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UPL Ltd Strong quarter; EBITDA margin to improve with synergy benefits
CMP Target Potential Upside Market Cap (INRMn) Recommendation Sector
INR 417 INR 622 49% 3,19,043 BUY Agrochemicals

Result highlights
* UPL Ltd reported consolidated Revenue growth of 14.4% YoY (up 14.1% QoQ) to INR 89.4 bn.

* EBITDA for the quarter grew 15.2% YoY (down 9.0% QoQ) to INR 16.7 bn while EBITDA margin remained flat YoY at 18.6% (-474bps

QoQ) in Q2FY21 (from 18.5% last year).

+ Company reported Net Profit growth of 179% YoY (down 16.0% QoQ) to INR 4.6bn. Adjusted for exceptional items, Adjusted Net

Profit grew 43.1% YoY (up 17.0% QoQ) to INR 6.7bn. Reported NPM for the quarter came in at 5.2% (+300bps YoY, -185bps QoQ)
while Adjusted NPM stood at 7.5% (+151bps YoY, flat QoQ).

* Exceptional Items for the quarter mainly include cost related to restructuring, severance and litigation costs related to the Group's

business in the Europe and Latin America.

MARKETDATA KEY FINANCIALS

Shares outs (Mn) 765 Particulars (INR mn) FY18 FY19 FY20 FY21E FY22E

Equity Cap (INR Mn) 225,940 Revenues 1,73,780 | 2,18,370 | 3,57,560 | 3,84,031 | 4,18,091
EBITDA 35,050 | 38,130 67,730 | 82,567 | 94,071

Mt Cap (INR Mn) 3,119,043 Adj. PAT 21,237 19,420 | 23,990 | 27,938 | 35,372

52 Wk H/L (INR) 617/240 EPS Diluted (INR) 41.6 38.0 31.3 36.4 46.1

Volume Avg (3mK) 5,450 EBITDA Margin (%) 20.2% 17.5% 18.9% 21.5% 22.5%
NPM (%) 12.2% 8.9% 6.7% 7.3% 8.5%

Face Value(INR) 2 Source: Company, KRChokseyResearch

Bloomberg Code UPLLIN Strong performance in Q2FY21; management maintains guidance:

UPL’s growth in Q2FY21 was largely led by volume growth of 19% YoY due to market
share gains in key territories combined with favorable weather patterns in Brazil, US,
Andean and parts of EU. Growth in volume was somewhat offset by prices declining -
SHARE PRICE PERFORMANCE 1.0% YoY and -4.0% YoY forex impact.
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Geography wise, Latin America grew 12.4% YoY (47% of revenue) on the back of strong
volume growth witnessed in Chile, Argentina and Paraguay and partially offset the

adverse exchange impact. Europe grew 6.2% YoY (11% of revenue) due to benefit of
integration; North America grew 8.7% YoY (9% of revenue) due to better weather
conditions; India grew 17.9% YoY (16% of revenue) driven by herbicides in Rice and
Soybeans supported by intensification of monsoons while RoW grew 27.2% YoY (17% of
revenue) due to higher contribution from South East Asia with new product launches
as well as better weather conditions in South Africa, Australia, New Zealand.

- o © o o o o Forex movement affects GPS; cost savings holds up EBITDA margin:

I T3 T3 9 Currency devaluation in Brazil and several countries in LATAM (e.g. Mexico), impacted

z 2 2 2 2 £ 2 Gross Profit Margin in quarter. Company reported GPM of 40% in Q2FY21 against 42% in

—UPL —Nifty Q2FY20. Though, through cost savings in overheads & employee cost, company was

able to maintain EBITDA margin at Q2FY20 level, at around 18.6% (+14bps YoY, -474bps
QoQ).

