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Result Highlights for Q1FY24:

• In Q1FY24, UPL’s revenue de-grew -17.2% YoY/-45.9% QoQ to INR 89,630 mn. The de-growth in revenue was led by declining product
prices, de-stocking of channel inventory build up and planting season delays which resulted in sluggish growth in revenue.

• EBITDA has seen a de-growth of -38.7% YoY and -51.5% QoQ which stood at INR 13,360 mn. Clearance of higher cost inventory, led to
the contraction in EBITDA margin by -172 bps QoQ/-523 bps YoY to 14.9%.

• PAT saw a decline of -81.1% YoY/-79% QoQ and stood at INR 1,660 mn. PAT margin contracted sharply by -625 bps YoY/-293 bps QoQ
to 1.9%.

Particulars Jun-23 (%) Mar-23 (%) Dec-22 (%)

Promoters 32.4 32.4 30.7

FIIs 37.9 38.7 37.2

DIIs 15.3 18.3 21.7

Others 14.4 10.6 10.4

Total 100 100 100

SHARE HOLDING PATTERN(%)

Pricing pressure in agrochemical business continued due to excess supply from China

Particulars (INR mn)  FY21 FY22 FY23 FY24E FY25E

Revenue 3,86,940 4,62,400 5,35,760 5,53,076 5,86,842

EBITDA  85,590 1,01,650 1,12,830 1,09,509 1,21,476

Adj. PAT 31,090 39,500 38,630 34,976 42,746

EPS Diluted (INR)  40.6 51.6 51.5 46.6 57.0 

EBITDA Margin (%)  22.1% 22.0% 21.1% 19.8% 20.7%

NPM (%)  8.0% 8.5% 7.2% 6.3% 7.3%

Revenue CAGR between FY23 
and FY25E

4.7%
PAT CAGR between FY23 and 

FY25E

5.2%

Revenue decline due to weak macro-environment:

In Q1FY24, UPL’s revenue de-grew by 17.2 YoY/ 45.9% QoQ to INR 89,630 mn. This
revenue de-growth was led by continuing trend of falling prices and poor demand from
dealer level due to destocking of channel inventory. The current liquidation of
agrochemical inventory is expected to result into a weak Q2FY24 and revival is expected
from H2FY24. Due to prevailing macroeconomic challenges, the company has revised its
revenue guidance for FY24E to a range of 1-5%, down from the previous guidance of 6-
10%. Similarly, the EBITDA guidance has been adjusted to a range of 3-7%, which is lower
than the earlier projection of 8-12%.

Performance in UPL Corporation:

The UPL Corporation revenue witness a 24% YoY revenue decline which stood at ~INR
58,550 Mn. The revenue declined is mainly attributable to reduction in herbicide volume
and prices along with product bans in Europe. The EBITDA contracted sharply by 65% YoY
and stood at INR 564 Mn. The EBITDA margins stood reduced by 1145 bps YoY at 9.6%
during the quarter. The management highlights that the demand at the grower level
remains strong, while channel inventory is gradually normalizing.

UPL Specialty Chemicals business performance and outlook:

The company’s specialty chemicals business was transferred into a new company, UPL
Specialty Chemicals during the quarter. This will result into a smoother operation and will
benefit the company with easier access to capital. The Specialty Chemicals revenue
witnessed a 20% YoY decline and stood at INR 31,120 Mn in Q1FY24 and EBITDA saw a 11%
YoY decline at INR 4,400 Mn. The EBITDA % during the quarter stood at 14.1% which saw a
140 bps YoY expansion. The decline in revenue is primarily attributed to the slowdown in
both the agrochemical and broader chemical industries. The company has entered a new
chemistry segment through the commissioning of a Phosgene plant in Dahej.
Additionally, Phosgene will be utilized in the group's agrochemical production,
potentially boosting efficiency and innovation. Furthermore, the company has made
progress in sustainability by commissioning a 61 MW hybrid wind and solar power plant,
which commenced power supplies in June'23. This move is expected to reduce energy
costs and the company's carbon footprint.
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Post Result Conference Call Highlights

i. The company's revenue declined significantly, primarily due to a slowdown in the agrochemical and broader chemical
industries. Herbicide volumes and prices experienced a notable decline coupled with product bans in Europe.

ii. The demand is impacted due to high channel inventory which is expected normalize going forward. The channel demand is
expected to remain weak in Q2FY24 and is expected to recover in H2FY24.

iii. The high channel inventory is a build up due from Covid-19 to Russia related war resulting into distributors stocking aggressively
which is now getting cleared.

