business is expected to do well given the expectation of normal monsoon,
labour-related concerns across facilities could hit production level. We maintain
‘HOLD’ with a TP of INR283 (22x FY22E EPS).
Financials Rohan Gupta
+91 22 4040 7416

Year to March FY19 FY20 FY21E FY22E rohan.gupta@edelweissfin.com
Revenues (INR mn) 19,840 22,518 24,811 28,376 .
EBITDA (INR mn) 2,409 2,593 3,119 3,774 ~ \inalMahesh Jham
Adjusted Profit (INR mn) 1,548 1,722 2,068 2,506 nihal.jham@edelweissfin.com
Adjusted Diluted EPS (INR) 8.0 8.9 10.6 12.9

. Bharat Gupta
Diluted P/E (x) 33.8 304 253 209 .91 66903320
EV/EBITDA (x) 21.4 19.1 16.0 13.2 bharat.gupta@edelweissfin.com
ROACE (%) 17.6 16.4 18.3 20.1
ROAE (%) 12.5 12.8 14.0 15.5 July 1, 2020
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Financial Statements

Key Assumptions

Year to March FY19 FY20 FY21E FY22E
Macro

GDP(Y-0-Y %) 6.1 4.8 3.0 6.0
Inflation (Avg) 3.4 4.3 4.0 4.0
Repo rate (exit rate) 6.3 4.4 3.0 4.0
USD/INR (Avg) 70.0 70.7 75.0 73.0
Company

Raw Material (% net rev) 59.1 61.7 60.6 59.6
Domestic rev. growth (%) (2.7) 15.0 10.0 12.0
Export rev growth (%) 35.7 10.3 15.0 20.0
Seeds revenue growth (%) 6.8 17.3 3.0 10.0
Org. manure rev grw. (%) 6.2 8.0 10.0 15.0
Other exp (% net rev) 19.7 17.9 18.3 18.1
Int (% of avg G.debt) 11.8 9.3 10.0 9.5
Employee cost (% of rev) 9.1 8.9 8.5 9.0
Capex (INR mn) (465) (620)  (1,000)  (2,000)
Net borrowings (INR mn) (825) (2,853) (2,384) (2,485)
Debtor days 78 73 75 77
Inventory days 194 180 185 190
Payable days 165 154 169 172
Cash conversion cycle 107 99 92 94
Dep. (% gross block) 9.0 10.6 11.0 11.0
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Income statement (INR mn)
Year to March FY19 FY20 FY21E FY22E
Net revenue 19,840 22,518 24,811 28,376
Materials costs 11,715 13,900 15,041 16,908
Gross profit 8,124 8,618 9,770 11,469
Employee costs 1,806 2,001 2,109 2,554
Other Expenses 3,908 4,024 4,542 5,141
Operating expenses 5,715 6,025 6,651 7,695
Total operating expenses 17,430 19,925 21,692 24,602
EBITDA 2,409 2,593 3,119 3,774
Depreciation 461 615 692 829
EBIT 1,949 1,978 2,427 2,945
Less: Interest Expense 53 61 70 78
Add: Other income 306.5 3433  400.00 475.00
Profit Before Tax 2,203 2,260 2,757 3,342
Less: Provision for Tax 655 538 689 835
Less: Minority Interest 6 - - -
Reported Profit 1,542 1,722 2,068 2,506
Adjusted Profit 1,548 1,722 2,068 2,506
Shares o /s (mn) 195 195 195 195
Adjusted Basic EPS 8.0 8.9 10.6 12.9
Diluted shares o/s (mn) 195 195 195 195
Adjusted Diluted EPS 8.0 8.9 10.6 12.9
Adjusted Cash EPS 10.3 12.0 14.2 17.1
Dividend per share (DPS) 4.2 4.2 4.2 4.2
Dividend Payout Ratio(%) 52.9 47.4 39.5 32.6
Common size metrics

Year to March FY19 FY20 FY21E FY22E
Gross margin 40.9 38.3 394 40.4
Operating expenses 28.8 26.8 26.8 27.1
Interest Expense 0.3 0.3 0.3 0.3
EBITDA margins 121 11.5 12.6 133
EBIT margins 9.8 8.8 9.8 104
Net Profit margins 7.8 7.6 8.3 8.8
Growth ratios (%)

Year to March FY19 FY20 FY21E FY22E
Revenues 10.8 13.5 10.2 14.4
EBITDA (9.7) 7.6 20.3 21.0
Adjusted Profit (7.3) 11.3 20.1 21.2
EPS (7.3) 11.3 20.1 21.2