MARKET INFO Update on Debt:

As of 30th September 2020, UPL’s net debt was INR 238.4 bn, higher by INR 17.8 bn
SENSEX 40,261 compared to 315t March 2020 mainly due to an increase in working capital of INR 29.2
bn, in line with the seasonality of the business. Company to reduce net debt in H2FY21

NIFTY 11,811 . f i i
! and maintain an investment grade credit rating.
SHARE HOLDING PATTERN (%)

Particulars Sep-20 (%) |Jun-20 (%) [Mar-20 (%)

Promoters 27.9 27.9 27.89

Flls 37.2 40.6 43.50

Dlls 16.2 13.4 11.45

Others 18.7 18.4 17.16

Total 100 100 100 Revenue CAGR between FY20 Adj PAT CAGR between FY20

and FY22E and FY22E
ANALYST KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-66919576
Parvati Rai, head-research@krchoksey.com, +91-22-6696 5413 is also available on Bloomberg KRCS<GO> www.krchoksey.com
Thomson Reuters, Factset and Capital IQ
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UPL Ltd

Concall Highlights:

(i) FY2021 Outlook: Company has maintained its guidance of 6-8% growth in revenue and 10-12% in EBITDA. The growth will be driven
by a focus on differentiated solutions as well as new product launches (ii) Price increases in local currencies and cost savings will
support margins (iii) Company’s Net debt has increased marginally by ~INR 17bn QoQ in Q2FY21 due to higher working capital
requirements (iv) UPL has guided for net debt reduction of USD700-750mn YoY in 2HFY21. Company intends to keep Net debt/EBITDA
at 2.0x by FY21 as against 2.9x currently, with net debt reduction 2HFY21 (v) Management has highlighted that the company is
outperforming its guidance for cost as well as revenue synergy by achieving revenue synergy of USD 299 mn in just 5 quarter of
integration (vs target of USD 350mn in 3 years) and cost synergy of USD 153 mn currently (vs target of USD 200mn in 2 years).

Valuation & Outlook:

Change in geography mix towards low margin regions, lower prices & currency devaluation in Brazil and several countries in LATAM
(e.g. Mexico), impacted Gross Profit Margin of UPL in Q2FY21, though company was able to maintain EBITDA margin with cost savings
in overheads & employee costs. Management expects EBITDA margin improvement in full year numbers & going forward EBITDA
margin to be in the range of 23-25% in next few years. UPL today is the number one bio solutions company and the largest supplier of
organic portfolio of products in the world. The value of the company’s pipeline is valued currently at USD 2.0 bn to USD 2.5 bn of peak
sales, reaching maturity in the next five to eight years. Moreover, the company has highlighted that they expect USD 5.0 bn of
additional market value from products becoming off-patent in the next five years, and that being backwards integrated with scale
renders UPL to take a large share of this market. Since our last earnings update on the stock (at INR 487/share), the stock has
corrected 14.4%. At a CMP of INR 417, UPL is trading at a valuation of 11.5/9.0x FY21/22E EPS. We continue to apply PE multiple of 13.5x
on our FY22E EPS of INR 46.1/share and maintain our Target Price of INR 622/share with a potential upside of 49%. Accordingly, we
maintain our “BUY” rating on the stock. The potential downside to our recommendation in near term arises from the resignation of
company’s auditors at UPL Corp & allegations regarding director numerations.

Sales Growth (%) Q2FY20 Q3FY20 Q4FY20 Qi1FY21

Volume 15.0 10.0 29.0 0.0% 19%
Price -1.0 -1.0 -2.0 -1.0% -1.0%
Exchange -3.0 -2.0 -2.0 0.0% -4.0%

Segmental Revenue Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21 QoQ ()
North America 6.2 12.9 25.4 10.3 7.7 -24.7% 24.7%
India 12.0 7.5 7.0 15.1 14.1 -6.8% 17.4%
Europe 9.1 7.7 20.4 17.0 10.2 -40.0% 12.3%
LATAM 37.7 42.0 34.2 20.2 42.3 110.1% 12.3%
ROW 13.3 18.8 24.4 15.8 15.0 -4.8% 13.0%
Total 78.3 88.9 11.4 78.3 89.4 14.1% 14.2%
ANALYST KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-66919576

