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India Pesticides Ltd

Volume to come under pressure, REDUCE

= We expect a sustained reduction in export volume across products in the
coming quarters amid inventory destocking.

m Prosulfocarb, folpet & captan form 80% of the exports of IPL. These three are
witnessing a sharp fall in volume along with reduced pricing.

m We value India Pesticides at 20x (15% discount) one-year forward EPS to
arrive at a lower target price of Rs189. We retain our REDUCE rating.

Uncertain times for agrochemicals business

The agrochemicals sector is grappling with a challenging external landscape marked by
fluctuating raw material prices, resulting in pricing challenges and increased inventory cost.
This situation is further compounded by higher finished good inventory in the distribution
channel. Amid such market pressure, pricing adjustments seem to be inevitable, and we
believe the impact will be witnessed in the coming quarters.

Headwinds seen going ahead as volume pressure persists

Indian Pesticides or IPL's primary revenue drivers are three key products: prosulfocarb,
folpet, and captan. However, the outlook for all the three products is challenging, with a
declining export volume observed over the past few quarters. Additionally, pricing pressure
resulting from increased inventory levels is expected to lead to lower realization.
Prosulfocarb, captan, and folpet —accounted for approximately 80% of its total export
sales of IPL in FY23. Going forward at the most, there may be a 10-12% growth in
domestic revenue and but exports are likely to decline by 8-10%. It's worth noting IPL is
generic agrochemical supplier hence lacks a strategic advantage compared to its
competitors in this segment.

Maintain REDUCE rating with a lower target price of Rs189

Our valuation of IPL is based on a 15% discount to the one-year forward FY25F EPS,
leading to a lower target price of Rs189 (Rs220 earlier). Our REDUCE rating on the stock
is attributed to decelerating volume growth, lower export volume and realization. Upside
risks: 1) Potential recovery in prices and the ease in destocking agrochemicals. 2) Success
in multiple formulations for the company.

Financial Summary Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F
Revenue (Rsm) 7,161 8,849 8,741 9,399 10,113
Operating EBITDA (Rsm) 2,138 1,969 1,387 1,536 1,700
Net Profit (Rsm) 1,580 1,432 982 1,086 1,202
Core EPS (Rs) 13.9 12.4 8.5 9.4 10.4
Core EPS Growth (25.7%) (10.6%) (31.4%) 10.6% 10.6%
FD Core P/E (x) 15.21 17.02 24.82 22.45 20.29
DPS (Rs) 17 15 11 1.2 13
Dividend Yield 0.97% 0.88% 0.60% 0.67% 0.74%
EV/EBITDA (x) 10.81 12.09 16.46 14.36 12.47
P/FCFE () (32.91) 235.59 34.58 80.13 54.64
Net Gearing (14.5%) (7.4%) (18.3%) (24.3%) (29.6%)
P/BV (x) 3.82 3.15 2.87 2.54 2.26
ROE 30.7% 20.3% 12.1% 12.0% 11.8%
% Change In Core EPS Estimates (45.66%) (43.10%)

InCred Research/Consensus EPS (x)
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Volume to come under pressure, REDUCE

Key products come under pressure with competition
intensifying »

India Pesticides or IPL holds its position as a leading agrochemicals manufacturer
in India. The company is the exclusive Indian producer and ranks among the top
five companies globally in various herbicides such as prosulfocarb, aclonifen, and
fungicides like captan and folpet, along with pesticides like gajab and astron.
However, all are basic agrochemical products. Approximately 80% of the
company's total revenue is derived from its primary products: prosulfocarb,
captan, and folpet. Nevertheless, all three key products are currently facing
pressure on the pricing as well as volume fronts, which is likely to impact their
realization adversely.

A decline in export volume is likely amidst a challenging
environment »

IPL sells technicals to crop protection product manufacturing companies such as,
Syngenta Asia Pacific, UPL, Ascenza Agro, S.A., Conquest Crop Protection,
Sharda Cropchem and Stotras Pty. IPL has an export-oriented approach, with
approximately 54% of its revenue being predominantly derived from exports.