Edelweiss Securities Limited



Rallis India

Balance sheet (INR mn) Cash flow metrics
As on 31st March FY19 FY20 FY21E FY22E Year to March FY19 FY20 FY21E FY22E
Share capital 195 195 195 195 Operating cash flow 801 3,368 1,020 2,523
Reserves & Surplus 12,665 13,900 15,149 16,836 Financing cash flow (515) (744) (731) (808)
Shareholders' funds 12,859 14,095 15,343 17,030 Investing cash flow (514)  (2,459) (600)  (1,525)
Minority Interest 18 7 7 7 Net cash Flow (229) 165 (311) 190
Long term borrowings 158 124 158 158 Capex (465) (620)  (1,000)  (2,000)
Short term borrowings 530 496 620 709 Dividend paid (585) (587) (819) (819)
Total Borrowings 688 620 778 867
Long Term Liabilities 284 466 466 466 Profitability and efficiency ratios
Def. Tax Liability (net) 164 285 285 285 Year to March FY19 FY20 FY21E FY22E
Sources of funds 14,014 15,472 16,879 18,655 ROAE (%) 12.5 12.8 14.0 15.5
Gross Block 5,513 6,039 6,539 8,539 ROACE (%) 17.6 16.4 18.3 20.1
Net Block 3,698 3,608 3,416 4,587 Inventory Days 194 180 185 190
Capital work in progress 129 288 788 788 ROA 11.7 11.7 12.8 14.1
Intangible Assets 2,433 2,789 2,789 2,789 Debtors Days 78 73 75 77
Total net fixed assets 6,260 6,684 6,992 8,163 Payable Days 165 154 169 172
Non current investments 93 39 93 93 Cash Conversion Cycle 107 99 92 94
Cash and Equivalents 1,512 3,473 3,162 3,352 Current Ratio 2.0 2.0 2.0 1.9
Inventories 6,736 6,992 8,273 9,299 Debt/EBITDA (x) 0.3 0.2 0.2 0.2
Sundry Debtors 4,491 4,506 5,707 6,243 Adjusted Debt/Equity 0.1 - 0.1 0.1
Loans & Advances 77 91 91 91 Net Debt/Equity (0.1) (0.2) (0.2) (0.1)
Other Current Assets 2,458 2,700 2,812 2,990 LT debt /Cap empl. (%) 1.1 0.8 0.9 0.8
Current Assets (ex cash) 13,761 14,288 16,881 18,622 Debt / Cap employed (%) 4.9 4.0 4.6 4.6
Trade payable 5,348 6,373 7,520 8,454
Other Current Liab 2,264 2,639 2,729 3,121 Operating ratios
Total Current Liab 7,613 9,013 10,250 11,575 Year to March FY19 FY20 FY21E FY22E
Net Curr Assets-ex cash 6,149 5,275 6,632 7,047 Total Asset Turnover 1.5 1.5 1.5 1.6
Uses of funds 14,014 15,472 16,879 18,655 Fixed Asset Turnover 3.3 3.6 3.9 4.2
BVPS (INR) 66.1 72.5 78.9 87.6 Equity Turnover 1.6 1.7 1.7 1.8
Free cash flow (INR mn) Valuation parameters
Year to March FY19 FY20 FY21E FY22E Year to March FY19 FY20 FY21E FY22E
Reported Profit 1,542 1,722 2,068 2,506 Adj. Diluted EPS (INR) 8.0 8.9 10.6 12.9
Add: Depreciation 461 615 692 829 Y-o0-Y growth (%) (7.3) 11.3 20.1 21.2
Interest (Net of Tax) 35 41 47 52 Adjusted Cash EPS (INR) 10.3 12.0 14.2 17.1
Others (5) 22 (377) (449) Diluted P/E (x) 33.8 30.4 253 20.9
Less: Changes in WC 1,232 (969) 1,410 416 P/B (x) 4.1 3.7 3.4 3.1
Operating cash flow 801 3,368 1,020 2,523 EV / Sales (x) 2.6 2.2 2.0 1.8
Less: Capex 465 620 1,000 2,000 EV / EBITDA (x) 21.4 19.1 16.0 13.2
Free Cash Flow 335 2,749 20 523 Dividend Yield (%) 1.6 1.6 1.6 1.6
:
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Global business less affected by Covid-19 6(: E d e | we | SS

India Equity Research| Midcap Agri Ideas create, values protect

Key takeaways

Absolute Rating BUY
e  Covid-19: The company has not been adversely affected by the Covid-19 lockdowns as Investment Characteristics  Growth
majority of its operations are outside India and most countries outside unlocked much

quicker. Hence, seeing strong traction in Q1FY21 as well.

