
Stock Tales are concise, holistic stock reports across wider spectrum of 
sectors. Updates will not be periodical but based on significant events or 
change in price. 
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CMP: | 1200   Target:  | 1575 (31%)      Target Period:  12 months 

Astec Lifesciences (ASTLIF) 

BUY 

CRAMS likely to witness strong growth ahead… 

About the stock: Incorporated in 1994, Astec Lifescience is primarily involved in 

the production of active ingredients and intermediates for agrochemicals segment. 

 The company operates in the space of technical as well as bulk sales. It also 

has a contract manufacturing business 

 The enterprise sales constitute ~80% of overall revenue while the rest 

comes from the CRAMS segment 

Key triggers for future price performance: 

 Better utilisation of herbicide plant to aid revenue growth for CRAMS 

business, which is expected to grow in high thirties over FY21-24E 

 Enterprise base business likely to report mid-teens growth while 

commercialisation of key three molecules with an industry size of US$ 1 

billion offers strong revenue visibility for enterprise sales in the long run 

 Astec has recently increased R&D spends to 4% of sales. Since the key focus 

is to strengthen speciality molecules portfolio, one can expect meaningful 

product development with sizable industry size in the medium to long run. 

This would support long term performance of the company. New R&D 

centre could become proxy for the same 

 Change in the product mix towards value added products to aid gross 

margins and, thereby, OPM and return ratios over the coming period. We 

expect OPM improvement of ~200 bps in FY21-24E to 21.9% on 

conservative basis 

 Control over working capital along with better operational performance to 

improve FCF generation. Prudent capital allocation towards high RoCE 

generating business to improve return ratios further 

What should investors do? Astec Lifescience’s share price has grown by 32% 

CAGR over the past six years. We believe this is a good opportunity to play on the 

CRAMS business theme. 

 We initiate coverage on the stock under Stock Tales format with a BUY 

rating and target price of | 1575 

Target Price and Valuation: We value Astec Lifescience at ~25x P/E FY24E EPS 

to arrive at a target price of | 1575/share. 

Alternate Stock Idea: Apart from Astec Lifesciences, in our chemical coverage we 

also like Neogen Chemical. 

 Trigger for Neogen Chemical’s future revenue growth would be increasing 

CRAMS opportunity  

 BUY with a target price of | 1515 

Key Financial Summary 

Particulars 

Particular Amount

Market cap (₹ Crore) 2,348

FY21 Total Debt (₹ Crore) 187

FY21 Cash & Inv (₹ Crore) 2

EV (₹ Crore) 2,534

52 Week H/L 1530/908

Equity Capital (₹ Crore) 19.6

Face Value (₹) 10

Shareholding pattern 

in % Dec-20 Mar-21 Jun-21 Sept-21

Promoter 65.2 65.2 65.2 65.2

DII 6.5 10.7 10.9 12.2

FII 0.7 0.3 0.2 0.2

Others 27.6 23.9 23.7 22.4

Price Chart 

Key risks al & Valuation Summary

 Propiconazole ban by other 

countries to impact earnings 

 Pricing pressure for key molecules 

to impact performance 

Research Analyst ancial & Valuation Summary

Siddhant Khandekar 

siddhant.khandekar@icicisecurities.com 

Dhavan Shah 

dhavan.shah@icicisecurities.com 
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Nifty 500 Astec Lifesciences

Source: Company, ICICI Direct Research 

(₹ Crore) FY19 FY20 FY21
 5 year CAGR 

(FY16-21) 

FY22E FY23E FY24E
 3 year CAGR 

(FY21-24E) 

Net Revenue 430.9 522.6 554.9 17.6% 655.2 801.8 956.2 19.9%

EBITDA 76.5 85.6 111.6 31.5% 132.4 170.0 209.3 23.3%

EBITDA Margins (%) 17.7% 16.4% 20.1% 20.2% 21.2% 21.9%

Adj.PAT 35.7 47.9 65.0 67.3% 77.6 100.5 123.3 23.8%

Adj. EPS (₹) 18.3 24.5 33.2 39.6 51.3 63.0

EV/EBITDA 33.0x 28.6x 22.7x 19.0x 14.9x 11.7x

P/E 65.7x 49.0x 36.1x 30.3x 23.4x 19.1x

ROE (%) 17.6 19.4 21.0 20.3 21.0 20.7

ROCE (%) 18.1 21.5 18.9 19.7 21.0 24.2



  