Figure 1: IPL's FY24F export volume is expected to constitute around 47%, down from
54% in FY23, following the decline of approx. 17% in 1QFY24...
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Reduced demand driven in export markets »

Due to persistent oversupply from China, overseas customers are exhibiting
reduced demand. In such circumstances, it is common for customers to opt for
lower price quotations.

Figure 2: ...resulting in decreased export volume, with an overall decline in volume
largely influenced by prosulfocarb and folpet, close to 1QFY21 level
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Figure 3: IPL experienced a favourable price trend for Figure 4:...and asimilar trend is expected for captan as well,

prosulfocarb, but it appears that the ride is coming to an end and
its price to see a downward pressure in the coming quarters...

as the favourable price trend is diminishing due to panic at the
distributor-end
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Figure 5: Export volume decline witnessed since 1QFY23, despite folpet price hike
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We value India Pesticides at 20x FY25F EPS; retain REDUCE
rating »

We expect IPL’s gross margin to decline further to 40%, We value the stock at 20x
FY25F EPS (15% discount to one-year forward FY25F EPS) to arrive at a lower

target price of Rs189 (from Rs220 earlier). We maintain oue REDUCE rating on
the stock.

Figure 6: We have valued IPL at 20x FY25F EPS to arrive at our target price of Rs189 (15% discount to one-year forward FY25F EPS)
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Figure 7: IPL's valuation

FY24F EPS Rs/share 8.5
FY25F EPS Rs/share 9.4
P/E (one-year forward on FY25F EPS) X 20.0
Target price Rs/share 188.7

SOURCE: INCRED RESEARCH, COMPANY REPORTS
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BY THE NUMBERS
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Rolling P/BV (x) (Ihs) ROE (rhs) 12-mth Fwd Rolling FD Core P/E (x) (Ihs)
Profit & Loss
(Rs mn) Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F
Total Net Revenues 7,161 8,849 8,741 9,399 10,113
Gross Profit 3,896 4,000 3,496 3,760 4,045
Operating EBITDA 2,138 1,969 1,387 1,536 1,700
Depreciation And Amortisation (85) (114) (146) (156) (166)
Operating EBIT 2,053 1,856 1,241 1,380 1,534
Financial Income/(Expense) (69) (72) (34) (34) (34)
Pretax Income/(Loss) from Assoc.
Non-Operating Income/(Expense) 132 132 107 107 107
Profit Before Tax (pre-El) 2,116 1,916 1,313 1,452 1,607
Exceptional Items
Pre-tax Profit 2,116 1,916 1,313 1,452 1,607
Taxation (536) (484) (331) (366) (405)
Exceptional Income - post-tax
Profit After Tax 1,580 1,432 982 1,086 1,202
Minority Interests
Preferred Dividends
FX Gain/(Loss) - post tax
Other Adjustments - post-tax
Net Profit 1,580 1,432 982 1,086 1,202
Recurring Net Profit 1,580 1,432 982 1,086 1,202
Fully Diluted Recurring Net Profit 1,580 1,432 982 1,086 1,202
Cash Flow
(Rs mn) Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F
EBITDA 2,138 1,969 1,387 1,536 1,700
Cash Flow from Invt. & Assoc.
Change In Working Capital (980) (1,125) 282 (268) (290)
(Incr)/Decr in Total Provisions
Other Non-Cash (Income)/Expense 39 (39)
Other Operating Cashflow 173 192 107 107 107
Net Interest (Paid)/Received (69) (72) (34) (34) (34)
Tax Paid (544) (472) (536) (536) (536)
Cashflow From Operations 758 454 1,205 804 946
Capex (820) (760) (500) (500) (500)
Disposals Of FAs/subsidiaries 2 2
Acg. Of Subsidiaries/investments
Other Investing Cashflow (515) 516
Cash Flow From Investing (1,334) (243) (500) (500) (500)
Debt Raised/(repaid) (155) (108)
Proceeds From Issue Of Shares 1,000
Shares Repurchased
Dividends Paid (36) (86) (147) (163) (180)
Preferred Dividends
Other Financing Cashflow (98) (54)
Cash Flow From Financing 711 (248) (147) (163) (180)
Total Cash Generated 136 37) 558 141 266
Free Cashflow To Equity (730) 104 705 304 446
Free Cashflow To Firm (507) 283 739 339 481




