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BUY SUHANI ADILABADKAR RESEARCH REPORT Q2 FY17



RALLIS INDIA LTD



QUARTERLY OUTLOOK & RECOMMENDATION Rallis India Ltd posted strong second quarter results with Revenue & Profit After Tax rising by 21% and 31% respectively. Revenue was reported at Rs. 5966 million against Rs. 4924 million in Q2 FY16. Income from Sales /Revenue grew by even higher growth rate of 27% QOQ. Net Profit for the current September quarter stood at Rs. 665 million compared to Rs. 508 million same quarter previous year. However, there was QOQ decline of 62% as Net Profit stood at Rs. 1742 million in Q1 FY17 which included exceptional item of Rs.1584 million on account of profit on assignment of leasehold rights to a plot of land in the MIDC area. Profit before exceptional item & taxation in the current September quarter stood at Rs. 958 million compared to Rs. 624 million in Q1 FY16, rise of 53% QOQ. Other income too has increased 26% YOY at Rs.37.60 million in the current Q2 FY17. On quarterly basis, other Income galloped at 93% in the current September quarter. Earnings before depreciation, interest and taxation jumped 18% YOY from Rs. 912 million to Rs. 1080 million in the current second quarter FY17. EBDITA margin stood at 18.10% improving by 161 basis points compared to previous June quarter. YOY EBDITA margin slipped 42 basis points. Expenditure excluding finance or interest costs increased by 21% at Rs. 5034 million in Q2 FY17 against Rs. 4169 million in Q2 FY16. Finance costs contributed to the bottom-line being curtailed from Rs. 29 million to Rs. 11 million in the current quarter. Though the agrochemical industry has gone through a tough phase due to consecutive droughts over the last two years, adequate monsoons in the current year have improved prospects of agrochemical companies. In addition to that government focus on crop protection has further given impetus to the agrochemical industry. We recommend BUY for the stock at target price of Rs. 280 for medium & long term.
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RALLIS INDIA V/S S&P BSE SENSEX



PERFORMANCE METRICS (September Quarter FY16) Profitability Analysis REVENUE (Rs In Mn)
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Rallis India Ltd reported strong second quarter results with Revenue rising by 21% YOY from Rs. 4924 million in Q2 FY16 to Rs. 5966 million in the current September quarter. Though expenditure excluding depreciation has risen by 22% yearly, depreciation expense has declined by 14% or Rs. 17.30 mn in absolute amount. Earnings before Depreciation, Interest & Taxation grew by 18% YOY from Rs. 912 million to Rs. 1080 million in the current September quarter. Profit After Tax has grown 31% on yearly basis at Rs. 665 million compared to Rs. 424 million in the same period previous year. PAT has grown substantially as finance costs were also curtailed to Rs. 11 million compared to Rs. 29 million same period previous year. Though Tax expense has risen 18% YOY, it declined 37% quarterly. QOQ Profit After Tax declined 62% on account of exceptional item of Rs.1584 million included in Q1 FY17. The exceptional item was related to profit on assignment of leasehold rights to a plot of land in the MIDC area.
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Excluding this exceptional item or in other words Profit before exceptional item or taxation has increased 53% QOQ from Rs. 624 mn to Rs. 958 mn in the current September quarter. On yearly basis the growth of Profit before exceptional items and taxation was at 27%. Other income too supported the bottom line jumping at 26% YOY and galloping by 93% quarterly at Rs. 37.60 mn compared to Rs. 19.50 in the previous June quarter. EBDITA margin stands at 18.10% improving by 161 basis points quarterly. On yearly basis, there is a decline of 42 basis points as EBDITA margin stands at 18.10% in Q2 FY17 compared to 18.52% same period previous year. High EBDITA margin reflects operating profitability of Rallis India on quarterly basis. The company’s focus on working capital and rationalizing costs including finance costs has resulted in higher margins



During the quarter, the company introduced EPIC, a broad spectrum fungicide with WDG formulation for the management of sheath blight & sheath rot in paddy and QUEST, a specialty insecticide for the management of White Flies in cotton. Good monsoon this year along with high reservoir levels and favorable farmer sentiment has improved prospects of a good rabbi crop.



ExpenditureAnalysis Rs. In Mn Cost Of Materials Purchases of Stock In Trade Employee Benefit Expense Depreciation & Amortization Excise Duty On Sale Of Goods Other expenses
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Employee Benefit Expense Depreciation & Amortization Excise Duty on sale of goods Other Expenses



