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International business upbeat; margin improvement s meia e

to be the key...
About the stock: Rallis India is a leading agrochemical company with a presence m

across agri input value chain and a strong, healthy pipeline of sustainable products. Particular Amount

Market cap (% Crore) 3,987

e The company has a diversified portfolio, supported by a strong channel FY22 Total Debt (Z Crore) 93

network of more than 6,700 dealers and 79,000 retailers FY22 Cash & Inv (% Crore) 272

L . . EV (% Crore) 3,808

e In terms of revenue contribution, domestic crop care constitutes 54% of 52 Week HL 337/182

overall revenue followed by international crop care of 30% and the rest from Equity Capital (% Crore) 19.5

the seeds business Face Value (3) 1

Q1FY23 Results: Sales were above estimates majorly led by increase in exports in% Sept21 Dec2! Mar22 Jund2
while bottom-line was below estimate due to higher than expected COGS. Pramoter 501 501 501 501
e Revenues increased 16.5% to % 863 crore, driven by 51% YoY growth from Ellll 165'62 16&04 166.11 155'02

international business. Domestic crop care increased by 17% YoY, while
seed segment remained flat.

e Gross margins contracted 300 bps YoY to ~35.8%. m

o EBITDA declined by 7.3% YoY to 113 crore. Crop Care segment EBITDA 80000 100

increased by 50% YoY to % 57 crore, while Seeds segment EBITDA declined ZEEEE W 222
by 33% to T 56 crore. '

20,000 100
e Adjusted PAT declined by 19% YoY to % 67 crore 0o——7—— 77— 0

Others 22 75 18 w81

Jul-19
Jan-20
Jul-20
Jan-21
Jul-21
Jan-22
Jul-22

What should investors do? The stock appreciated at 10% CAGR in last three years.

Sensex e Rallis India

e We revise our rating on the stock from REDUCE to HOLD but maintain our
neutral stance as we await progress on margins front and capex
Target Price and Valuation: We value Rallis India at 16x P/E FY24E EPS to arrive *  International business witnessed a
at a revised target price of ¥ 200 per share (earlier ¥ 235 per share). strong growth
e Key Risk: (i) Slowdown in
Key triggers for future price performance: domestic crop care to impact
earnings (ii) Better than expected

e Lower pricing pressure for key molecules in the international market along o N
price increase to have upside risk

with better volume growth visibility ‘ R
O our estimates

e Backward integration of few technicals could help translate into R h Anal
improvement in gross margins psoarchlanalyet

Siddhant Khandekar
siddhant.khandekar@icicisecurities.com
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e Incremental traction from custom synthesis/CRAMS business

Dhavan Shah

Alternate Stock Idea: Apart from Rallis India, in our chemical coverage we also like T
dhavan.shah@icicisecurities.com

Sumitomo Chemical.

e Trigger for Sumitomo Chemical’'s future revenue growth would be
increasing CRAMS opportunity from SCC Japan and Nufarm
e BUY with a target price of ¥ 520

Key Financial Summary

5 year CAGR 2 year CAGR
(X Crore) FY20 FY21 FY22 (FY17-22) FY23E FY24E (FY22-24E)

Net Revenue 2,251.8 2,429.4 2,603.9 9.4% 3,020.4 3,426.3 14.7%
EBITDA 259.4 322.9 2741 0.8% 292.9 399.6 20.8%
EBITDA Margins (%) 11.5% 13.3% 10.5% 9.7% 11.7%

Adj.PAT 176.0 221.5 164.2 -1.1% 172.5 240.4 21.0%
Adj. EPS (%) 9.0 11.4 8.4 8.9 12.4

EV/EBITDA 14.4x 11.5x 13.9x 14.1x 10.1x

P/E 22.7x 18.0x 24.3x 23.1x 16.6x

ROE (%) 12.5 13.9 9.7 9.5 12.1

ROCE (%) 15.5 18.0 12.1 11.6 15.3

Source: Company, ICICI Direct Research
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Key takeaways of recent quarter & conference call highlight

Q1FY23 Results: Strong growth from international market led overall
performance

Domestic business: Revenues were up 9% YoY to X 664 crores, driven by
decent sales from domestic crop care. The revenue from crop care was up
17% YoY to T 397 crores, led by better realisation growth, while the revenue
from seeds declined by 1% YoY to ¥ 267 crores.

International business: Strong volumes along with realisation growth in the
key molecules led beat in the international crop care business revenues. The
volumes and realisations grew by 25% YoY each during the quarter. The
revenues stood at T 198.9 crore (up 51% YoY).

Operational performance: Owing to a passing on input inflation in the crop
care segment, OPM improved by 150bps YoY to 9.6%, while seeds business
recorded fall in the OPM by 990bps YoY to 21%. The subdued operational
performance in the seed business is on account of provisioning of ¥ 13 crore
in the cotton seed portfolio.

Q1FY23 Earnings Conference Call highlights

Crop care business:

Capex:

Domestic Business was up in Bihar and West Bengal. Median price hike of
4-5% was seen during the quarter. Two new herbicide plant of cotton and
paddy were launched during the year. Company has witness good run rate
in launching new products.