 

ICICI Securities | Retail Research  2 

  
ICICI Direct Research 

 

Stock Tales | Astec Lifesciences 

Company Background 

Incorporated in 1994, Astec Lifescience is primarily involved in the production of 

active ingredients and intermediates for agrochemicals segment. Hexaconazole, 

Tebuconazole, Metalaxyl and Propiconazole are some key products in agrochemical 

segment, which are generally used in crop protection. The company operates in the 

space of technical as well as bulk sales in the country and also exports its products 

to more than 30 countries through its over 100 registrations. The company also has 

contract manufacturing business, which undertakes production for its multi-national 

clients. Besides, it has good process and manufacturing capability. The plant is 

located at Mahad, while its R&D unit is at Dombivaili. 

The enterprise sales constitute ~80% of the overall revenue while the rest comes 

from CRAMS segment. The group revenue grew at 12% CAGR over FY15-21 while 

EBITDA was up by ~20% CAGR primarily on account of expansion in the gross 

margins due to favourable product mix. 

 

Exhibit 1: Revenue (| crore)  
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Source: Company, ICICI Direct Research 

 

Exhibit 2: Geographical revenue breakup (| crore) 
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Source: Company, ICICI Direct Research 

 

 

Exhibit 3: Margin trend over the years (%) 
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Source: Company, ICICI Direct Research 

 

Exhibit 4: Segmental revenue break up (%) 
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Source: Company, ICICI Direct Research 
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Exhibit 5: Segmental revenue streams 

Source: Company, ICICI Direct Research 

 

Exhibit 6: Key product portfolio 

Source: Company, ICICI Direct Research 
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Investment Rationale 

Effort towards strengthening business portfolio to aid 

performance ahead  

Astec lifescience is one of the leader in the triazole fungicides, which has a global 

market size of US$ 3 billion. The triazole fungicides constitutes around 37 molecules, 

out of which Astec predominantly focuses on Tebuconazole, Propiconazole, 

Hexaconazole. These molecules have been contributing more than 60% to the 

overall revenues. Hence to mitigate product concentration risk, the company intends 

to 1) increase its focus into other agrochemical categories (herbicides), 2) shift 

towards CRAMS and 3) development of more triazole molecules in enterprise 

business. 

On the CRAMS front the management intends to expand the revenue share from the 

~20% to ~50% in the long run, a step towards this is the recent capex of | ~110 

crore for herbicide plant. Astec plans to launch four molecules under this category, 

which is expected to garner | ~180 crore revenues at peak utilization. We expect the 

meaningful traction is expected to be witnessed from FY23E.  

The gross margins are expected to be ~50% as against base business margins of 

~38% presently. Thus, it is evident that higher share of value added portfolio to 

improve business mix under CRAMS and thereby group operational performance. 

We expect CRAMS business revenues to grow at 37% CAGR over FY21-24E primarily 

on the back of better utilization of herbicides. 

Exhibit 7: CRAMS revenue likely to grow in high thirties over FY21-24E (| crore) 
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Source: Company, ICICI Direct Research 

 

The company also plans to launch three new molecules under enterprise segment, 

which can have cumulative market size of US$ 1 billion. We expect the capex for the 

same to materialise over the next one/two years. We expect present enterprise sales 

largely caters to the US$ 1-1.5 billion of triazole fungicide market and thus, 

introducing newer three molecules with a market size of US$ 1 billion, can address 

almost 90% of the overall triazole fungicide market. In terms of the market share, 

Astec life’s base business should have global market share in mid-single digit, which 

we expect to improve on the back of China plus 1 strategy. China is considered as 

one of the largest player in these molecules with more than 40% market share and 

thus, even 5-10% share shift from China can improve base enterprise business 

outlook of the company. We expect enterprise business revenues to grow at 16% 

over FY21-24E (without factoring incremental sales of the three molecules).   
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Exhibit 8: Enterprise revenue likely to grow in mid teens over FY21-24E (| crore) 
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Source: Company, ICICI Direct Research 

 

 

New R&D unit to reinforce specialty product portfolio and 

thereby earnings 

Astec was incurring R&D cost to the tune of 0.5-0.7% of sales till FY19, which has 

been augmented to 4% by FY21. It is also setting up new R&D centre with a cost of 

| 100 crore, which is expected to commercialise next year. Astec has been doing 

process innovation at the moment, which is expected to change post new R&D unit 

coming on stream. New R&D centre would improve product innovation capabilities 

and thus, one can expect meaningful development of specialty molecules going 

ahead. 