Cost of Material which accounts 53% of the total expenditure rose by just 1.75% from Rs. 2440.90 mn in Q2 FY16 to Rs. 2483.70 mn in Q2 FY17. Rise in Purchase of stock in trade was also low at 1.51% YOY and stood at Rs. 484.60 mn contributing 10% of the expenditure package. Employee Benefit Expense stood at Rs. 363.30 million rising 11% YOY. Depreciation & amortization was restrained at 14% YOY and also declined 11% in the current September quarter. Other Expenses were also curtailed by 8.61% from Rs. 856.90 mn to Rs. 783.10 mn in Q2 FY17. The highest rise was in excise duty which jumped 11.51% and stood at Rs. 477.70 mn in the current quarter. Total expenditure was reported at Rs. 5034 million in Q2 FY17 against Rs. 4169 million same period previous year, rising by 21% YOY. Finance costs or interest costs were curtailed to Rs. 11 million compared to Rs. 29 million corresponding quarter previous year, decline of 62% YOY.
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Corporate Profile Rallis India Ltd is one of India’s leading agrochemical company with more than 160 years of experience of servicing rural markets and the most comprehensive portfolio of crop protection chemicals for Indian farmers. Rallis is known for its deep understanding of Indian Agriculture, sustained contact with farmers, quality agrochemicals, branding & marketing expertise along with its strong product portfolio. Rallis has marketing alliances with several multinationals agrochemical companies. Rallis is also known for its manufacturing and ability to develop new processes and formulations, hence is considered as a preferred partner for contract manufacturing by leading MNCs.



Financial Analysis QUARTERLY PROFIT & LOSS STATEMENT OF RALLIS INDIA LTD FROM 30TH SEPTEMBER 2015 TO 30th SEPTEMBER 2016E VALUE
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INCOME FROM OPERATIONS



ANNUAL PROFIT & LOSS STATEMENT OF RALLIS INDIA LTD FROM 2015 TO 2018E VALUE Rs. In Million
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Comparative Analysis Q2 FY17 RALLIS INDIA consolidated BAYER CROP SCIENCE UPL consolidated



EPS (Rs)



EBDITA (Rs. In Mn)



PAT (Rs. In Mn)



REVENUE (RS. In Mn)



MKT CAP (Rs. In Mn)



3.42



1080



665



5966



41623



45



2383



1591



11600



147709



3.28



5777



1661



36576



365551



Industry- Current Scenario Agrochemical industry in India is estimated at around $ 4.8 billion in FY15. Availability of credit facilities to purchase agrochemicals and government push for crop protection & enhancement is the major driving force for the agrochemical industry. The industry is expected to grow at 7% per annum. The Indian agrochemical industry constitutes demand for insecticides, fungicides and herbicides. However the market is mainly dominated by insecticides followed by fungicides & herbicides. The agrochemical industry has faced a number of challenges over the last two years due to consecutive drought and poor level of awareness among the farmers. In the current year, adequate monsoon across the country has improved the prospects of agrochemical industry. Agrochemicals play an important role towards food security with respect to changing food consumption patterns and adequate food nutrition. The Agrochemical industry in India is dominated by a number of companies such as Bayer Crop Science, UPL, ATUL , Rallis India to name a few. The industry is expected to touch $ 7 million in the next five years.
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Disclaimer The information and opinions contained in the research reports have been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their accuracy or completeness. The research report does not constitute a personal recommendation or take into account the particular investment objectives, financial situations,



or needs of individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including but not limited to tax advice. The reports do not take into account the particular investment objectives, financial situations, risk profile or needs of individual clients. The user assumes the entire risk of any use made of this information. This report is not to be relied upon in substitution for the exercise of independent judgment. The price and value of investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Research data and reports published/ emailed/ text messaged via Short Messaging Services, Online Messengers, WhatsApp etc/transmitted through mobile application/s, including but not limited to FLIP™, Video Widget, telephony networks, print or electronic media and or those made available/uploaded on social networking sites (e.g. Facebook, Twitter, LinkedIn etc) is for informational purposes only. The reports are provided for assistance and are not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Though disseminated to clients simultaneously, not all clients may receive the reports at the same time. We will not treat recipients as clients by virtue of their receiving this report. The reports include projections, forecasts and other predictive statements which represent our assumptions and expectations in the light of currently available information. These projections and forecasts are based on industry trends, circumstances and factors which involve risks, variables and uncertainties. The actual performance of the companies represented in the report may vary from those projected. The opinions expressed in the reports are subject to change but we have no obligation to tell our clients when our opinions or recommendations change. The reports are non-inclusive and do not consider all the information that the recipients may consider material to investments. We shall not be in any way responsible for any indirect, special or consequential damages that may arise to any person from any inadvertent error in the information contained in the reports nor do they take guarantee or assume liability for any omissions of the information contained therein. Information contained therein cannot be the basis for any claim, demand or cause of action. These data, reports and information do not constitute scientific publication and do not carry any evidentiary value whatsoever. The user should consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents for Capital Markets and Derivative Segments as prescribed by Securities and Exchange Board of India before investing in the Indian Markets. The securities discussed in this report may not be suitable for all investors. Investors must make



their own investment decision based on their own investment objectives, goals and financial position and based on their own analysis. Prospective investors and others are cautioned that any forward-looking statements, if any, are not predictions and may be subject to change without notice. This report may provide the addresses of, or contain hyperlinks to websites. Except to the extent to which the report refers to material we take no responsibility whatsoever for the contents therein. Such addresses or hyperlinks are provided solely for your convenience and information and the content of the linked site does not in any way form part of this report. Accessing such website or following such link through this report shall be at your own risk. The author of this Research Report accepts no liability and will not in any way be responsible for the contents of this report or for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of acting or non-acting on any information/material contained in the report. This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion or behavior of investors or recipients or provide any investment/tax advice. 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.
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