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Cautiously optimistic!

Pl reported strong set of numbers driven by better than expected
operating performance. It was the twin effect of increase in sales of
high margin products coupled with improvement in operating
efficiency. However, the company has toned down the guidance for
FY18 to 10% in the both domestic agchem and in the CSM segment.
The silver lining is the uptick in the CSM order book by 18-25% QoQ to
USD 1bn. Also, the company expects to sustain the margins at 23%
level.

Considering the cautious stance, we have revised our revenue
estimates downwards by 4% with a marginal increase in the earnings
factoring lower tax rate. We maintain our Accumulate rating with a
downward revision in target price to ¥ 980 from ¥ 1,001 earlier. (23x
FY19 EPS)

Management cautious on the CSM, revised down guidance

Company has revised the guidance to 10% in the domestic agri-inputs and
CSM exports. In the CSM exports the company expects the channel
inventory to easy up at the company and the distributor level in CY18, hence
there will be subdued performance in the segment however it is expected to
pick up in the H2FY18. In the domestic agri-inputs side as well management
sounded cautious with a 10% guidance despite the expectation of a normal
monsoon.

Partnership with BASF to help in launching novel molecules

Pl entered into a co-marketing arrangement with BASF to launch new
molecules in the domestic market. Pl to launch four products under this
arrangement — 3 fungicides and 1 herbicides. Which will be catering to
paddy, fruits & vegetables and maize. The partnership to help the company
in gaining access to novel molecules and to leverage its strong distribution
strength. Pl is in the process to undergo couple of more such tie ups.

Q4FY17 Result & Mn)

Particulars

Q4FY17 Q3FY17 Q4FY16 QoQ(%) YoY(%)

Net Sales

Adj Profit

Gross Margin (%) 51 50 47

NPM (%) 22 19 16

CMP 3843
Target/Upslde .............................. ?980/16%
BSESensex ........................................... 30659
NSEN|fty .................................................... 9 526
Scrip Details
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Shareholding Pattern Mar’17(%)
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Valuation (x)

FY17 FY18E FY19E
P/E 25.1 24.1 19.8
EV/EBITDA 20.7 17.5 14.2
ROE 32.8 26.7 26.4
ROCE 33.6 31.8 31.2
Estimates (X mn)

FY17 FY18E FY19E
Net Sales 23,833 26,642 31,213
EBITDA 5532 6,328 7,618
PAT 4595 4,783 5,822
EPS 33.6 35.0 42.6
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®= The domestic agri-inputs business grew by 2% to ¥ 1.96bn while the CSM
exports de-grew by 5% to ¥ 4.31bn. For the full year domestic agri-inputs
business grew by 5% to I 973mn while the CSM business grew by 11% to X
14bn.

®= Reported highest ever margins in FY17 at 23.2% and should be able to
sustain at this level considering higher share of high margin products.

Key takeaways from the earnings call

= CSM order book strong at USD 1bn which is an incremental growth of 28%
YoY led by commercialization of novel molecules in H2FY17

= Expecting commodity prices to bottom out in the next couple of quarters
coupled with easing of the channel inventory indicate revival in the global
agchem market in CY18

=  Capacity utilsaition at Jambusar at 65-70%

®= The company has guided for 20% tax rate for FY18 an uptick from the FY17
tax rate of 10% as the Jambusar facility will be going under the 50% tax
benefit from the 100% tax benefit earlier.

®  Guided capex of ¥ 2 bn for FY18 which includes setting up of 4™ line in
Jambusar for CSM exports which is expected to commercialise by FY18 end.

Exhibit 1: Order Book (USD mn)

Exhibit 2: Revenue Mix (% bn)
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Exhibit 3: Revenue Share

Source: Company, DART

Exhibit 4: Margin performance
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Income Statement & mn)

Cash Flow & mn)