Parvati Rai, head-research@krchoksey.com, +91-22-6696 5413

is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ

www.krchoksey.com
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UPL Ltd
Financials:
Income Statement:
Particulars (INR mn) FY18 FY19 FY20 FY21E FY22E
Revenues 1,73,780 2,18,370 3,57,560 3,84,031 4,18,091
Raw Material Cost 81,120 1,09,040 1,87,430 1,84,335 2,04,865
Gross Profit 92,660 1,09,330 1,70,130 1,99,696 2,13,227
Gross Margin (%) 53.3% 50.1% 47.6% 52.0% 51.0%
Employee Costs 17,130 20,950 33,910 40,323 43,900
Other Direct Expenses 40,480 47,260 65,180 76,806 75,256
Total Operating Expenses 57,610 68,210 99,090 1,17,130 1,19,156
EBITDA 35,050 38,130 67,730 82,567 94,071
EBITDA Margin (%) 20.2% 17.5% 18.9% 21.5% 22.5%
Depreciation 6,750 8,800 20,120 24,657 23,695
Other income 4,140 2,400 1,040 1,920 2,090
EBIT 28,300 29,330 47,610 57,910 70,375
EBIT Margin (%) 16.28% 13.43% 13.32% 15.08% 16.83%
Finance Cost 7,830 9,630 14,810 20,068 21,255
Exceptional Items -630 -7,500 -9,540 -2,360 0
Profit before Tax (PBT) 23,980 17,590 27,610 37,402 51,210
Tax Expense 2,363 1,980 5,860 8,041 11,522
Profit after Tax (PAT) 21,617 15,610 21,750 29,360 39,688
Share of P/L of associates -930 140 30 35 50
Minority Interest 80 840 4,020 3,817 4,366
Reported PAT 20,607 14,910 17,760 25,578 35,372
PAT Margin (%) 1.9% 6.8% 5.0% 6.7% 8.5%
Adj. PAT 21,237 19,420 23,990 27,938 35,372
Adj PAT Margin (%) 12.2% 8.9% 6.7% 7.3% 8.5%
Basic EPS 40.4 29.2 23.2 33.4 46.1
Adj Diluted EPS 41.6 38.0 31.3 36.4 46.1

Source: Company, KRChokseyResearch

Cashflow Statement:
Particulars (INR mn) FY18 FY19 FY20 FY21E FY22E
glcei’?vci;: generated from/(used in) operating 28,390 23,560 87,390 61,931 88,764
Net Cash Used In Investing Activities -20,930 -3,09,200 -26,430 -13,150 -12,230
Net Cash Used in Financing Activities -8,010 2,88,940 -21,750 -27,449 -49,636
Net Inc/( Dec) in Cash & Cash Eq. -550 3,300 39,210 21,332 26,899
Cash & Cash Equivalents at the beg 28,800 28,590 28,260 67,240 88,572
Cash & Cash Equivalents at the end 28,250 31,890 67,470 88,572 1,15,470
Adjustments 690 -3,380 50 280 280
Cash & Bank Balance 28,940 28,510 67,520 88,852 1,15,750

