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Coromandel International (CRIN IN)

Rating: BUY | CMP: Rs953 | TP: Rs1,200

Superior margins drives outperformance..!!
Quick Pointers:

" EBITDA/tonne guidance to +Rs5500/tonne for FY23 as against their earlier
guidance of Rs4000-4500/tonne

"  Subsidy outstanding at Rs41.76bn as on 30th September'22 (up Rs24.7bn
YoY, up Rs14.5bn QoQ

Coromandel International (CRIN) reported revenue/EBITDA/PAT growth of
65%/42%/43% YoY respectively. Results were ahead of our and consensus
estimates led by superior margins. Key highlights are 1) overall fertilizer sales
volumes were up 12% YoY; 2) Crop protection posted flat YoY growth (+1%
YoY); 3) derived EBITDA/tonne stood at +Rs6600 (1HFY23 +Rs6900 as against
Rs5000/tonne in 1HFY22); 4) Market share (MS) stood flat at19.2% in 2QFY23
(for IHFY23 at 16.2% as against 18.4% in same period last year); 5) Phos. acid
contracted for 3QFY23 at USD1175/tonne down 31% QoQ; 6) Subsidy
outstanding at Rs41.76bn as on 30th September'22 (up Rs24.7bn YoY, up
Rs14.5bn QoQ). Citing better margins for 1HFY23, management has revised
upward their EBITDA/tonne guidance to +Rs5500/tonne for FY23 as against
their earlier guidance of Rs4000-4500/tonne. However, softening of RM prices
in turn would result into reduction in MRP/subsidy rates going forward in
2HFY23in turn to weigh on the margins.

We anticipate CRIN to report stable margins over the longer term backed by
a) efficient sourcing of RM's; b) benefits of backward integration; c) rising
share of unique grades; d) product innovation and capacity expansion in both
the business; e) enhanced focus on branding of products both in nutrition
and CP segment. Factoring in 1HFY23 performance, we increase our FY23
EPS estimates by 6%, while we keep our FY24/25 EPS estimates largely
unchanged. Maintain 'BUY' with unchanged TP of INR1200 based on
18xFY25E EPS.

® Margins continues to surprise positively: Consolidated revenues stood at
INR101.1bn up 65% YoY (PLe INR90bn) were largely driven by superior
revenue growth in fertilizer business. Nutrient and other allied products
revenues were up 73% YoY to INR94.6bn, while the crop protection reported
a flat revenue growth (+1% YoY) to INR7.06bn. For 2QFY23, overall fertilizer
sales volumes were up 12% YoY led by increase in marketing volumes (Non-
urea traded volumes were down 24% YoY; while Urea traded volumes were
up 83% YoY). Manufactured complex fertilizer volumes were up 19% YoY
during 2QFY23. Derived manufactured EBITDA/tonne for 2QFY23 stands at
Rs6600/tonne. Growth in CPC segment impacted by a) decline in exports
revenue down 11% YoY in 2QFY23; b) Lower capacity utilization at all their
plants at 53% in 2QFY23 as compared to 70-75% last year. Subsidy and non-
subsidy business contribution in revenue and EBITDA stood at 89%/11%
(2QFY22, 87%/13%) and 78%/22% (2QFY22, 71%/29%), respectively. Unique
grade products contributed 32% of volume in 2QFY23 as against 45% in
2QFY22.
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" Reduction in NBS rates by Govt./price cuts is likely to exert pressure on
margins in 2HFY23: In line with the falling RM cost globally, the Govt. has
revised downward their NBS subsidy payable for 2HFY23 (as compared to
1HFY23). However, we believe the reduction in subsidy is less than the fall in
the RM prices (Phos. Acid prices down ~30% QoQ); while reduction in subsidy
is ~2000/tonne for DAP). Hence going by the faling RM price trend,
management alluded that there can be further reduction in subsidy/MRP going
forward which in turn can exert pressure on the margins profile in 2HFY23.
However, factoring in the 1HFY23 performance, CRIN remains confident of
achieving fertilizer EBITDA/MT of +Rs5500 (as against the earlier guidance of
Rs4000-4500/MT) in FY23E.