. . . . T . MARKET DATA (R: SHCR BO, B: SHCR IN)
e Raw material supply: There has been no disruption in availability of raw materials

. . . . . CMP : INR 276
from China and most suppliers there were up and running immediately after the
. Target Price : INR 280
Chinese New Year break.
52-week range (INR) 1 346 /99
e NAFTA: The company has been impacted due to the ongoing US-China trade war with Share in issue (mn) . 90.2
the US imposing stringent import duties on agro-chemicals from China. However, the M cap (INR bn/USD mn) . 25/675
company has it passed through to to farmers there. Avg. Daily Vol. BSE/NSE (‘000) : 27.7

e  Volume growth: Given the company’s product profile, the spring season is the best for

the company, and they had adequately stocked up inventory before China shut down SHARE HOLDING PATTERN (%)

in February for its New Year. That helped the company record good volumes across Current Q3FY20 Q2FY20
geographies. Promoters * 74.8 74.8 74.8
MF's, FI's & BKs  17.0 16.9 16.7

e  Locust attack: While India and Pak have been severely impacted by locust attacks, the
company hasn’t seen any major pest attack globally; hence, there hasn’t been a spike
in demand for insecticides or fungicides.

Fll's 4.9 5.1 5.4

Others 33 3.2 3.1
* Promoters pledged shares : NIL

. L. . . (% of share in issue)
e  Logistics: Though there were some issues during the lockdown across the globe, the

company is not witnessing any logistical challenges at present. PRICE PERFORMANCE (%)

BSE Midcap Stock Stock over

Investment conclusion Index Index
While SCC has been facing pressure on margins for the past few quarters, we believe it il memih (2.0) 0.7 2.7
would ease going forward as the company is focusing on garnering new registrations across 3 months (24.4) (32.6) (8.2)
high-margin markets. Given an uptick in global agri-demand, we have aligned our target 12 months  (24.6)  (60.0) (35.4)
multiple to 14x (in line with its five-year average). Maintain ‘BUY’ with a TP of INR280 (14x
FY22E EPS).
Rohan Gupta
. . +91 22 4040 7416
Financials rohan.gupta@edelweissfin.com
Year to March FY19 FY20 FY21E FY22E ]
Revenues (INR mn) 19,976 20,030 22,128 24,827 N\inal Mahesh Jham
EBITDA (INR mn) 3,266 2,970 3,386 3,923 nihal.jham@edelweissfin.com
Adjusted Profit (INR mn) 1,763 1,647 1,617 1,802
. i Bharat Gupta
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Financial Statements

Key Assumptions

Sharda Cropchem

Year to March FY19 FY20 FY21E FY22E
Macro

GDP(Y-0-Y %) 6.8 5.0 5.8 6.5
Inflation (Avg) 3.4 4.3 4.8 5.0
Repo rate (exit rate) 6.3 5.2 4.5 5.0
USD/INR (Avg) 70.0 71.5 71.0 70.0
Company

Raw Material (% net rev) 69.5 69.3 69.0 69.0
Other exp (% net rev) 12.5 14.1 13.8 13.3
Employee cost (% of rev) 1.7 1.7 1.9 1.9
Tax rate as % of PBT 25.0 10.9 25.0 25.0
Capex (INR mn) (1,430) (1,899) (2,012) (2,000)
Net borrowings (INR mn) (3,355) (2,689) (2,905) (3,462)
Debtor days 156 164 172 170
Inventory days 118 98 96 95
Payable days 167 174 170 165
Cash conversion cycle 106 88 98 99
Dep. (% gross block) 20.5 19.8 18.9 18.6
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Income statement (INR mn)
Year to March FY19 FY20 FY21E FY22E
Net revenue 19,976 20,030 22,128 24,827
Materials costs 13,873 13,888 15,268 17,131
Gross profit 6,102 6,143 6,860 7,696
Employee costs 335 349 420 472
Other Expenses 2,501 2,824 3,054 3,302
Operating expenses 2,836 3,173 3,474 3,774
Total operating expenses 16,709 17,060 18,743 20,904
EBITDA 3,266 2,970 3,386 3,923
Depreciation 994 1,371 1,670 2,010
EBIT 2,273 1,599 1,715 1,912
Less: Interest Expense 84 19 10 10
Add: Other income 161.63 269.32  450.00 500.00
Profit Before Tax 2,350 1,849 2,155 2,402
Less: Provision for Tax 587 202 539 601
Reported Profit 1,763 1,647 1,617 1,802
Adjusted Profit 1,763 1,647 1,617 1,802
Shares o /s (mn) 90 90 90 90
Adjusted Basic EPS 19.5 18.3 17.9 20.0
Diluted shares o/s (mn) 90 90 90 90
Adjusted Diluted EPS 19.5 18.3 17.9 20.0
Adjusted Cash EPS 30.6 335 36.4 42.3
Dividend per share (DPS) 4.0 4.0 4.0 4.0
Dividend Payout Ratio(%) 24.6 26.4 26.9 24.1
Common size metrics