Source: Company, KRChokseyResearch

ANALYST KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-66919576

Parvati Rai, head-research@krchoksey.com, +91-22-6696 5413

is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ

www.krchoksey.com
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UPL Ltd

Balance Sheet

Particulars (INR mn) FY18 FY19 FY20 FY21E FY22E
Share capital 1,020 1,020 1,530 1,530 1,530
Reserves and surplus 90,670 1,46,130 1,61,430 1,79,628 2,07,620
Issue of perpetual bond (o] (o] 29,860 29,860 29,860
Minority Interest 190 34,540 33,120 36,937 41,303
Total Equity 91,880 1,81,690 2,25,940 2,47,955 2,80,312
Long-term borrowings 58,730 2,63,830 2,73,710 2,73,710 2,53,710
Deferred tax liabilities (Net) 880 21,970 27,770 27,770 27,770
Other long term liabilities 2,320 1,360 6,310 6,310 6,310
Long-term provisions 200 200 240 240 240
Total Non-current liabilities 62,130 2,87,360 3,08,030 3,08,030 2,88,030
Short-term borrowings 6,340 24,780 12,980 12,980 11,980
Trade payables 56,750 98,470 1,02,330 1,15,735 1,37,455
Other current liabilities 12,420 30,240 40,449 31,564 34,364
Short-term provisions 910 9,120 11,101 11,923 12,980
Total Current liabilities 76,420 1,62,610 1,66,860 1,72,203 1,96,779
Total Equity and liabilities 2,30,430 6,31,660 7,00,830 7,28,187 7,65,121
Assets

Net Block 40,050 1,55,220 1,64,380 1,52,873 1,41,408
Capital work in progress 10,900 11,660 10,590 10,590 10,590
Intangible asset under development 2,290 6,890 10,140 10,140 10,140
Goodwill on consolidation 4,320 1,66,270 1,82,410 1,82,410 1,82,410
Investments accounted using equity method 3,860 4,080 3,600 3,600 3,600
Non-current investments 6,480 2,980 1,980 1,980 1,980
Deferred tax assets 5,290 7,310 16,550 16,550 16,550
Long-term loans and advances 1,510 1,560 1,570 1,570 1,570
Other non-current assets 5,480 8,430 15,300 15,300 15,300
Trade receivables 10 40 1,900 1,900 1,900
Total Non-current assets 80,190 3,64,440 4,08,420 3,96,913 3,85,448
Current Investments 0 20 0 0 0
Inventories 45,380 91,330 78,500 89,432 97,364
Trade receivables 60,560 1,16,790 1,18,670 1,26,257 1,37,455
Cash and bank balances 28,940 28,510 67,520 88,852 1,15,750
Short-term loans and advances 1,470 510 400 430 468
Other current assets 13,890 30,060 27,320 26,304 28,636
Total current assets 1,50,240 2,67,220 2,92,410 3,31,274 3,79,673
Total Assets 2,30,430 6,31,660 7,00,830 7,28,187 7,65,121

Source: Company, KRChoksey Research
Key Ratio FY18 FY19 FY20 FY21E FY22E
EBITDA Margin 20.2% 17.5% 18.9% 21.5% 22.5%
Tax rate (%) 9.7% 1.3% 21.2% 21.5% 22.5%
Adj. Net Profit Margin (%) 12.2% 8.9% 6.7% 7.3% 8.5%
RoOE (%) 22.4% 8.2% 7.9% 10.3% 12.6%
RoCE (%) 18.0% 6.2% 9.3% 10.8% 12.9%
Current Ratio (x) 2.0 1.6 1.8 1.9 1.9
Adj. EPS (INR per share) 41.6 38.0 31.3 36.4 46.1
Source: Company, KRChokseyResearch
ANALYST KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-6691 9576

Parvati Rai, head-research@krchoksey.com, +91-22-6696 5413 is also available on Bloomberg KRCS<GO> www.krchoksey.com
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Result Update — Q2FY21 Page 6

03-Nov-20 417 622 BUY
12-Aug-20 8 622 BUY
g 47 Buy More than 15%
05-Jun-20 419 614 BUY
26-May-20 367 614 BUY
10-Feb-20 543 667 BUY
Accumulate 5% —15%
11-Nov-19 555 667 BUY
5-Aug-19 541 761 BUY
Hold 0-5%
23-May-19 1011 142 ACCUMULATE
02-Aug-18 636 763 BUY
Reduce -5% -0
02-May-18 732 998 BUY
29-Jan-18 789 1030 BUY Sell Less than — 5%
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