" Crop protection segment impacted by lower exports demand: CPC
segment remained flat (+1% YoY) led by -11%/+7% YoY growth in
exports/domestic business. Export market were impacted led by subdued
demand for Mancozeb (contributing 45% of CPC revenues). While, capacity
utilization across plants stood at 53% in 2QFY23 (as against 60-65% in
2QFY22). Going forward, management alluded for better demand of mancozeb
in 2HFY23

" New product launches coupled with enhanced focus on branding in Non
subsidy business - to support growth: Management envisaged that new
product launches coupled with branding of their products both in the Nutrition
and CP segment is likely to reap benefits in the medium term. The company
continues with its endeavor to invest on R&D, expansion in distribution reach,
and identifying newer off-patented molecules. CRIN has launched 4 new
formulations (3 insecticides and 1 fungicides) in the CP segment in 1HFY23.
ITl in the CPC business stood at ~25% in 1HFY22.

Conference Call highlights:

Fertiliser Business

" Industry Sales Volumes : up 10% YoY to 64.7 lakh tonnes v/s 58.4 lakh
tonnes last year in 2QFY23. For 1HFY23, volumes stood at 119.19 lakh tonnes
up 14% YoY vs 104.4 lakh tonnes.

® CRIN sales volumes: For 2QFY23, Phosphatic volumes (DAP + Complex)
stood at 12.4lakh tonnes up 11% vs 11.2lakh tonnes last year; whereas
manufactured phosphatic volumes were up 19% YoY to 11.06 lakh tonnes vs
9.27 lakh tonnes last year; however the trading volumes were down 30% YoY
to 1.37 lakh tonnes vs 1.95 lakh tonnes last year.

" Nutrient and allied business contributed to 93%, while the crop protection
business contributed 7% of the total revenues in 2QFY23. For 1HFY23,
Nutrient and allied business contributed to 91%, while the crop protection
business contributed 9% of the total revenues.

®  Subsidy/ Non-subsidy Revenue share: stood at 89%/11% in 2QFY23 as
against 87%/13% in the same period last year.

®  Subsidy/ Non-subsidy EBITDA share: stood at 78%/22% in 2QFY23 as
against as 71%/29% last year.
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"  Subsidy Outstanding: Subsidy outstanding stood at Rs41.76bn as on 30th
September'22 as against Rs16.98bn in the same period last year.

® Subsidy received Rs38.66bn during the 2QFY23 as against Rs16.71bn last
year. For 1HFY23 subsidy received stood at 40.02bn as against 21.62bn in the
same period last year.; While for October'22 subsidy received Rs24bn.

"  Phosphoric acid prices have been contracted at USD1175/tonne for 3QFY23
as against USD1715/tonnes for 2QFY23.

® Market sharein phosphatic remained same as last year at 19.2% in 2QFY23.
For 1HFY23 stood at 16.2% v/s 18.4% in same period last year.

" SSP sales volumes were 0.24mn mt up 8% YoY in 2QFY23
®  SSP market share declined to 14.3% from 16.1% last year.

"  Production and capacity utilization in fertiliser segment: Capacity utilization
at 107% for complex fertilisers in 2QFY23 and operated at 99% during
1HFY23.

" CRIN's EBITDA/tonne should increase realigning their 1HFY23 numbers;
Company has now revised their EBITDA/tonne guidance for FY23 at
+Rs5500/tonne (v/s their original guidance of Rs4000-4500/tonne).

Crop Protection business

®  Production and capacity utilization in CPC segment: Capacity utilization at
53% as against 77% in the same period last year.