Year to March FY19 FY20 FY21E FY22E
Gross margin 30.5 30.7 31.0 31.0
Operating expenses 14.2 15.8 15.7 15.2
Interest Expense 0.4 0.1 - -
EBITDA margins 16.4 14.8 15.3 15.8
EBIT margins 11.4 8.0 7.8 7.7
Net Profit margins 8.8 8.2 7.3 7.3
Growth ratios (%)

Year to March FY19 FY20 FY21E FY22E
Revenues 17.0 0.3 10.5 12.2
EBITDA (5.4) (9.1) 14.0 15.9
Adjusted Profit (7.6) (6.6) (1.8) 11.5
EPS (7.6) (6.6) (1.8) 11.5
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Balance sheet (INR mn) Cash flow metrics

As on 31st March FY19 FY20 FY21E FY22E Year to March FY19 FY20 FY21E FY22E
Share capital 902 902 902 902 Operating cash flow 5,563 1,463 2,665 2,992
Reserves & Surplus 11,850 13,126 14,308 15,675 Financing cash flow (2,155) (597) (438) (435)
Shareholders' funds 12,752 14,028 15,210 16,577 Investing cash flow (3,598) (678)  (2,012)  (2,000)
Minority Interest 2 3 - - Net cash Flow (191) 188 215 557
Long term borrowings 1 1 - - Capex (1,430) (1,899) (2,012) (2,000)
Total Borrowings 1 1 - - Dividend paid (361) (541) (435) (435)
Def. Tax Liability (net) 855 855 855 855

Sources of funds 13,661 14,937 16,116 17,483  Profitability and efficiency ratios

Gross Block 6,025 7,825 9,825 11,825 Year to March FY19 FY20 FY21E FY22E
Accumulated depreciation 2,447 3,818 5,488 7,498 ROAE (%) 14.6 12.3 111 11.3
Tangible assets 135 278 278 278 ROACE (%) 18.9 13.9 14.8 15.2
Intangible Assets 3,582 4,012 4,341 4,331 Inventory Days 118 98 96 95
CWIP (incl. intangible) 2,198 1,614 1,500 1,500 ROA 12.9 11.0 10.0 10.3
Total net fixed assets 5,915 5,904 6,120 6,109 Debtors Days 156 164 172 170
Cash and Equivalents 3,356 2,690 2,905 3,462 Payable Days 167 174 170 165
Inventories 3,649 3,822 4,183 4,693 Cash Conversion Cycle 106 88 98 99
Sundry Debtors 8,114 9,894 10,913 12,243 Current Ratio 2.0 2.1 2.1 2.1
Loans & Advances - - - - Debt/EBITDA (x) - - - -
Other Current Assets 944 1,250 1,300 1,350 Debt/Equity (x) - - - -
Current Assets (ex cash) 12,707 14,966 16,396 18,287 Adjusted Debt/Equity - - - -
Trade payable 6,362 6,867 7,320 8,213

Other Current Liab 1,868 1,629 1,984 2,162 Operating ratios

Total Current Liab 8,231 8,496 9,304 10,375 Year to March FY19 FY20 FY21E FY22E
Net Curr Assets-ex cash 4,477 6,470 7,091 7,911 Total Asset Turnover 1.5 1.4 1.4 1.5
Uses of funds 13,661 14,937 16,116 17,483 Fixed Asset Turnover 6.7 5.0 5.0 5.4
BVPS (INR) 141.3 155.5 168.6 183.7 Equity Turnover 1.7 1.5 1.5 1.6
Free cash flow (INR mn) Valuation parameters

