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Impressive background

Heranba Industries Limited (Heranba”) was incorporated on May 17, 1992 and
is a crop protection chemical manufacturer, exporter and marketing company
based out of Vapi, Gujarat. Heranba started its manufacturing activity in the
year 1996 with production of an Intermediate product CMAC. By the FY 2001-
2002, they forward integrated their company into the manufacturing of various
Technicals like metametron, cypermethrin, alpha, permethrin and
deltamethrin. By the end of FYO5, they further expanded their product range to
Formulations, which are final products sold to farmers as Pesticides,
Herbicides, Fungicides for crop protection and into public health products in
the FY11l. The company is present in the entire product value chain of the
agrochemicals industry i.e. Intermediates, Technicals and Formulations.
Majority of their current Intermediates production is utilized for captive
consumption for the manufacturing of Technicals Products. Formulations are
produced and packaged in powder and liquid forms and sold to distributors for
further sales to farmers.

India has emerged as the largest pyrethroid manufacturer over the years.
More than half of the global demand for Pyrethroids comes from China, after
importing intermediates from India, which is used to produce pyrethroid. Yet
China's adoption of the' Blue Sky' program to realize green GDP has led to the
shutdown of several chemical plants. This, in turn, is expected to result in
higher volumes of Pyrethroids being exported out of India.

Dominant player in India Pyrethroids market

Heranba is one of the leading manufacturers of synthetic pyrethroids in India.
Pyrethroids find usage in significant applications across pest protection,
environmental health and crop care as well as animal health. In 2019, the
Company dominated the India pyrethroids market, accounting for a share of
19.5% of the total Indian pyrethroids production values. The Company
manufactures intermediates, technicals and formulations and also exports to
more than 60 countries. The company has three manufacturing plants and has
over 9,400 dealers.

Business verticals

Manufacturing and selling of Technicals in bulk to domestic companies; exports
of Technicals in bulk to customers outside India; manufacturing and selling of
formulations under their own brands through their own distribution network in
India; export of Formulations in bulk and customer specified packaging outside
India; Public Health: manufacturing and selling of general insect control
chemicals by participating in public health tenders issued by governmental
authorities and selling to pest management companies.

Strong distribution network

As of November 15, 2020, their International Distribution Partners have
successfully obtained 371 registrations of their Technicals and Formulations in
41 countries across Middle East, CIS, Asia, South East Asia and Africa. Their
International Distribution Partners have presently filed 172 registration
applications for their Technicals and Formulations products which are pending
before the regulatory authorities in 41 countries.

Exports

Heranba exports their products to various markets of the world in Europe,
Middle East, Asia, South East Asia and Africa to countries such as Argentina,
Belgium, Egypt, Indonesia, Jordan, Malaysia, Nicaragua, Philippines, South
Africa, Tunisia, Ukraine, Australia, Brazil, Hamburg, Iran, Kenya, Mexico,
Nigeria, Turkey, Vietnam, China, France, Zimbabwe, Pakistan, Saudi Arabia,
Taiwan, Uganda, Thailand, Bangladesh, Colombia, Germany, Peru and
Singapore. They are constantly tapping new markets to enter into tie ups with
reputed distributors to expand their presence.

Issue date Feb. 23 - Feb. 25, 2021

Listing date March 05, 2021

Price Band Rs. 626 - Rs. 627 (Face value: Rs. 10)

Bid lot 23 equity shares and in multiples
thereof

Issue type Fresh issue: Rs. 60 crores
Offer for sale by promoters: Rs. 565.24
crs

Issue size Rs. 625.64 crores

Issue structure
Post issue shares

QIB - 50 %, NIB — 15%, Retail — 35%
4 crore equity shares

Pre issue: 98.1%/Post issue: 74.1%
Rs. 2,508 crores

Emkay Global, Batlivala and Karani
Bigshare Services Private Limited

Promoter holding

Post issue market cap
BRLM

Registrar to the issue

Particulars H1FY21 FY20 FY19 FY18
(Rs. crores)

Revenue from 618 951 1,004 745
operations

EBITDA 100 146 139 93
EBITDA (%) 16.2 15.3 13.8 125
Profit after tax 66 98 75 a7
PAT margin (%) 10.7 10.2 7.5 6.3
Equity share cap. 39.06 39.06 39.06 7.81
Networth 381.26 320.85 228.18 157.32
Total debt 38 43 50 76
EPS (Rs.) 33.96# 25.03 19.31 12
P/E (x) 18# 25 32 52
ROE (%) - 30.47 33.05 29.80

Source: RHP, # denotes P/E and ROE on annualised H1FY21 numbers

Investment recommendation and rationale

At the upper end of the price band of Rs. 627, the Company's IPO is
valued at P/E of 25x on FY20 EPS of Rs. 25.03 and 18x at H1FY21
annualised EPS of Rs. 33.2 which is reasonable as against its peers
considering strong return ratios it enjoys against established peers like
Rallis India (P/E: 29x and RoE of 13.11%), Sumitomo Chemical (P/E: 77x
and RoE of 16.75%), Bharat Rasayan (27x and RoE of 27.94%), Punjab
Chemicals and Crop Protection Limited (P/E - 95x and RoE of 11%). The
Company will always enjoy premium post listing owing to its
dominance in Pyrethroids market with established brands and
considering present secondary market conditions. The COVID-19 crisis
impact was minimal on the Company as it deals with Agro Products and
the Government gave relaxation to the Agro Products during lockdown.