®  Muted performance in the CPC segment: was largely driven by 1) excessive
rains leading to lower liguidation; 2) downsizing on the lower margin products
resulting in reduction in volumes; 3) pressure on mancozeb both in the export
market and domestic market.

®  Margins in CPC business were under pressure led by higher RM cost scenario
and inability to fully pass on the inflated cost. Going forward, margins are
expected to improve.

®  Contribution of Mancozeb stood at 45% of the overall CPC revenues as against
60-65% in the same period last year.
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Exhibit 1: SOTP Valuation — FY25E

SOTP Valuation (Rs Mn) EBITDA Assigned EV (x) EV Per Share
Subsidy business 19,465 11x  2,12,174 723
Crop protection business 6,218 14x 87,049 297
Other business 2,116 8x 16,926 58
Total 27,799 11x 3,16,149 1,078
Net Debt (35,768) (122)
Market Cap. 3,51,917
Value/Share 1200 1,200
CMP 953
Potential Upside 25.9%
Implied PE 18.1
Implied EV/EBITDA 11.4
Source: PL
Exhibit 2: Q2FY23 Result Overview (Rs mn)
Year to March Q2FY23  Q2FY22 YOY((?/;)' Q1FY23 QOQ(% 1HFY23  1HFY22 YOY(%'
Revenues 1,01,134 61,475 64.5 57,291 76.5 1,58,425 98,114 61.5
Raw material 82,288 46,954 75.3 43,145 90.7 1,25,433 72,340 734
Staff costs 1,699 1,352 25.7 1,560 8.9 3,260 2,790 16.9
Other expenditure 6,577 5,738 14.6 5,732 14.7 12,309 10,722 14.8
Total expenditure 90,564 54,043 67.6 50,437 79.6 1,41,001 85,851 64.2
EBITDA 10,570 7,432 42.2 6,854 54.2 17,424 12,263 42.1
Depreciation 457 421 8.6 446 2.6 903 844 7.0
EBIT 10,112 7,011 44.2 6,408 57.8 16,521 11,419 44.7
Interest 542 192 182.7 266 104.1 808 363 122.7
Other income 311 189 64.9 536 (41.9) 847 406 108.5
Profit Before Tax 9,881 7,008 41.0 6,678 48.0 16,560 11,463 445
Less: Provision for Tax 2,481 1,819 36.4 1,703 45.7 4,184 2,923 43.1
PAT 7,400 5,189 42.6 4,975 48.7 12,376 8,539 44.9
Minority interest - - NA - NA - - NA
Add: Share of profit from associates 6 4 30.2 15 NA 21 32 (33.9)
Adjusted Profit 7,406 5,193 42.6 4,991 484 12,396 8,571 44.6
Add: Exceptional items (net of tax) - - - - -
Reported Profit 7,406 5,193 42.6 4,991 48.4 12,396 8,571 44.6
No. of Diluted shares (mn) 293 293 293 293 293
Adjusted Diluted EPS 25.3 17.8 42.6 171 48.4 42.4 29.3 44.6
As % of net revenues
Raw material 81.4 76.4 75.3 79.2 73.7
Staff expenses 1.7 2.2 2.7 2.1 2.8
Other expenditure 6.5 9.3 10.0 7.8 10.9
EBITDA 10.5 12.1 12.0 11.0 125
Net profit 7.3 8.4 8.7 7.8 8.7
Source: Company, PL
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Exhibit 3: Quarterly Sales volumes