Year to March FY19 FY20 FY21E FY22E Year to March FY19 FY20 FY21E FY22E
Reported Profit 1,763 1,647 1,617 1,802 Adj. Diluted EPS (INR) 19.5 18.3 17.9 20.0
Add: Depreciation 994 1,371 1,670 2,010 Y-0-Y growth (%) (7.6) (6.6) (1.8) 11.5
Others 63 14 8 8 Adjusted Cash EPS (INR) 30.6 335 36.4 42.3
Gross cash flow 3,042 3,162 3,287 3,812 Diluted P/E (x) 14.1 15.1 15.4 13.8
Less: Changes in WC (2,522) 1,699 621 820 P/B (x) 2.0 1.8 1.6 1.5
Operating cash flow 5,563 1,463 2,665 2,992 EV / Sales (x) 1.1 1.1 1.0 0.9
Less: Capex 1,430 1,899 2,012 2,000 EV / EBITDA (x) 6.6 7.5 6.5 5.5
Free Cash Flow 4,133 (436) 653 992 Dividend Yield (%) 14 14 14 1.4
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Key takeaways

Absolute Rating BUY
e Industry: Weather conditions are good this year. There is a shift in crops. Sugarcane Investment Characteristics  Growth
and cotton are seeing a fall in demand.

e  LATAM: The season starts in September. Generally, pre-buying begins in June, but the

. . L . MARKET DATA (R: UPLL.BO, B: UPLL IN)
company did not see such a phenomenon this year. Farmers/distributors are planning

- . . . . . CMP : INR 447

to purchase closer to season. This is driven by the fluctuations in prices and volatile

Target Price : INR597
currency.

52-week range (INR) . 709 /240

e  Europe: It's a challenging landscape. Mancozeb also kept under the watch list by the Share in issue (mn) . 763.9

registration committee in Europe. A palpable shift is taking place towards bio-solution M cap (INR bn/USD mn) . 341/5,784
products. Arysta has a good product basket in bio-solutions. Avg. Daily Vol. BSE/NSE (‘000) : 3,503.6

e Product ban: Of the 27 products banned, 24 are still in use in OECD. At the most, one

or two products would be banned. Besides, for UPL, domestic mancozeb sales are very SHARE HOLDING PATTERN (%)

low at just 6,000-7,000 MT out of total sales of 70,000—-80,000MT. Current Q3FY20 Q2FY20
bt & Cash:_All the cash is liquid, and not k k Fromoterst 279 278 279
o Debt & Cash: All the cash is liquid, and not kept as current investments. It is kept
. T . q P P MF's, FI's & BKs 12.6 11.4 10.9
outside India, mainly in USD.
Fil's 41.9 435 43.8
e  Glyphosate: Glyphosate has been banned for home-use, not in general. Glyphosate is Others 17.6 17.2 17.4
a great molecule, it has lost efficacy on 180 weeds but still works well on others. * Promoters pledged shares g NIL

(% of share in issue)

e Raw materials: The company is looking to reduce dependence on China. Alternative

suppliers are present in India and other geographies. (percentage of RM imports from PRICE PERFORMANCE (%)
China: 20-25% at present versus 40% two—three years ago). BSE Midcap S Stock over
Index o¢ Index
Investment conclusion 1 month (2.0) 9.0 11.1
We are keeping FY21/22 estimates and the target multiple at 8.5x FY22E EV/EBITDA > Months  (244)  (309)  (6.4)
unchanged as the company’s performance is on track with only a limited dent from the 12months  (24.6)  (44.2) (19.6)
COVID-19 dislocation. Retain ‘BUY’ with a TP of INR597, valuing it at 8.5x FY22E
EV/EBITDA.
Rohan Gupta
Financials +91 22 4040 7416
rohan.gupta@edelweissfin.com
Year to March FY19 FY20 FY21E FY22E
Revenues (INR mn) 218,370 357,560 382,429 407,384 1“;'1‘3'2':';2';‘3353"5;"3'“
EBITDA (INR mn) 38,130 67,730 81,662 90,847 nihal.jham@edelweissfin.com
Adjusted Profit (INR mn) 15,538 22,744 32,118 38,666 Sharat &
. . arat Gupta
Adjusted Diluted EPS (INR) 30.5 29.8 42.0 50.6 19122 6620 3320
EPS growth (%) (25.0) (2.3) 41.2 20.4 bharat.gupta@edelweissfin.com
Diluted P/E (x) 14.6 14.9 10.6 8.8
ROAE (%) 12.0 13.1 15.0 15.7 July 1, 2020
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Financial Statements

Key Assumptions

Year to March FY19  FY20 FY21E FY22E
Macro

GDP(Y-0-Y %) 6.1 4.8 - 6.0
Inflation (Avg) 3.4 4.3 3.5 4.0
Repo rate (exit rate) 6.3 4.4 3.0 4.0
USD/INR (Avg) 70.0 70.7 75.0 73.0
Company