International business has witness strong growth driven by both volume
and price hike. Raw Material and Logistics challenges seem to come at ease
as compared to last quarter. Company has tied up with domestic partner to
source RM for one of its molecule.

Company is planning to increase business of formulation in international
market. Metribuzin molecules to gain traction post H1FY23.

MPP Plant is expected to be commissioned by H1FY23.

Capex for FY23E is estimated to be around ¥ 250 crore.

Other updates:

Launching of New Products - The company has launched new products in
Paddy and Tomato to boost market share and growth. They have also
commercialised 2 branded products in Myanmar and 1 in Uganda.

Crop Care Nutrition — Revenue of crop care nutrition is entirely domestic.
Company is planning to enter in neighbouring countries but boost in
revenue can’t be expected.

Increase in Other Expenses Cost — Increase is due to Ocean Freight and
Inland Freight Cost.

Seed Business — Company is amongst the Top 3 players in Paddy Business.
Company is focusing to strengthen its position in southern part of India.
Overall business still remains challenging.

CRAMS — Company has 2 contracts. Company sees a silver lining in PEKK
plant, hence company is planning to restart the production by end of
Q4FY23.

Capacity Utilization —
o Acephate Plant — 100%
o Metribuzin Plant - 60%

o Hexa Plant — lower utilisation due to seasonal demand.

ICICI Securities | Retail Research
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Financial story in charts....

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

Exhibit 2: EBITDA (X crore) and OPM (%) trend
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Source: Company, ICICI Direct Research

Exhibit 3: PAT growth trend (X crore)
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Financial summary

Exhibit 4: Profit and loss statement % crore [ Exhibit 5: Cash flow statement g crore

Year end March FY19 FY20 FY21 Y22 FY23E  FY2ME Year end March FY19 FY20 FY21 FY22  FY23F  FY24E
Total Operating Income 19840 22518 12,4294 2,603.9 13,0204 3,426.3 PBT & Extraordinary 2203 2315 3035 2224 2300 3206
Gronth ) L B BI5 B TA3 B3 1002
Raw Materlalll Expenses 11715 1,3900 14752 16236 19028 21243 At other adjstments

Gross Proft B124 8618 36429804 LTTSNIOLD e i Working Captd W1 %8 W2 M AMs a0
Employee Cost 180.6 200.1 216.0 239.1 259.8 2818 Taes 709 564 8 88 515 01
Other Operating Expenses 3909 4024 4153 4612 5649 6145 i ' ' ' ' '
EBITDA u09 294 29 241 29 95 e 18 A6 60 us W13
Growth (%) 389 16 25 151 6.9 36.4 CF from operating activities 80.1 336.9 216.8 165.8 -50.4 3319
Other Income 30.7 343 405 25 317 34 Purchase of Fixed Assets 465 86 1685 1850 2000 -150.0
EBITDA, including 01 M6 2937 3633 3015 3246 4340 Others 49 -167.3 6.9 809 108.7 0.0
Depreciation 4.1 615 64.1 143 83 1002 CF from investing activities B15 459 1616 1042 913 1500
Net Interest Exp. 53 6.1 5.2 48 103 133 Proceeds from issue of shares 00 00 00 00 0.0 00
Other exceptional items 0.0 114 9.5 0.0 0.0 0.0 Borrowings (Net) 125 45 04 16.2 1700 700
PBT 220.3 2315 303.5 2224 230.0 320.6 Others 4.0 789 £18 11 £8.7 16
Total Tax 65.5 538 749 58.2 515 80.1 A L

T W am am w e ER CF from financing activities S5 44 614 f15 0 1013 1416
PAT 1548 1837 285 1642 1125 a4 eoshio , K A
A PATafter Minorty inerest 4 160 15 642 125 oagg  Ceetsofforgnounency et #0000 W
Adj. EPS ) 8.0 90 14 8.4 8.9 124 Openlng Cash 334 438 8.7 55.1 63.2 28
Shares Outstanding 95 195 195 195 195 195 Closing Cash 8 @81 %1 62 n8 6
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

Exhibit 6: Balance sheet < crore [ Exhibit 7: Key ratios

T March M9 P P2 R P P4E Yogrend March M9 A0 A2 R PSPV
iabilities

Share Capital 195 195 195 195 19.5 19.5 M

Reserves 1,2665  1,3900 15714 16772 17913 19734 Ad!' R 8 9 I 84 3 124
Total Sharehalders Funds 12059 14095 15908 16967 18108 19028 A CashEs L A L N 2 B Y A [
Minority Interest 18 07 07 00 00 00 BV 66.1 125 818 812 9.1 1025
Long Term Borrowings 158 268 293 254 1454 1054 0PS 25 25 0 30 30 30

Net Deferred Tax liability 38.2 52.1 305 242 242 242 Onerating Ratios (%

Other long term liabilities 6.5 0.1 0.1 0.1 101 115 .