Sales volume (MT) Q2FY23 Q2FY22  YoY gr. (%) Q1FY23 QoQ gr. (%) 1HFY23 1HFY22  YoY gr. (%)
Non Urea - Manufactured 11,06,000 9,27,000 19.3 6,88,000 60.8 17,94,000 16,94,000 5.9
SSP-Manufactured 2,43,000 2,26,000 7.5 1,59,000 52.8 4,02,000 4,12,000 (2.4)
Non Urea - Traded 1,57,000 2,06,000 (23.8) 43,000 265.1 2,00,000 2,31,000 (13.4)
Urea - Traded 3,71,000 2,03,000 82.8 1,64,000 126.2 5,35,000 2,51,000 113.1
Total Traded 5,28,000 4,09,000 29.1 2,07,000 155.1 7,35,000 4,82,000 52.5
Total 18,77,000 15,62,000 20.2 10,54,000 78.1 29,31,000 25,88,000 13.3
Source: Company, PL
Exhibit 4: Segmental revenue break-up
2QFY20 3QFY20 4QFY20 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 2QFY23
Segment Revenue (Gross)
- Nutrient and other allied products 43914 28408 24,362 28,072 40,142 30453 23652 30,705 54,784 44836 36,828 51,105 94,612
- Crop Protection 5099 4625 4420 4202 63711 5114 5152 6315 7015 6216 5561 6607 7,068
Less: Intersegment revenue 433 247 89 142 400 236 245 380 323 316 120 422 547
Income from Operations 48,580 32,787 28,693 32,132 46,113 35330 28560 36639 61475 50,736 42,268 57,291 1,01,134
Segment Results (EBIT)
- Nutrient and other allied products 6282 3649 3119 3695 7,064 4,087 2,006 3987 6121 4382 3248 6022 9553
- Crop Protection 834 713 598 542 1,385 894 646 823 1,198 928 735 867 1,053
Less: Unallocated expenses (403) (451) (260) (534) (438) (412) (509) (402) (307) (291) (640) (481) (493)
Less: Finance Cost (664)  (459)  (434)  (434)  (253)  (205)  (164)  (171)  (192)  (178)  (214)  (266)  (542)
Add: Other Income 95 91 115 107 82 89 158 218 189 259 768 536 311
Less: Exceptional item - - - - - - - -
Profit before Tax 6,145 3544 3137 3376 7,841 4453 21136 4455 7,008 5101 3,897 6,678 9,881
Source: Company, PL
Exhibit 5: Revenue growth a function of higher subsidy
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Exhibit 6: EBITDA and margins trend (%)
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Exhibit 7: EBITDA/tonne continues to surprise positively
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Financials
Income Statement (Rs m) Balance Sheet Abstract (Rs m)
Y/e Mar FY22 FY23E FY24E FY25E Y/e Mar FY22 FY23E FY24E FY25E
Net Revenues 1,91,109 2,87,701 1,80,343 1,91,464 Non-Current Assets
YoY gr. (%) 345 50.5 (37.3) 6.2
Cost of Goods Sold 1,42,165 2,29,754 1,21,451 1,31,124 Gross Block 38,338 46,943 53943 60,943
Gross Profit 48,943 57,948 58,891 60,339 Tangibles 38,051 46,452 53,452 60,452
Margin (%) 25.6 20.1 32.7 315 Intangibles 288 491 491 491
Employee Cost 5,872 6,329 7,214 7,084
Other Expenses 21,573 25,030 24,527 25,656 Acc: Dep / Amortization 17,212 19,153 21,451 24,071
Tangibles 17,212 19,153 21,451 24,071
EBITDA 21,499 26,588 27,151 27,599 Intangibles - - - -
YoY gr. (%) 6.7 23.7 2.1 1.7
Margin (%) 11.2 9.2 15.1 14.4 Net fixed assets 21,126 27,790 32,492 36,872
Tangibles 20,839 27,299 32,001 36,381
Depreciation and Amortization 1,727 1,941 2,298 2,620 Intangibles 288 491 491 491
EBIT 19,772 24,647 24,853 24,979 Capital Work In Progress 1,198 1,198 1,198 1,198
Margin (%) 10.3 8.6 13.8 13.0 Goodwill 3 - - .
Non-Current Investments 2,435 2,435 2,435 2,435
Net Interest 755 1,245 747 672 Net Deferred tax assets (660) (638) (638) (638)
Other Income 1,443 1,861 1,954 2,052 Other Non-Current Assets - - - -
Profit Before Tax 20,460 25263 26,061 26,359 Current Assets
Margin (%) 10.7 8.8 14.5 13.8 Investments - - - -
Inventories 36,632 50,357 36,602 39,517
Total Tax 5,213 6,568 6,776 6,853 Trade receivables 2,649 4,602 5,718 6,938
Effective tax rate (%) 25.5 26.0 26.0 26.0 Cash & Bank Balance 17,533 20,051 27,861 35,768
Other Current Assets 12,930 12,854 12,854 12,854
Profit after tax 15,247 18,695 19,285 19,506 Total Assets 1,12,847 1,38,545 1,39,380 1,56,813
Minority interest - - - -
Share Profit from Associate 37 - - - Equity
Equity Share Capital 294 293 293 293
Adjusted PAT 15,285 18,695 19,285 19,506 Other Equity 63,280 77,877 92,467 1,06,985
YoY gr. (%) 15.0 223 3.2 1.1 Total Networth 63,583 78,170 92,760 1,07,278
Margin (%) 8.0 6.5 10.7 10.2
Extra Ord. Income / (Exp) - - R R Non-Current Liabilities
Long Term borrowings - - - -
Reported PAT 15,285 18,695 19,285 19,506 Provisions 9,469 9,380 9,380 9,380
YoY gr. (%) 15.0 22.3 3.2 1.1 Other non current liabilities - - - -
Margin (%) 8.0 6.5 10.7 10.2
Current Liabilities
Other Comprehensive Income - - - - ST Debt / Current of LT Debt 0 - - -
Total Comprehensive Income 15,285 18,695 19,285 19,506 Trade payables 39,135 50,357 36,602 39,517
Equity Shares O/s (m) 294 293 293 293 Other current liabilities - - - -
EPS (Rs) 52.1 63.7 65.7 66.5 Total Equity & Liabilities 1,12,847 1,38,545 1,39,380 1,56,813
Source: Company Data, PL Research Source: Company Data, PL Research
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Cash Flow (Rs m)