iv. The normalization in prices and clearance of current inventory is expected to due oncoming seasons in North and South
American regions and Brazil. The volume growth form India will expect some delay by ~15 days due to excessive monsoon in
major regions of the country.

v. To mitigate the impact of the revenue decline, the company has undertaken a cost reduction initiative, aiming to achieve $100
million in savings over the next 24 months, with at least 50% of the cost reduction targeted for FY24.

vi. The company diversified its portfolio by commissioning a Phosgene plant in Dahej during the quarter. This move allows for the
manufacture and marketing of Phosgene derivative products, which will also be utilized in the group's agrochemical
production.

vii. Additionally, the company commissioned a 61 MW hybrid wind and solar power plant, commencing power supplies in June'23.
This initiative is expected to help reduce energy costs and the company's carbon footprint.

viii. Despite regional challenges, the company saw growth in some segments, driven by a differentiated and sustainable portfolio.
The company expects improved performance in Q2FY24 compared to Q1FY24, aided by new product launches and better
monsoon conditions.

ix. The UPL Specialty Chemicals division's revenue was impacted in line with the overall crop protection business, but it aims to
perform better in line with the recovery in the agro and specialty chemicals markets.

x. Working capital days increased due to reduced factoring and lower payable days, affecting net debt and cash generated by the
business.

xi. The company adjusted its revenue and EBITDA growth guidance to reflect the current market conditions the management
guides a revenue growth of 1-5% in FY24E from earlier 6-10% and an EBITDA growth of 3-7% from earlier 8-12%.

xii. The management expects the revenue growth to be driven by volumes and marginally by value as the realisations are currently
in a falling trend and expected to normalize and grow from Q3FY24 onwards.

Outlook & Valuation

UPL is the largest producer of agrochemicals in India and is among the top five post-patented agrochemical manufacturers in the
world. Over the years, UPL has outperformed the industry’s growth rate. Moreover, the company is aiming to reduce its net debt in
the medium term, with a focus on bringing the Net Debt/EBITDA ratio below 1x and maintaining its ‘investment grade’ credit rating.
We believe improvement in market share, given its global scale and focus on high-growth products such as differentiated products,
specialty chemicals, and seeds businesses, will drive its volume/revenue growth going forward. However, considering the adverse
impact on the FY24 performance due to the near-term challenges of pricing pressure in the agrochemical business, we are revising
our FY24/25 estimates.

At CMP of INR 620, UPL is trading at a P/E of 13.7x/10.9x to its FY24E/FY25E EPS of INR 45.2 and INR 57.0 respectively. After factoring
in weak performance in Q1FY24 results and revised guidance at the lower end, we are revising our FY24E/FY25E estimates. For
valuing UPL, we assigned P/E multiple of 12x, implying a target price of INR 684 per share (Previously 876), yielding an upside
potential of 10.3% from the CMP. Accordingly, we changed our rating from ‘BUY’ to ‘ACCUMULATE’ rating on the shares of UPL.

Sales Growth Break Up  (%) Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24

Volume 6.00% -7.00% 1.00% 1.0% -9.0%

Price 18.00% 21.00% 13.00% -3.0% -10.0%

Exchange 3.00% 4.00% 7.00% 6.0% 2.0%

Geographical Growth (YoY) Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24

North America 47.1% 23.7% 29.7% -14.2% -51.6%

India 8.0% 21.9% 18.5% 14.8% -0.6%

Europe 13.5% 1.3% 2.7% 6.8% -27.1%

LATAM 38.2% 19.8% 27.6% 11.7% -14.4%

ROW 30.7% 21.4% 11.7% 5.8% 2.8%

Source: Company, KRChokseyResearch

Source: Company, KRChokseyResearch
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Financials:

Source: Company, KRChokseyResearch

Particulars (INR mn) FY21 FY22 FY23 FY24E FY25E

Revenues 3,86,940 4,62,400 5,35,760 5,53,076 5,86,842

Raw Material Cost 1,90,960 2,20,720 2,68,880 2,82,069 2,99,290

Gross Profit 1,95,980 2,41,680 2,66,880 2,71,007 2,87,553

Gross Margin (%) 50.6% 52.3% 49.8% 49.0% 49.0%

Employee Costs 37,120 46,220 50,560 53,648 53,989

Other Direct Expenses 73,270 93,810 1,03,490 1,07,850 1,12,087

Total Operating Expenses 1,10,390 1,40,030 1,54,050 1,61,498 1,66,076

EBITDA 85,590 1,01,650 1,12,830 1,09,509 1,21,476

EBITDA Margin (%) 22.1% 22.0% 21.1% 19.8% 20.7%

Depreciation 21,730 23,590 25,470 27,832 29,576

Other income 2,580 2,810 4,770 3,872 4,108

EBIT 63,860 78,060 87,360 81,677 91,900

EBIT Margin (%) 16.50% 16.88% 16.31% 14.77% 15.66%

Finance Cost 20,600 22,950 29,630 26,699 24,599

Exceptional Items -4,450 -9,600 -12,570 -9,510 -10,850

Profit before Tax (PBT) 41,390 48,320 49,930 49,340 60,559

Tax Expense 6,860 5,290 7,360 7,273 8,927

Profit after Tax (PAT) 34,530 43,030 42,570 42,067 51,632

Share of P/L of associates 420 1,340 1,570 1,649 1,813

Minority Interest 6,240 8,110 8,440 9,800 10,700

Reported PAT 28,710 36,260 35,700 33,916 42,746

PAT Margin (%) 7.4% 7.8% 6.7% 6.1% 7.3%

Adj. PAT 31,090 39,500 38,630 34,976 42,746

Adj PAT Margin (%) 8.0% 8.5% 7.2% 6.3% 7.3%

Basic EPS 37.5 47.4 47.6 45.2 57.0 

Adj Diluted EPS 40.6 51.6 51.5 46.6 57.0 

Income Statement:

Particulars (INR mn) FY21 FY22 FY23 FY24E FY25E

Net Cash generated from operating activities 72,120 64,960 77,510 93,150 1,01,276

Net Cash Used In Investing Activities -21,010 -38,190 -14,900 -35,000 -25,000

Net Cash Used in Financing Activities -67,130 -19,210 -62,270 -48,920 -51,820

Net Inc/( Dec) in Cash & Cash Eq. -16,020 7,560 340 9,230 24,456

Effect of Change in Forex -2,970 2,440 1,360 0 0

Cash & Cash Equivalents at the beginning 67,520 48,530 61,200 59,670 68,900

Cash & Cash Equivalents at the end 48,530 58,530 62,900 68,900 93,355

Cashflow Statement:
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Balance Sheet