We have seen that R&D is one of the core part for CRAMS business portfolio and 

with rise in the R&D cost annually, one can expect material development in the 

specialty portfolio, which can improve revenue/molecule over the medium term. This 

can eventually improve gross margins and earnings growth in the medium to long 

run.   

Exhibit 9: R&D cost witnesses jump last year, expected to remain higher ahead… 

0.6%
0.5% 0.5% 0.6%

0.7%

2.3%

4.0%

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

3.0%

3.5%

4.0%

4.5%

FY15 FY16 FY17 FY18 FY19 FY20 FY21

R&D cost as %  of sales

 

Source: Company, ICICI Direct Research 

 

Allocation of incremental FCF towards value added businesses 

to aid return ratios 

Astec was predominantly dependent on China for RM procurement, which it has 

curbed drastically in the last few years on the back of two backward integration 

projects. This can be evident from the fact that the company invested to the tune of 

| 250 crore over FY17-21. Part of which was for backward integration and part for 

organic growth. This has resulted into improvement in the gross margins to 38.4% 
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in FY21 against 36.1% in FY18. Going ahead, management has already envisaged a 

capex of | 100 crore for R&D unit, while they propose to spend around | 300-350 

crore for organic growth over the coming few years. With an impetus focus towards 

increasing CRAMS revenue share, one can expect expansion in the OPM going 

ahead. Management envisages 500bps OPM improvement over the medium to long 

run. 

 

Exhibit 10: FCF trend over the years 
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Source: Company, ICICI Direct Research 

 

Exhibit 11: FCF generational likely to improve ahead... 
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Source: Company, ICICI Direct Research 
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Financial story in charts 

Exhibit 12: Revenue trend (| crore) 
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Source: Company, ICICI Direct Research 

 

Exhibit 13: OPM trend over the years.. 
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Source: Company, ICICI Direct Research 

 

Exhibit 14: PAT trend 
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Source: Company, ICICI Direct Research 

 

Revenues to grow at ~20% CAGR over FY21-24E 

on the back of better growth from CRAMS 

segment 

Change in the product mix towards value added 

products to aid operational performance. EBITDA 

is expected to grow at a CAGR of ~23% over the 

same period 

PAT expected to grow at ~24% CAGR over the 

same period 
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Exhibit 15: RoE & RoCE trend (%) 
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Source: Company, ICICI Direct Research 

 

Key risks and concerns 

Propiconazole ban by other countries to impact earnings 

Propiconazole was banned by EU last year, which impacted business performance 

of the company owing to pricing pressure due to higher inventories. We have seen 

historically that, any molecule ban by one country was followed by other countries. 

Thus, negative development by other countries can impede earnings growth of 

Astec given that it constitutes around high teens to the overall revenues. 

Pricing pressure for key molecules to impact performance  

China is considered as one of the largest player in triazole fungicide market. Thus, an 

increase in competitive intensity can result into pricing pressure and thereby impact 

the earnings growth of Astec. However, we do not foresee such a situation in the 

current times due to ongoing power shortage/climate related issues in China, which 

led higher manufacturing cost and thereby higher finish product prices. 