Particulars Marl6 Marl7 Marl8E Marl9E  Particulars Marl6 Marl7 Marl8E Marl9E
Income from Operations 21,974 23,833 26,462 31,213 Profit before tax 4,028 5,096 5,979 7,278
Other income 355 366 575 679 Depreciation & w.o. 543 730 835 925
Total Income 22,329 24,199 27,038 31,892 Net Interest Exp 96 72 90 94
Total Expenditure 17,662 18,301 20,134 23,595 Direct taxes paid (913) (501) (1,196) (1,456)
Raw Material Consumption 11,585 11,632 14,068 16,501  Chg. in Working Capital (164) (1,480) 485 (1,069)
Raw Material 11,111 11,298 14,068 16,501 Other 94 807 (240) (633)
Stock Adjustmnt (199) 743 0 0 (A) CFfrom Opt. Activities 3,683 4,725 5952 5,139
Purc. of Finished Goods 673 (409) 0 0  Capex{Inc./ (Dec.) in Fixed (2,983) (2,000) (2,000) (1,500)
Employee Expenses 1,931 2,226 2,380 2,776 Assets n WIP}
Other Expenses 3,135 3,378 3,687 4,318 FCFF 700 2,725 3,952 3,639
EBIDTA (Excl. Ol 4312 5532 6328 7,618 (B)CFfrom Investing (2,981) (2,826) (1,176) (1,500)
EBIDTA (Incl. Ol) 4667 5898 6,903 8297 Activities
Interest 9 72 90 94 Inc./(Dec.) in Debt 107 (425) 293 50
Depreciation 543 730 835 gps  Dividend Paid (Incl. Tax) (493) (637) (716) (796)
PBT & EO ltems 4,028 5,096 5,979 7,278 (C) CF from Financing (483) (1,134) (513) (840)
Profit Before Tax 4028 5006 5979 7,278 NetChangeinCash 219 765 4263 2,799
Tax 913 501 1,196 1,456 Opening Cash balances 341 561 1,326 5,589
Net Profit 3,115 4,595 4,783 5,822 Closing Cash balances 561 1,326 5,589 8,389
Balance Sheet (? mn) Important Ratios
Particulars Marle  Marl7 Marl8E Mar19E Particulars Marl6 Marl7 Marl8E Marl9E
Sources of Funds (A) Measures of Performance (%)
Equity Capital 137 137 137 137 Gross Profit Margin 47.3% 51.2% 46.8% 47.1%
Net Worth 11,718 16,272 19,568 24,596 EBIDTA Margin (excl. O.1.) 19.6 23.2 23.9 24.4
Loan Funds 1255 830 1,123 1173 'nterest/Sales 04 03 03 03
Deferred Tax Liability 353 0 0 0 Tax/PBT . 22.7 9.8 20.0 20.0
Other Liabilities 170 172 239 530  NetProfit Margin 142 193 181 187
Total Capital Employed 13,496 17,073 20,051 26,319 (B)As Percentage of Net Sales
Applications of Funds Raw Material 52.7 48.8 53.2 52.9
Gross Block 10,076 12,415 13915 15415 Employee Expenses 88 9.3 9.0 8.9
Less: Accumulated Other Expenses 14.3 14.2 13.9 13.8
Depreciation 2234 2,964 2964 2,964 (C)Measures of Financial Status
Net Block 8,742 9,450 10,950 12,450 Debt/Equity (x) 0.11 005 006 005
Capital Work in Progress 713 773 0 0 Interest Coverage (X) 49 82 7 88
Investments 3 829 5 5  Debtors Period (days) 66 65 65 65
Current ,Assets7 Loans & Advances |nVent0ry Turnover Ratio (X) 5.6 55 5.2 5.2
Inventories 3,948 4,320 5,015 5,915 Fixed Assets Turnover (x) 2.0 1.9 19 2.0
Sundry Debtors 3978 4,237 4,657 5493 WCTurnover (x) 5.5 3.8 2.6 2.2
Cash and Bank Balance 561 1,326 5589 8,389 NonCash WC R Mn) 3411 4891 4406 5475
Loans and Advances 171 143 150 160  Debt/Equity (x) 0.11 0.05 006 0.05
Other Current Assets 1,324 1,932 2,100 2,200 (D) Measures of Investment
subtotal 9,982 11,958 17,511 22,156 EPS R.) (excl EO) 22.8 33.6 35.0 42.6
Less: Current Liabilities & Provisions EPS ) 22.8 33.6 35.0 42.6
Current Liabilities 5814 5513 6699 7,492 CEPSQR) 26.8 39.0 411 49.4
Provisions 196 227 816 800 DPSR) 31 4.0 4.5 5.0
sub total 6,010 5,741 7,515 8,292  Dividend Payout (%) 13.6 11.9 12.9 11.7
Net Current Assets 3,972 6,217 9,995 13,864  Profit Ploughback (%) 86.4 88.1 87.1 88.3
Total Assets 13,496 17,269 20,951 26,319 Book Value }.) 85.8 1191 1433 1801
E — Estimates ROANW (%) 301 328 267 264
ROACE (%) 34.2 33.6 31.8 312
ROAIC (%) (Excl Cash &
Invest.)( ) ( 35.5 35.8 38.8 44.3
(E) Valuation Ratios
CMP .) 843 843 843 843
P/E (x) 37.0 25.1 241 198
Market Cap. (. Mn.) 115,154 115,154 115,154 115,154
MCap/ Sales (x) 5.2 4.8 4.4 3.7
EV . Mn.) 115,848 114,657 110,688 107,938
EV/Sales (x) 5.3 4.8 4.2 35
EV/EBDITA (x) 26.9 20.7 17.5 14.2
P/BV (X) 9.8 7.1 5.9 4.7
FCFF Yield (%) 0.6 2.4 3.6 3.4
Dividend Yield (%) 0.4 0.5 0.5 0.6