Key Ratios FY21 FY22 FY23 FY24E FY25E

EBITDA Margin 22.1% 22.0% 21.1% 19.8% 20.7%

Tax rate (%) 16.6% 10.9% 14.7% 14.7% 14.7%

Adj. Net Profit Margin (%) 8.0% 8.5% 7.2% 6.3% 7.3%

RoE (%) 11.7% 12.4% 10.1% 8.7% 9.8%

RoCE (%) 13.3% 14.1% 15.0% 13.5% 14.5%

Current Ratio (x) 1.5 1.4 1.4 1.5 1.6

Adj. EPS (INR per share) 40.6 51.6 51.5 46.6 57.0

Source: Company, KRChokseyResearch

Particulars (INR mn) FY21 FY22 FY23 FY24E FY25E

Share capital 1,530 1,530 1,500 1,500 1,500

Reserves and surplus 1,77,480 2,15,220 2,67,080 2,93,774 3,29,298

Issue of perpetual bond 29,860 29,860 29,860 29,860 29,860

Minority Interest 36,930 46,470 55,850 65,650 76,350

Total Equity 2,45,800 2,93,080 3,54,290 3,90,784 4,37,008

Long-term borrowings 2,21,460 2,16,050 2,01,440 1,86,440 1,66,440

Deferred tax liabilities (Net) 26,620 24,750 24,620 24,620 24,620

Other long term liabilities 13,780 10,430 12,880 13,296 14,108

Long-term provisions 380 520 2,170 2,240 2,377

Total Non-current liabilities 2,62,240 2,51,750 2,41,110 2,26,596 2,07,545

Short-term borrowings 14,140 42,610 28,550 28,550 28,550

Trade payables 1,25,250 1,65,520 1,76,140 1,81,833 1,92,934

Other current liabilities 48,230 66,350 80,650 68,187 72,350

Short-term provisions 8,650 7,480 5,030 12,364 13,119

Total Current liabilities 1,96,270 2,81,960 2,90,370 2,90,935 3,06,954

Total Equity and liabilities 7,04,310 8,26,790 8,85,770 9,08,316 9,51,508

Assets

Net Block 1,63,810 1,70,370 1,79,090 1,86,258 1,81,682

Capital work in progress 8,990 11,840 11,970 11,970 11,970

Intangible asset under development 12,180 13,170 16,210 16,210 16,210

Goodwill on consolidation 1,76,890 1,83,640 1,98,980 1,98,980 1,98,980

Investments accounted using equity method 3,800 5,600 9,730 9,730 9,730

Non-current investments 2,010 5,220 6,050 6,050 6,050

Deferred tax assets 16,660 20,760 26,610 26,610 26,610

Long-term loans and advances 1,810 670 570 588 624

Other non-current assets 13,110 18,180 15,660 16,166 17,153

Trade receivables 4,350 60 620 640 679

Total Non-current assets 4,03,610 4,29,510 4,65,490 4,73,203 4,69,689

Current Investments 370 8,400 460 460 460

Inventories 94,220 1,30,780 1,39,850 1,36,375 1,44,701

Trade receivables 1,25,910 1,53,280 1,82,240 1,81,833 1,92,934

Cash and bank balances 48,530 61,200 60,970 70,200 94,655

Short-term loans and advances 550 480 650 786 834

Other current assets 31,120 43,140 36,110 45,458 48,234

Total current assets 3,00,700 3,97,280 4,20,280 4,35,112 4,81,818

Total Assets 7,04,310 8,26,790 8,85,770 9,08,316 9,51,508
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KRChoksey Shares and Securities Pvt. Ltd
Registered Office: 

1102, Stock Exchange Tower, Dalal Street, Fort, Mumbai – 400 001.
Phone: +91-22-6633 5000; Fax: +91-22-6633 8060.

Corporate Office: 
ABHISHEK, 5th Floor, Link Road, Andheri (W), Mumbai – 400 053.

Phone: +91-22-6696 5555; Fax: +91-22-6691 9576.

UPL Ltd Rating Legend

Date CMP (INR) TP (INR) Recommendation Our Rating Upside

01-Aug-23 620 684 ACCUMULATE

Buy More than 15%

11-May-23 685 876 BUY

07-Feb-23 718 1,041 BUY

03-Nov-22 718 1,041 BUY

25-Oct-22 708 1,041 BUY

03-Aug-22 731 937 BUY
Accumulate 5% – 15%

10-May-22 790 918 BUY

04-Feb-22 774 901 BUY
Hold 0 – 5%

01-Nov-21 720 886 BUY

03-Nov-20 417 622 BUY
Reduce -5% – 0

12-Aug-20 487 622 BUY

05-Jun-20 419 614 BUY Sell Less than – 5%
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I, Abhishek Agarwal (CA, CFA L3 Cleared, B.com), Research Analyst, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report
accurately reflect my views about the subject issuer(s) or securities. I 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.

Terms & Conditions and other disclosures:
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The information and opinions in this report have been prepared by KRCSSPL and are subject to change without any notice. The report and information contained herein is strictly confidential
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guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. KRCSSPL will not treat
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or
strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their
own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. KRCSSPL accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a
guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. Our employees in sales and marketing team,
dealers and other professionals may provide oral or written market commentary or trading strategies that reflect opinions that are contrary to the opinions expressed herein, .In reviewing
these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

Associates (Group Companies) of KRCSSPL might have received any commission/compensation from the companies mentioned in the report during the period preceding twelve months
from the date of this report for services in respect of brokerage services or specific transaction or for products and services other than brokerage services.

KRCSSPL or its Associates (Group Companies) have not managed or co-managed public offering of securities for the subject company in the past twelve months.

KRCSSPL encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report.
KRCSSPL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report.
Accordingly, neither KRCSSPL nor Research Analysts have any material conflict of interest at the time of publication of this report.

It is confirmed that, Abhishek Agarwal (CA, CFA L3 Cleared, B.com), Research Analyst of this report have not received any compensation from the companies mentioned in the report in the
preceding twelve months. Compensation of our Research Analysts is not based on any specific brokerage service transactions.

KRCSSPL or its associates (Group Companies) collectively or its research analyst do not hold any financial interest/beneficial ownership of more than 1% (at the end of the month immediately
preceding the date of publication of the research report) in the company covered by Analyst, and has not been engaged in market making activity of the company covered by research
analyst.

It is confirmed that, Abhishek Agarwal (CA, CFA L3 Cleared, B.com), Research Analyst do not serve as an officer, director or employee of the companies mentioned in the report.

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 KRCSSPL and affiliates 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 certain category of investors. Persons in whose possession this document may come
are required to inform them of and to observe such restriction.
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