N. America rev growth(%) 6.8 13.4 3.0 3.0
Europe rev growth (%) 7.3 (6.5) - 4.0
RoW revenue growth (%) 6.0 12.3 3.0 3.0
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Income statement (INR mn)
Year to March FY19 FY20 FY21E FY22E
Income from operations 218,370 357,560 382,429 407,384
Materials costs 109,040 187,430 195,039 207,766
Employee costs 20,950 33,910 37,301 41,031
Other Expenses 50,250 68,490 68,428 67,740
Total operating expenses 180,240 289,830 300,768 316,537
EBITDA 38,130 67,730 81,662 90,847
Depreciation 8,800 20,120 23,357 25,818
EBIT 29,330 47,610 58,304 65,030
Less: Interest Expense 9,630 14,810 15,101 12,858
Add: Other income (580.00) 1,040.00 2,400.00 2,800.00
Profit Before Tax 19,120 33,840 45,603 54,972
Less: Provision for Tax 1,980 5,860 9,121 10,994
Less: Minority Interest 840 4,020 4,265 5,211
Associate profit share 140 30 (100) (100)
Exceptional items (4,510)  (6,230) - -
Reported Profit 11,930 17,760 32,118 38,666
Exceptional Items (3,608)  (4,984) - -
Adjusted Profit 15,538 22,744 32,118 38,666
Shares o /s (mn) 510 764 764 764
Adjusted Basic EPS 30.5 29.8 42.0 50.6
Diluted shares o/s (mn) 510 764 764 764
Adjusted Diluted EPS 30.5 29.8 42.0 50.6
Adjusted Cash EPS 47.7 56.1 72.6 84.4
Dividend per share (DPS) 8.0 8.5 8.5 8.5
Dividend Payout Ratio(%) 40.8 41.1 22.7 189
Common size metrics

Year to March FY19 FY20 FY21E FY22E
Staff costs 9.6 9.5 9.8 10.1
Cost of revenues 49.9 52.4 51.0 51.0
Operating expenses 23.0 19.2 17.9 16.6
Depreciation 4.0 5.6 6.1 6.3
Interest Expense 4.4 4.1 3.9 3.2
EBITDA margins 17.5 18.9 214 223
Net Profit margins 7.5 7.5 9.5 10.8
Growth ratios (%)