Long term provisons ny w1 w9 ws ne  wy  CosMagn(y LTS N L
Current Liabilities and Provisions EBITDA Margin % 121 115 133 105 8 117
Short term borrowings 53.0 635 425 67.3 n3 813 PAT Margin (%) 18 18 Al 63 51 10

Trade Payables B8 B3 B6I TS 8689 95T DgbyyDays 8 n B BB

Other Current L@blllmes 210.2 2158 2515 246.1 285.4 3238 Inventory Days 194 113 15 11 0 10

Short Term Provisions 16.3 171 14.3 19 9.2 104 i

Total Curent Lizbiltes B4 w7 w04 me 128 tamp  CredtorDas % 0w 051 10

Total Liabilities 21003 2,085 25886 28580 323019 35758  CashComersion Cyce w8 8 N

Assets Return Ratios (%

Net Block 385.0 397.0 435.2 574.9 746.3 796.1 Return on Assets (%) 1 12 86 57 52 67

Capital Work in Progress 129 288 105.7 5.1 0.0 0.0 RaCE (%) 165 155 180 17 18 153
Intangible assets under devl. 318 410 58.8 743 743 743

GoodgvillonConsolidation w68 158 168 %8 ims  qg  weRuC(H 62 mzo 185 132 107
Non-current investments 38 38 3.2 3.2 32 3.2 RoE (%) 121 125 139 4 85 121

Deferred tax assets 17 1100 880 930 930 93.0 Solvency Ratios

Long term loans and advances 12 9.8 10.9 19.2 125 14.2 Total Debt/ Equty 0.1 0.1 00 0.1 0.1 0.1

Other Non Current Assets 107.0 420 35.7 478 1973 2238 Intetest Coverage 50 30 514 14 1) %2
Current Assets, Loans & Advances i

Curent Inestments 65 287 03 .87 qoo  qoog  CurentReo L

Inventories 6736 6992 7632 9380 11585 12203  QuickRato 08 10 10 08 06 07

Sundry Debors M91 4505 4063 M59 5319 6102 Valuation Ratios [x)

Cash and Bank 458 487 55.1 63.2 28 63.1 FV/EBITDA 162 104 15 139 11 10.1

Loans and Advances 09 0.0 0.0 0.0 0.0 0.0

Other Current assets 1384 1171 150.5 138.1 160.2 181.7 PE ] i 160 i a1 16
Curtnt Assets 14132 TEW2 LS4 1740 19784 21753 B A S A

Total Assets 21843 24485 25886 28580 33009 35758  EVSals 0 1] 15 15 14 12

Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
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Exhibit 8: ICICI Direct coverage universe (Chemicals)

Comuany CMP M Cap EPS (%) P/E (x) EV/EBITDA (x) RoCE (%) RoE (%)
) TP(X) Rating (X Cr) FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E

SRF 2066 2,755 Buy 61,233 635 69.2 837 325 298 247 240 219 181 238 227 236 221 203 206
Pl Industries 2729 3155 Buy 41,403 555 644 789 492 424 346 350 294 238 163 172 184 138 139 147
Aarti Industries 112 860 Hold 25812 217 244 307 328 292 232 226 189 154 120 126 136 133 132 144
Tata Chemical 825 1,155 Buy 21009 475 636 730 174 130 113 124 91 68 66 84 90 66 83 88
Vinati Organics 2018 2320 Buy 20,745 337 401 515 598 503 392 447 370 283 243 232 239 190 191 205
Sumitomo Chemical 474 520 Buy 23,679 85 102 115 559 467 411 359 301 260 302 286 267 220 21.3 199
Navin Fluorine 3763 4040 Hod 18648 523 674 898 720 558 419 544 389 284 178 194 203 140 158 18.0
Rallis India 208 200 Hold 3,987 84 89 124 243 231 166 139 141 1001 127 16 153 97 95 121
Sudarshan chemical 425 565 Buy 2,939 188 237 315 226 180 135 142 115 89 109 133 166 156 172 195
Neogen Chemicals 1348 1,870 Buy 3,362 179 301 374 753 448 360 435 300 243 120 157 171 102 148 157
Astec Lifesciences 1959 2,215 Buy 3,840 451 548 693 434 357 283 250 210 167 193 1.7 194 23 213 22

Source: Bloomberg, ICICI Direct Research

ICICI Securities | Retail Research 5
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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 -56%;

Sell: <-15%
IﬂICICI(i;/:-r[u);').“ .1 l ‘
[ I»-lllmlnll’o,::‘qurhn"rr:pl | B HOE{EH ‘
| ICICI Securities Ltd. 75 S TARMINE |
T %&'vsu\n«-a'd 2012 &3;
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com

ICICI Securities | Retail Research 6
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ANALYST CERTIFICATION

I/We, Siddhant Khandekar, Inter CA, Dhavan Shah, MS (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. It is also confirmed that above
mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in
the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock
broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture
capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial
interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as

Our proprietary trading and investment busil may make i decisions that are inconsi with the recomr i p  herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness 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. ICICI Securities 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 ise of independent jud 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. ICICI Securities 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.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any 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 managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past
twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates 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 ICICI Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of
the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one percent or more or other material conflict
of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.
Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.
We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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 ICICI Securities 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 themselves of and to observe such restriction.

ICICI Securities | Retail Research 7