Key Financial Metrics

Y/e Mar FY22 FY23E FY24E FY25E Y/e Mar FYy22 FY23E FY24E FY25E
PBT 20,498 25263 26,061 26,359 Per Share(Rs)
Add. Depreciation 1,727 1,941 2,298 2,620 EPS 52.1 63.7 65.7 66.5
Add. Interest 755 1,245 747 672 CEPS 58.0 70.3 73.6 75.4
Less Financial Other Income 1,443 1,861 1,954 2,052 BVPS 216.6 266.4 316.2 365.6
Add. Other (1,081)  (1,861) (1,954) (2,052) FCF 61.3 20.6 38.5 39.2
Op. profit before WC changes 21,898 26,588 27,151 27,599 DPS 12.0 14.0 16.0 17.0
Net Changes-WC 3,716  (5386) (2,079)  (2,231) Return Ratio(%)
Direct tax (4,834)  (6,546) (6,776) (6,853) RoCE 34.4 34.8 29.1 25.0
Net cash from Op. activities 20,781 14,655 18,296 18,515 ROIC 36.8 35.9 31.9 28.8
Capital expenditures (2,766) (8,601) (7,000) (7,000) RoE 26.6 26.4 22.6 19.5
Interest / Dividend Income 1,053 1,861 1,954 2,052 Balance Sheet
Others (14,507) 1,174 - - Net Debt : Equity (x) (0.3) (0.3) (0.3) (0.3)
Net Cash from Invt. activities (16,220)  (5,566)  (5,046)  (4,948) Net Working Capital (Days) 0 6 12 13
Issue of share cap. / premium 43 - - - Valuation(x)
Debt changes (16) 0 - - PER 18.3 15.0 14.5 14.3
Dividend paid (3,521)  (4,108) (4,694) (4,988) P/B 44 3.6 3.0 2.6
Interest paid (342)  (1,245) (747) (672) PICEPS 16.4 13.6 13.0 12.6
Others (589) - B - EV/EBITDA 12.2 9.8 9.3 8.8
Net cash from Fin. activities (4,425)  (5,353)  (5,441)  (5,660) EV/Sales 1.4 0.9 1.4 13
Net change in cash 135 3,736 7,810 7,907 Dividend Yield (%) 13 15 17 18
Free Cash Flow 18,001 6,054 11,296 11,515 Source: Company Data, PL Research
Source: Company Data, PL Research
Quarterly Financials (Rs m)
Y/e Mar Q3FY22 QA4FY22 QI1FY23 Q2FY23
Net Revenue 50,736 42,268 57,291 1,01,134