Year to March FY19 FY20 FY21E FY22E
Revenues 25.7 63.7 7.0 6.5
EBITDA 8.7 77.6 20.6 11.2
PBT (22.3) 77.0 34.8 20.5
Adjusted Profit (25.0) 46.4 41.2 20.4
EPS (25.0) (2.3) 41.2 20.4
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Balance sheet (INR mn) Cash flow metrics
As on 31st March FY19 FY20 FY21E FY22E Year to March FY19 FY20 FY21E FY22E
Share capital 1,020 1,530 1,530 1,530 Operating cash flow 23,560 87,390 49,369 72,703
Reserves & Surplus 146,130 191,290 220,480 257,166 Financing cash flow 288,940 (21,750) (53,129) (44,939)
Shareholders' funds 147,150 192,820 222,010 258,696 Investing cash flow (309,200) (26,430) (19,600) (21,200)
Minority Interest 34,540 33,120 37,385 42,596 Net cash Flow 3,300 39,210 (23,359) 6,564
Long term borrowings 263,830 273,710 238,710 208,710 Capex (315,160) (19,800) (22,000) (24,000)
Short term borrowings 24,780 12,980 12,980 12,980
Total Borrowings 288,610 286,690 251,690 221,690 Profitability and efficiency ratios
Long Term Liabilities 1,560 6,550 6,550 6,550 Year to March FY19 FY20 FY21E FY22E
Def. Tax Liability (net) 14,660 11,220 11,220 11,220  ROAE (%) 12.0 13.1 15.0 15.7
Sources of funds 486,520 530,400 528,855 540,752 ROACE (%) 9.1 9.9 11.9 13.1
Gross Block 93,040 122,470 144,470 168,470 Inventory Days 229 165 161 170
Net Block 46,650 55,960 54,603 52,785 Debtors Days 148 120 119 121
Capital work in progress 11,660 10,590 10,590 10,590 Payable Days 260 196 196 194
Intangible Assets 281,480 307,390 307,390 307,390 Cash Conversion Cycle 117 90 84 97
Total Fixed Assets 339,790 373,940 372,583 370,765 Current Ratio 7.4 6.0 5.9 6.1
Non current investments 7,060 5,580 5,580 5,580 Gross Debt/EBITDA 7.6 4.2 3.1 2.4
Cash and Equivalents 28,510 67,520 44,161 50,725 Gross Debt/Equity 1.6 1.3 1.0 0.7
Inventories 91,330 78,500 93,512 99,614 Adjusted Debt/Equity 1.6 1.3 1.0 0.7
Sundry Debtors 116,790 118,670 130,969 139,515 Interest Coverage Ratio 3.0 3.2 3.9 5.1
Loans & Advances 2,330 2,480 3,100 3,200
Other Current Assets 29,800 26,810 28,675 30,546 Operating ratios
Current Assets (ex cash) 240,250 226,460 256,255 272,874 Year to March FY19 FY20 FY21E FY22E
Trade payable 98,470 102,330 106,871 113,844 Total Asset Turnover 0.7 0.7 0.7 0.8
Other Current Liab 9,120 11,100 12,500 12,500 Fixed Asset Turnover 1.2 1.0 1.1 1.1
Total Current Liab 36,090 48,660 50,743 53,238 Equity Turnover 1.6 1.8 1.6 1.5
Net Curr Assets-ex cash 105,690 75,470 98,642 105,792
Uses of funds 486,520 530,400 528,855 540,752 Valuation parameters
BVPS (INR) 288.5 252.4 290.6 338.6 Year to March FY19 FY20 FY21E FY22E
Adj. Diluted EPS (INR) 30.5 29.8 42.0 50.6
Free cash flow (INR mn) Y-0-Y growth (%) (25.0) (2.3) 41.2 20.4
Year to March FY19 FY20 FY21E FY22E Adjusted Cash EPS (INR) 47.7 56.1 72.6 84.4
Reported Profit 11,930 17,760 32,118 38,666 Diluted P/E (x) 14.7 15.0 10.6 8.8
Add: Depreciation 6,452 9,923 10,118 8,615 P/B (x) 1.5 1.8 1.5 1.3
Others 2,018 9,087 6,948 6,755 EV / Sales (x) 2.4 1.7 1.5 1.4
Gross cash flow 20,730 37,880 55,475 64,483 EV / EBITDA (x) 13.7 8.8 7.2 6.1
Less: Changes in WC 5,640 (30,500) 23,172 7,150 Dividend Yield (%) 1.8 1.9 1.9 1.9
Operating cash flow 23,560 87,390 49,369 72,703
Less: Capex 315,160 19,800 22,000 24,000
Free Cash Flow (291,600) 67,590 27,369 48,703
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Coverage group(s) of stocks by primary analyst(s): Midcap Agri

Bayer Cropscience, Dhanuka Agritech, Jain Irrigation, PI Industries, Rallis India, Sharda Cropchem, UPL

Recent Research

Date Company Title Price (INR) Recos
25-Jun-20 AgriInputs  Set for a bumper boost;

Sector Update
25-May-20 Sharda Bazooka quarter; 225 Buy

Cropchem  Result Update

30-Apr-20  Agri lnputs  Resilient during uncertainty ;

Sector Update
Distribution of Ratings / Market Cap
Edelweiss Research Coverage Universe Rating Interpretation
Buy Hold Reduce Total Rating Expected to

Rating Distribution* 161 67 11 240 Buy appreciate more than 15% over a 12-month period
* 1stocks under review

Hold appreciate up to 15% over a 12-month period

> 50bn Between 10bn and 50 bn < 10bn

Reduce depreciate more than 5% over a 12-month period

Market Cap (INR) 156 62 11

All price charts cannot be included given the large number of companies in our coverage. Specific charts may be available upon request.
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DISCLAIMER

Edelweiss Securities Limited (“ESL” or “Research Entity”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is
licensed to carry on the business of broking, depository services and related activities. The business of ESL and its Associates (list
available on www.edelweissfin.com) are organized around five broad business groups — Credit including Housing and SME Finance,
Commodities, Financial Markets, Asset Management and Life Insurance.