We recommend "SUBSCRIBE" to the issue due to the following factors:
a) leading player in India's pyrethroids market, b) presence in a wide
range of products across the entire value chain of synthetic
pyrethroids, c) product registrations in the domestic and international
markets enabling global outreach, d) wide product range and strong
distribution network, e) good export opportunity, f) entering the highly
regulated markets of USA and Europe, g) new value-added products to
improve margins, h) strong Balance Sheet, i) miniscule working capital
debt with no long term debt as on H1FY21, and robust return ratios
against its peers.
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Promoters background

Sadashiv K Shetty is the Promoter, Chairman and Executive Director of the company. He has experience of more than 3 decades in
agrochemicals industry. He has been on the Board since September 29, 1994. He has been and is responsible for the overall supervision,
direction and management of the company. He is fully involved in day to day affairs of the company and future business strategies. He has
been instrumental in new products development and addition of capacities.

Raghuram K Shetty is the Promoter and Managing Director of the company. He has experience of more than 3 decades in agrochemicals
industry. He has been on the Board since September 29, 1994 and has been instrumental in developing export business of the company.

Sujata S Shetty is the Whole-time Director of the company. She has experience of more than 18 years in agrochemicals industry. She has
been on the Board of Directors since December 27, 2001. She looks after administrative functions of the company. Vanita R. Shetty is the
Whole-time Director of the company. She has experience of more than 18 years in agrochemicals industry. She has been on the Board of
Directors since December 27, 2001. She looks after human resource related activities in the company. Raunak R Shetty is the Whole-time
Director of the company. He has an experience of more than 2 years in the field of accounts and finance. He has been on the Board of
Directors since December 4, 2017. He looks after product development and finance function of the company.

Objects of the issue
1) Freshissue: Rs. 60 crores

2) Offer for sale: Upto 9,015,000 Equity Shares aggregating to Rs. 565.24 crores

Offer for Sale No of Shares

Sadashiv K. Shetty — The Promoter Selling Shareholder Up to 5,850,000 Equity Shares
Raghuram K. Shetty— The Promoter Selling Shareholder Up to 2,272,038 Equity Shares
SAMS Industries Ltd. — The Promoter Group Selling Up to 812,962 Equity Shares
Shareholder

Babu K. Shetty - The Investor Selling Shareholder Up to 40,000 Equity Shares
Vittala K. Bhandary - The Investor Selling Shareholder Up to 40,000 Equity Shares
Source: RHP
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Disclaimer

Ajcon Global Services Limited is a fully integrated investment banking, merchant banking, corporate advisory, stock
broking, commodity and currency broking. Ajcon Global Services Limited research analysts responsible for the preparation
of the research report may interact with trading desk personnel, sales personnel and other parties for gathering, applying
and interpreting information.

Ajcon Global Services Limited is a SEBI registered Research Analyst entity bearing registration Number INHO00001170
under SEBI (Research Analysts) Regulations, 2014.

Individuals employed as research analyst by Ajcon Global Services Limited or their associates are not allowed to deal or
trade in securities that the research analyst recommends within thirty days before and within five days after the publication
of a research report as prescribed under SEBI Research Analyst Regulations.

Subject to the restrictions mentioned in above paragraph, We and our affliates, officers, directors, employees and their
relative may: (a) from time to time, have long or short positions acting as a principal in, and buy or sell the securities or
derivatives thereof, of Company mentioned herein or (b) be engaged in any other transaction involving such securities and
earn brokerage.

Ajcon Global Services Limited or its associates may have commercial transactions with the Company mentioned in the
research report with respect to advisory services.

The information and opinions in this report have been prepared by Ajcon Global Services Limited 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 Ajcon Global Services Limited While we would
endeavour to update the information herein on a reasonable basis, Ajcon Global Services Limited is under no obligation to
update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent Ajcon
Global Services Limited from doing so. 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. Ajcon Global Services Limited 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. Ajcon Global Services Limited 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. Ajcon Global Services Limited 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.

Ajcon Global Services Limited encourages independence in research report preparation and strives to minimize conflict in
preparation of research report. Ajcon Global Services Limited 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 Ajcon Global Services Limited nor Research Analysts have any material conflict of interest at the time of
publication of this report.

It is confirmed that Akash Jain — MBA (Financial Markets) or any other Research Analysts of this report has not received any
compensation from the company mentioned in the report in the preceding twelve months. Compensation of our Research
Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

Ajcon Global Services Limited or its subsidiaries collectively or Directors including their relatives, Research Analysts, 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.
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It is confirmed that Akash Jain — MBA (Financial Markets) research analyst or any other Research Analysts of Ajcon Global
do not serve as an officer, director or employee of the companies mentioned in the report.

Ajcon Global Services Limited 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 Ajcon Global Services Limited 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 Ajcon Global Services Limited by any Regulatory Authority
impacting Equity Research Analysis activities.

Analyst Certification

I, Akash Jain MBA (Financial Markets), research analyst, author 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. | also
certify that no part of compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or
view (S) in this report.

For research related queries contact:

Mr. Akash Jain — Vice President (Research) at research@ajcon.net, 022-67160431 (D)

CIN: L74140MH1986PLC041941

SEBI registration Number: INHO00001170 as per SEBI (Research Analysts) Regulations, 2014.
Website: www.ajcononline.com

Registered and Corporate office

408 - (4th Floor), Express Zone, “A” Wing, Cello — Sonal Realty, Near Oberoi Mall and Patel’s, Western Express Highway,
Goregaon (East), Mumbai — 400063. Tel: 91-22-67160400, Fax: 022-28722062
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