Chemicals - Overall | India

India Pesticides Ltd | August 19, 2023

Equities

BY THE NUMBERS...cont’d

Balance Sheet

(Rs mn) Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F
Total Cash And Equivalents 1,068 611 1,742 2,512 3,368
Total Debtors 2,479 2,621 3,026 3,254 3,501
Inventories 1,397 2,250 1,705 1,833 1,972
Total Other Current Assets 559 366 366 366 366
Total Current Assets 5,503 5,847 6,839 7,966 9,208
Fixed Assets 2,181 2,756 2,810 2,854 2,889
Total Investments 172 121 121 121 121
Intangible Assets
Total Other Non-Current Assets 66 485 485 485 485
Total Non-current Assets 2,418 3,361 3,416 3,460 3,494
Short-term Debt 108 19 108 108 108
Current Portion of Long-Term Debt
Total Creditors 962 1,031 1,174 1,263 1,358
Other Current Liabilities 264 211 211 211 211
Total Current Liabilities 1,334 1,261 1,493 1,581 1,677
Total Long-term Debt 36 17 74 74 74
Hybrid Debt - Debt Component
Total Other Non-Current Liabilities 79 81 81 81 81
Total Non-current Liabilities 114 98 156 156 156
Total Provisions 93 118 95 95 95
Total Liabilities 1,542 1,477 1,744 1,833 1,928
Shareholders Equity 6,379 7,731 8,511 9,593 10,774
Minority Interests
Total Equity 6,379 7,731 8,511 9,593 10,774
Key Ratios

Mar-22A Mar-23A Mar-24F Mar-25F Mar-26F
Revenue Growth 10.4% 23.6% (1.2%) 7.5% 7.6%
Operating EBITDA Growth 16.8% (7.9%) (29.6%) 10.7% 10.7%
Operating EBITDA Margin 29.9% 22.3% 15.9% 16.3% 16.8%
Net Cash Per Share (Rs) 8.03 4.99 13.54 20.23 27.66
BVPS (Rs) 55.39 67.13 73.90 83.30 93.55
Gross Interest Cover 29.95 25.94 36.14 40.19 44.69
Effective Tax Rate 25.3% 25.3% 25.2% 25.2% 25.2%
Net Dividend Payout Ratio 15.0% 15.0% 15.0% 15.0% 15.0%
Accounts Receivables Days 117.77 105.18 117.90 121.94 121.91
Inventory Days 117.23 137.22 137.61 114.50 114.47
Accounts Payables Days 95.15 75.02 76.75 78.85 78.83
ROIC (%) 40.8% 25.4% 12.8% 14.7% 15.7%
ROCE (%) 37.7% 25.6% 14.9% 14.8% 14.7%
Return On Average Assets 24.9% 17.3% 10.4% 10.3% 10.2%




Equities

Chemicals - Overall | India
India Pesticides Ltd | August 19, 2023

DISCLAIMER

This report (including the views and opinions expressed therein, and the information comprised therein) has been prepared by Incred Research
Services Private Ltd.(formerly known as Earnest Innovation Partners Private Limited) (hereinafter referred to as “IRSPL”). IRSPL is registered with
SEBI as a Research Analyst vide Registration No. INH000007793. Pursuant to a trademark agreement, IRSPL has adopted “Incred Equities” as its
trademark for use in this report.

The term “IRSPL” shall, unless the context otherwise requires, mean IRSPL and its affiliates, subsidiaries and related companies. This report is not
directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication,
availability or use would be contrary to law, regulation or which would subject IRSPL and its affiliates/group companies to registration or licensing
requirements within such jurisdictions.

This report is being supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, photocopied, duplicated,
stored or reproduced in any form by any means; or (i) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any
purpose without the prior written consent of IRSPL.

The information contained in this report is prepared from data believed to be correct and reliable at the time of issue of this report.