Delay in new molecules development thereby registration to 

curb growth 

Molecule development and registration plays a pivotal role for agrochemical 

companies since it cumulatively takes more than 36 months. Extension of product 

development cycle and thereby registration can lower sales visibility and impact 

earnings. 
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Valuation and outlook 

Astec lifescience remains the key player in the triazole fungicide business with key 

focus area into enterprise and CRAMS. Since enterprise being the bulk sales and 

thereby lower margins as compared to CRAMS, management envisages to improve 

revenue mix of CRAMS in the years to come. For the same, it had set up herbicide 

plant and plans to launch four molecules with an estimated revenues of | 170-180 

crore at peak utilisation, which we expect to assist CRAMS revenue contribution to 

reach to mid-twenties by FY24E. Moreover, new R&D centre could help company to 

develop speciality molecules and thereby expansion in the CRAMS product portfolio 

can’t be ruled out. We expect 10% increase in the CRAMS revenue contribution 

could expand group gross margins by at least 100-150bps. Further, any incremental 

backward integration project for input requirements could aid gross margins further. 

Management envisages 500bps improvement in the OPM due to aforementioned 

factors over medium to long run, which we believe can improve return ratios 

meaningfully in the years to come. We expect CRAMS segment should be outliner 

over the next three years for Astec life. We expect topline to grow at a CAGR of 

~20% in FY21-24E while bottom line is expected to expand at ~24% CAGR in the 

same period. 

In terms of valuations, at the CMP, the stock is trading at 19x FY24E PER on our 

earnings estimates. We believe control over working capital along with better 

operational performance to improve FCF generation and thus, prudent capital 

allocation towards high ROCE generating business can likely to improve return ratios 

further. We value the company at 25x PER on FY24E. We arrive at a target price of | 

1575, an upside potential of 31%. We have a BUY rating on the stock. 

 

Exhibit 16: Valuation matrix 

FY20 FY21 FY22E FY23E FY20 FY21 FY22E FY23E FY20 FY21 FY22E FY23E FY20 FY21 FY22E FY23E FY20 FY21 FY22E FY23E FY20 FY21 FY22E FY23E

Astec Lifescience 2,351 523 555 655 802 86 112 132 170 48 65 78 100 19.4% 21.0% 20.3% 21.0% 28.6x 22.7x 19.0x 14.9x 49.0x 36.1x 30.3x 23.4x

PI Industries 45,038 3,367 4,577 5,323 7,044 718 1,012 1,219 1,620 457 738 900 1,173 17.4% 13.8% 14.6% 16.1% 57.3x 42.4x 34.8x 26.7x 89.6x 61.0x 50.1x 38.4x

Sumitomo Chemical 19,716 2,425 2,645 2,978 3,378 333 487 590 703 205 345 425 505 16.8% 22.4% 22.1% 21.2% 58.6x 39.4x 32.0x 26.5x 96.3x 57.1x 46.4x 39.0x

Rallis India 5,193 2,252 2,429 2,690 3,201 259 323 289 414 184 229 189 272 12.5% 13.9% 11.0% 14.0% 19.0x 15.3x 17.7x 12.2x 29.5x 23.4x 27.4x 19.1x

EV/EBITDA P/E

Company MCAP

Revenue EBITDA Adj. PAT ROE

 

Source: Company, ICICI Direct Research 
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Financial Summary 

Exhibit 17: Profit & Loss statement                                   (| crore) 

Year end March FY20 FY21 FY22E FY23E FY24E

Total Operating Income 522.6 554.9 655.2 801.8 956.2

Growth (%) 21.3 6.2 18.1 22.4 19.3

Raw Material Expenses 338.2 342.1 397.7 473.9 562.0

Employee Cost 29.9 38.4 42.6 51.3 61.2

Other  Expenses 69.0 62.9 82.5 106.6 123.7

Total Operating Expenditure 437.1 443.3 522.7 631.7 746.9

EBITDA 85.6 111.6 132.4 170.0 209.3

Growth (%) 11.9 30.4 18.7 28.4 23.1

Other Income 11.9 7.9 7.7 9.3 10.2

Depreciation 23.2 25.7 30.6 39.4 50.2

Net Interest Exp. 12.6 4.8 6.0 6.0 4.8

Other exceptional items 0.0 0.0 0.0 0.0 0.0

PBT 61.7 89.1 103.5 134.0 164.5

Total Tax 13.8 24.0 25.9 33.5 41.1

PAT 47.9 65.1 77.6 100.5 123.4

Adjusted PAT 47.9 65.0 77.6 100.5 123.3

Growth (%) 34.0 35.8 19.4 29.4 22.8

Adjusted EPS (₹) 24.5 33.2 39.6 51.3 63.0
 

Source: Company, ICICI Direct Research 

 