YoY gr. (%) 43.6 48.0 56.4 64.5
Raw Material Expenses 38,408 31,417 43,145 82,288
Gross Profit 12,328 10,851 14,146 18,846

Margin (%) 24.3 25.7 24.7 18.6
EBITDA 5,449 3,797 6,854 10,570

YoY gr. (%) 108.8 (21.4) (7.8) 94.0

Margin (%) 10.7 9.0 12.0 10.5
Depreciation / Depletion 429 454 446 457
EBIT 5,020 3,343 6,408 10,112

Margin (%) 9.9 7.9 11.2 10.0
Net Interest 178 214 266 542
Other Income 259 768 536 311
Profit before Tax 5,101 3,897 6,678 9,881

Margin (%) 10.1 9.2 11.7 9.8
Total Tax 1,298 992 1,703 2,481

Effective tax rate (%) 25.4 25.4 255 25.1
Profit after Tax 3,803 2,905 4,976 7,400
Minority interest - - - -
Share Profit from Associates 13 @) 15 6
Adjusted PAT 3,803 2,905 4,976 7,400

YoY gr. (%) 14.5 86.1 485 42.6

Margin (%) 7.5 6.9 8.7 7.3
Extra Ord. Income / (Exp) - - - -
Reported PAT 3,816 2,898 4,991 7,406

YoY gr. (%) 14.3 85.9 47.8 42.6
Margin (%) 7.5 6.9 8.7 7.3
Other Comprehensive Income - - - -
Total Comprehensive Income 3,816 2,898 4,991 7,406
Avg. Shares O/s (m) 293 293 293 293
EPS (Rs) 13.0 9.9 17.0 25.3
Source: Company Data, PL Research
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Price Chart Recommendation History

&) No. Date Rating TP (Rs.) Share Price (Rs.)
o0 1 12-Oct-22  BUY 1,200 973
o1 2 27-Dec-21 BUY 960 745
782 -
624 -
465
2 Q Q &' S N q
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 BayerCropscience =~ Accumulate 5650 4803
2 Chambal Fertilizers & Chemicals BUY 480 320
3 Coromandel International BUY 1,200 973
4 Dhanuka Agritech BUY 940 728
5 Godrej Agrovet Accumulate 570 520
6 Insecticides India Hold 920 701
7 P.I. Industries BUY 3,450 2,956
8 Rallis India BUY 250 226
9 Sharda Cropchem BUY 660 446
10 Sumitomo Chemical India BUY 610 493
11 UPL BUY 1,070 717

PL’s Recommendation Nomenclature (Absolute Performance)

Buy o >15%
Accumulate : 5%to 15%
Hold : +5% to -5%
Reduce : -5%to -15%
Sell T <-15%
Not Rated (NR) . No specific call on the stock
Under Review (UR) : Rating likely to change shortly
November 6, 2022 9
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ANALYST CERTIFICATION
(Indian Clients)

We/l, Mr. Himanshu Binani- MBA Finance Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report
accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific
recommendation(s) or view(s) in this report.

(US Clients)

The research analysts, 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 related to the specific
recommendation or views expressed in this research report.
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