E — Estimates

May 17, 2017

DOLATCAPITAL"



DART”

OLD RATING MATRIX

Buy >15%
Accumulate 5to 15%
Reduce (-5) to 5%
Sell <-5%
NEW RATING MATRIX *

Buy > 20%
Accumulate 10 to 20%
Reduce 0to 10%
Sell < 0%

*Qur rating matrix in based on total return (Stock Price + Dividend Yield) over 12 months, unless otherwise stated.

Rating and Target Price History
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Analyst(s) Certification

The research analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: All of the views
expressed in this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and No part
of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this
research report.

I. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

1. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s),
if any, covered in the report and may be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select
recipient of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the
prior written consent of Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein.
Dolat Capital Market Private Limited. and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and
financing group. Dolat Capital Market Private Limited. and/or its affiliated company(ies) might have provided or may provide services in respect
of managing offerings of securities, corporate finance, investment banking, mergers & acquisitions, financing or any other advisory services
to the company(ies) covered herein. Dolat Capital Market Private Limited. and/or its affiliated company(ies) might have received or may
receive compensation from the company(ies) mentioned in this report for rendering any of the above services. Research analysts and sales
persons of Dolat Capital Market Private Limited. may provide important inputs to its affiliated company(ies) associated with it. While reasonable
care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or developments
referred to herein, and Dolat Capital Market Private Limited. does not warrant its accuracy or completeness. Dolat Capital Market Private
Limited. may 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. This report is provided for information only and is not an investment advice and must not alone be taken as the basis
for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user assumes the
entire risk of any use made of this information. The information contained herein may be changed without notice and Dolat Capital Market
Private Limited. reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. Dolat Capital
Market Private Limited. and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position
in, and buy or sell the securities of the company(ies) 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 company(ies) discussed herein or act
as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any
recommendation and other related information and opinions. This report is neither an offer nor solicitation of an offer to buy and/or sell any
securities mentioned herein and/or not an official confirmation of any transaction. 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 Dolat Capital Market Private Limited. and/or its
affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not
be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required to
inform themselves of and to observe such restrictions.

For U.S. Entity/ persons only: This research report is a product of Dolat Capital Market Private Limited., which is the employer of the
research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the
United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise
comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public appearances and trading
securities held by a research analyst account.

This report is intended for distribution by Dolat Capital Market Private Limited. only to "Major Institutional Investors" as defined by Rule 15a-
6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange
Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then
it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted
onward to any U.S. person or entity.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to
conduct certain business with Major Institutional Investors, Dolat Capital Market Private Limited. has entered into an agreement with a U.S.
registered broker-dealer Ltd Marco Polo Securities Inc. ("Marco Polo"). Transactions in securities discussed in this research report should be
effected through Marco Polo or another U.S. registered broker dealer/Entity as informed by Dolat Capital Market Private Limited. from time to
time.

Dolat Capital Market Private Limited.

Corporate Identity Number: U65990MH1993PTC075189
Member: BSE Limited and National Stock Exchange of India Limited.
SEBI Registration No: BSE - INB010710052 & INFO10710052, NSE - INB230710031& INF230710031, Research: INHO00000685
Registered office: Office No. 141, Centre Point, Somnath, Daman — 396 210, Daman & Diu
Board: +9122 40969700 | Fax: +9122 22651278 | Email: research@dolatcapital.com | www.dolatcapital.com

Our Research reports are also available on Reuters, Thomson Publishers, DowJones and Bloomberg (DCML <GO>)