IRSPL is not required to issue regular reports on the subject matter of this report at any frequency and it may cease to do so or change the periodicity
of reports at any time. IRSPL is not under any obligation to update this report in the event of a material change to the information contained in this
report. IRSPL has not any and will not accept any, obligation to (i) check or ensure that the contents of this report remain current, reliable or relevant;
(i) ensure that the content of this report constitutes all the information a prospective investor may require; (iii) ensure the adequacy, accuracy,
completeness, reliability or fairness of any views, opinions and information, and accordingly, IRSPL and its affiliates/group companies (and their
respective directors, associates, connected persons and/or employees) shall not be liable in any manner whatsoever for any consequences (including
but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.

Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be market
data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any other market.
Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies), information
disseminated by regulatory information services, other publicly available information and information resulting from our research. Whilst every effort is
made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document in which they are
contained and must not be construed as a representation that the matters referred to therein will occur. Past performance is not a reliable indicator of
future performance. The value of investments may go down as well as up and those investing may, depending on the investments in question, lose
more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of IRSPL and its affiliates/group companies to any
person to buy or sell any investments.

The opinions expressed are based on information which are believed to be accurate and complete and obtained through reliable public or other non-
confidential sources at the time made. (Information barriers and other arrangements may be established where necessary to prevent conflicts of
interests arising. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their
duties or the performance of his/their recommendations. In reviewing this report, an investor should be aware that any or all of the foregoing, among
other things, may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request.
The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or
registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of India.
No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being made, or
intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report.

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests.

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests.

IRSPL may have issued other reports (based on technical analysis, event specific, short term views etc.) that are inconsistent with and reach different
conclusion from the information presented in this report.

Holding of Analysts/Relatives of Analysts, IRSPL and Associates of IRSPL in the covered securities, as on the date of publishing of this report




Chemicals - Overall | India
India Pesticides Ltd | August 19, 2023

Equities

Analyst/ Entity/
Relative Associates
gr:y fintancial interests in the company covered in this report (subject company) and nature of such financial NO NO
interes
actual/beneficial ownership of 1% or more in securities of the subject company at the end of the month
immediately preceding the date of publication of the research report NO NO
or date of the public appearance;
any other material conflict of interest at the time of publication of the research report NO NO
or at the time of public appearance
received any compensation from the subject company in the past twelve months
for investment banking or merchant banking or brokerage services or investment advisory or depository or
distribution from the subject company in the last twelve months for products/services other than investment | NO NO
banking or merchant banking or broker- age services or investment advisory or depository or distribution from
the subject company in the last twelve months
managed or co-managed public offering of securities for the subject company in the last twelve months NO NO
received any compensation or other benefits from the subject company or third party in connection with the NO NO
research report
served as an officer, director or employee of the subject company NO NO
been engaged in market making activity for the subject company NO NO

Analyst declaration

e The analyst responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his
or her personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and

autonomously in an unbiased manner.

o No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations(s) or

view(s) in this report or based any specific investment banking transaction.
e The analyst(s) has(have) not had any serious disciplinary action taken against him/her(them).

e The analyst, strategist, or economist does not have any material conflict of interest at the time of publication of this report.
e The analyst(s) has(have) received compensation based upon various factors, including quality, accuracy and value of research, overall firm

performance, client feedback and competitive factors.

IRSPL and/or its affiliates and/or its Directors/employees may own or have positions in securities of the company(ies) covered in this report or any

securities related thereto and may from time to time add to or dispose of, or may be materially interested in, any such securities.

IRSPL and/or its affiliates and/or its Directors/employees may do and seek to do business with the company(ies) covered in this research report and
may from time to time (a) buy/sell the securities covered in this report, from time to time and/or (b) act as market maker or have assumed an
underwriting commitment in securities of such company(ies), and/or (c) may sell them to or buy them from customers on a principal basis and/or (d)
may also perform or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to such company(ies)
and/or (e) solicit such investment, advisory or other services from any entity mentioned in thisreport and/or (f) act as a lender/borrower to such
company and may earn brokerage or other compensation. However, Analysts are forbidden to acquire, on their own account or hold securities
(physical or uncertificated, including derivatives) of companies in respect of which they are compiling and producing financial recommendations or

in the result of which they play a key part.