Exhibit 18: Cash flow statement                                     (| crore) 

Year end March FY20 FY21 FY22E FY23E FY24E

PBT & Extraordinary 61.4 89.1 103.5 134.0 164.5

Add: Depreciation 23.2 25.7 30.6 39.4 50.2

After other adjustments

(Inc) / Dec in Working Capital 87.8 -103.3 -29.6 -45.1 -47.5

Taxes -18.2 -23.0 -25.9 -33.5 -41.1

Others 14.3 3.5 6.0 6.0 4.8

CF from operating activities 168.4 -8.1 84.6 100.8 130.9

Purchase of Fixed Assets -45.3 -102.5 -60.0 -105.0 -35.0

Others -28.5 29.4 0.0 0.0 0.0

CF from investing activities -73.8 -73.2 -60.0 -105.0 -35.0

Issue/(Buy back) of Equity 0.2 0.7 0.0 0.0 0.0

Inc/(dec) in loan funds -78.3 88.4 -15.0 15.0 -85.0

Dividned paid & dividend tax -2.9 -2.9 -3.5 -4.5 -5.6

Others -13.5 -4.8 -6.0 -6.0 -4.8

CF from financing activities -94.5 81.3 -24.5 4.5 -95.4

Net cash flow 0.1 0.0 0.2 0.3 0.5

Opening cash 1.5 1.5 1.6 1.7 2.0

Closing cash 1.5 1.6 1.7 2.0 2.5
 

Source: Company, ICICI Direct Research 

 

Exhibit 19: Balance Sheet Statement                             (| crore) 

Year end March FY20 FY21 FY22E FY23E FY24E

Liabil ities

Equity Capital 19.6 19.6 19.6 19.6 19.6

Reserves & Surplus 227.0 289.6 363.7 459.6 577.4

Total Shareholders Funds 246.6 309.2 383.3 479.2 597.0

Minority Interest 0.3 0.1 0.2 0.2 0.2

Long Term Borrowings 0.0 40.0 40.0 40.0 0.0

Net Deferred Tax liability 6.1 5.5 5.5 5.5 5.5

Other long term liabilities 0.0 0.0 0.0 0.0 0.0

Long term provisions 0.3 0.5 0.6 0.8 0.9

Current Liabil ities and Provisions

Short term borrowings 98.7 147.0 132.0 147.0 102.0

Trade Payables 202.4 124.8 152.6 186.7 222.7

Other Current Liabilities 16.7 49.8 58.8 72.0 85.8

Short Term Provisions 0.5 0.6 0.7 0.9 1.1

Total Current Liabilities 318.4 322.3 344.1 406.6 411.6

Total Liabil ities 571.7 677.6 773.7 932.2 1,015.2

Assets

Net Block 193.6 212.7 323.7 319.3 404.2

Capital Work in Progress 22.1 111.7 30.0 100.0 0.0

Intangible assets under devl. 2.0 4.0 4.0 4.0 4.0

Goodwill on Consolidation 0.0 0.0 0.0 0.0 0.0

Non-current investments 0.0 0.0 0.0 0.0 0.0

Deferred tax assets 0.0 0.0 0.0 0.0 0.0

Long term loans and advances 2.5 3.3 3.9 4.8 5.8

Other Non Current Assets 19.7 15.4 18.2 22.3 26.6

Current Assets, Loans & Advances

Current Investments 0.0 0.0 0.0 0.0 0.0

Inventories 121.2 106.1 134.6 164.7 196.5

Sundry Debtors 160.8 187.2 215.4 263.6 314.4

Cash and Bank 1.5 1.6 1.7 2.0 2.5

Loans and Advances 28.9 0.1 0.1 0.1 0.1

Other Current assets 19.3 35.5 42.0 51.4 61.2

Current Assets 331.8 330.4 393.8 481.8 574.7

Total Assets 571.7 677.6 773.7 932.2 1,015.2
 

Source: Company, ICICI Direct Research 

 

Exhibit 20: Key Ratios                                                    

Year end March FY20 FY21 FY22E FY23E FY24E

Per share data (₹)