This Report has been prepared by Edelweiss Securities Limited in the capacity of a Research Analyst having SEBI Registration
No.INH200000121 and distributed as per SEBI (Research Analysts) Regulations 2014. This report does not constitute an offer or
solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. Securities as defined in
clause (h) of section 2 of the Securities Contracts (Regulation) Act, 1956 includes Financial Instruments and Currency Derivatives. The
information contained herein is from publicly available data or other sources believed to be reliable. This report is provided for assistance
only and is not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of
any use made of this information. Each recipient of this report should make such investigation as it deems necessary to arrive at an
independent evaluation of an investment in Securities referred to in this document (including the merits and risks involved), and should
consult his own advisors to determine the merits and risks of such investment. The investment discussed or views expressed may not be
suitable for all investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be
reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part,
for any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of
or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to
law, regulation or which would subject ESL and associates / group companies to any registration or licensing requirements within such
jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons in whose possession this report
comes, should observe, any such restrictions. The information given in this report is as of the date of this report and there can be no
assurance that future results or events will be consistent with this information. This information is subject to change without any prior
notice. ESL reserves the right to make modifications and alterations to this statement as may be required from time to time. ESL or any of
its associates / group companies shall not be in any way responsible for any loss or damage that may arise to any person from any
inadvertent error in the information contained in this report. ESL is committed to providing independent and transparent
recommendation to its clients. Neither ESL nor any of its associates, group companies, directors, employees, agents or representatives
shall be liable for any damages whether direct, indirect, special or consequential including loss of revenue or lost profits that may arise
from or in connection with the use of the information. Our proprietary trading and investment businesses may make investment
decisions that are inconsistent with the recommendations expressed herein. Past performance is not necessarily a guide to future
performance .The disclosures of interest statements incorporated in this report are provided solely to enhance the transparency and
should not be treated as endorsement of the views expressed in the report. The information provided in these reports remains, unless
otherwise stated, the copyright of ESL. All layout, design, original artwork, concepts and other Intellectual Properties, remains the
property and copyright of ESL and may not be used in any form or for any purpose whatsoever by any party without the express written
permission of the copyright holders.

ESL shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including
network (Internet) reasons or snags in the system, break down of the system or any other equipment, server breakdown, maintenance
shutdown, breakdown of communication services or inability of the ESL to present the data. In no event shall ESL be liable for any
damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or expenses arising in
connection with the data presented by the ESL through this report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers simultaneously,
not all customers may receive this report at the same time. We will not treat recipients as customers by virtue of their receiving this
report.

ESL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to time, have
long or short positions in, and buy or sell the Securities, mentioned herein or (b) be engaged in any other transaction involving such
Securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject
company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or have other potential/material
conflict of interest with respect to any recommendation and related information and opinions at the time of publication of research
report or at the time of public appearance. ESL may have proprietary long/short position in the above mentioned scrip(s) and therefore
should be considered as interested. The views provided herein are general in nature and do not consider risk appetite or investment
objective of any particular investor; readers are requested to take independent professional advice before investing. This should not be
construed as invitation or solicitation to do business with ESL.
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ESL or its associates may have received compensation from the subject company in the past 12 months. ESL or its associates may have
managed or co-managed public offering of securities for the subject company in the past 12 months. ESL or its associates may have
received compensation for investment banking or merchant banking or brokerage services from the subject company in the past 12
months. ESL or its associates may have received any compensation for products or services other than investment banking or merchant
banking or brokerage services from the subject company in the past 12 months. ESL or its associates have not received any compensation
or other benefits from the Subject Company or third party in connection with the research report. Research analyst or his/her relative or
ESL’s associates may have financial interest in the subject company. ESL and/or its Group Companies, their Directors, affiliates and/or
employees may have interests/ positions, financial or otherwise in the Securities/Currencies and other investment products mentioned in
this report. ESL, its associates, research analyst and his/her relative may have other potential/material conflict of interest with respect to
any recommendation and related information and opinions at the time of publication of research report or at the time of public
appearance.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) exchange rates can
be volatile and are subject to large fluctuations; ( ii) the value of currencies may be affected by numerous market factors, including world
and national economic, political and regulatory events, events in equity and debt markets and changes in interest rates; and (iii)
currencies may be subject to devaluation or government imposed exchange controls which could affect the value of the currency.
Investors in securities such as ADRs and Currency Derivatives, whose values are affected by the currency of an underlying security,
effectively assume currency risk.

Research analyst has served as an officer, director or employee of subject Company: No
ESL has financial interest in the subject companies: No

ESL’s Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month
immediately preceding the date of publication of research report.

Research analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company at the end of the
month immediately preceding the date of publication of research report: No

ESL has actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the
date of publication of research report: No

Subject company may have been client during twelve months preceding the date of distribution of the research report.

There were no instances of non-compliance by ESL on any matter related to the capital markets, resulting in significant and material
disciplinary action during the last three years except that ESL had submitted an offer of settlement with Securities and Exchange
commission, USA (SEC) and the same has been accepted by SEC without admitting or denying the findings in relation to their charges of
non registration as a broker dealer.

A graph of daily closing prices of the securities is also available at www.nseindia.com

Analyst Certification:

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the
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