Adj. EPS 24.5 33.2 39.6 51.3 63.0

Adj. Cash EPS 36.3 46.3 55.3 71.4 88.6

BV 126.0 157.8 195.7 244.6 304.7

DPS 1.5 1.5 1.8 2.3 2.8

Operating Ratios (% )

Gross Margin (%) 35.3 38.4 39.3 40.9 41.2

EBITDA Margin (%) 16.4 20.1 20.2 21.2 21.9

PAT Margin (%) 9.2 11.7 11.8 12.5 12.9

Debtor Days 112 123 120 120 120

Inventory Days 85 70 75 75 75

Creditor Days 141 82 85 85 85

Cash Conversion Cycle 56 111 110 110 110

Return Ratios (% )

Return on Assets (%) 8.4 9.6 10.0 10.8 12.1

RoCE (%) 21.5 18.9 19.7 21.0 24.2

RoE (%) 19.4 21.0 20.3 21.0 20.7

Solvency

Total Debt / Equity 0.4 0.6 0.4 0.4 0.2

Interest Coverage 5.9 19.7 18.3 23.4 35.2

Current Ratio 1.0 1.0 1.1 1.2 1.4

Quick Ratio 0.7 0.7 0.8 0.8 0.9

Valuation Ratios (x)

EV/EBITDA 28.6 22.7 19.0 14.9 11.7

P/E 49.0 36.1 30.3 23.4 19.1

P/B 9.5 7.6 6.1 4.9 3.9

EV/Sales 4.7 4.6 3.8 3.2 2.6
 

Source: Company, ICICI Direct Research 
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Exhibit 21: ICICI Direct coverage universe (Chemicals) 

CMP M Cap

(|) TP(|) Rating (| Cr) FY21 FY22E FY23E FY21 FY22E FY23E FY21 FY22E FY23E FY21 FY22E FY23E FY21 FY22E FY23E

PI Industries 2963 3,855 Buy 44,961 48.6 59.2 77.1 68.3 56.0 43.0 47.8 39.2 30.1 17.2 18.6 20.4 13.8 14.6 16.1

Aarti Industries 1013 1,085 Buy 36,728 14.5 32.8 31.1 63.7 28.1 29.7 36.8 28.2 19.5 10.7 12.2 16.8 15.0 14.9 20.1

Tata Chemical 997 925 Hold 25,409 10.1 39.1 42.6 81.9 21.1 19.3 15.8 10.0 8.3 4.1 7.1 7.7 1.8 6.6 6.9

Vinati Organics 1970 2,300 Buy 20,252 26.2 40.2 44.3 74.6 48.6 44.1 56.4 36.2 32.3 21.7 29.4 27.1 17.4 22.1 20.4

Sumitomo Chemical 395 505 Buy 19,694 6.9 8.5 10.1 62.3 50.6 42.6 43.1 35.1 29.0 29.8 29.3 28.1 22.4 22.1 21.2

Navin Fluorine 3397 3,710 Hold 16,829 45.0 53.0 73.1 77.8 66.0 47.9 54.0 46.7 31.9 21.0 19.0 22.6 13.6 14.2 17.0

Rallis India 265 305 Hold 5,161 11.4 9.7 14.0 24.8 29.0 20.2 16.2 18.7 12.9 18.0 14.0 18.4 13.9 11.0 14.0

Sudarshan chemical 599 825 Buy 4,147 20.4 26.5 33.0 34.7 26.7 21.4 18.8 14.9 12.1 15.2 18.4 20.3 19.0 20.8 21.8

Neogen Chemicals 1211 1,515 Buy 2,827 13.4 18.8 28.8 89.7 64.0 41.8 46.8 35.0 25.4 15.1 16.5 20.1 17.1 19.8 23.7

Astec Lifesciences 1200 1,575 Buy 2,351 33.2 39.6 51.3 36.1 30.3 23.4 22.7 19.0 14.9 18.9 19.7 21.0 21.0 20.3 21.0

RoE (% )

Company

EPS (|) P/E (x) EV/EBITDA (x) RoCE (% )

Source: Bloomberg, ICICI Direct Research 
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RATING RATIONALE 

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined 

as the analysts' valuation for a stock 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 
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