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21st June 21

India Pesticides is an R&D driven agro-chemical manufacturer
of Technicals with a growing Formulations business, and is one
of the fastest growing agro-chemical companies in terms of
volume of Technicals manufactured.

VALUATION

SUBSCRIBE

Price Band (Rs./Share)

Rs 290-296

Opening date of the issue

23" June 2021

Closing Date of the issue

25t June 2021

No of shares pre issue

111,785,130 Eq Shares

Fresh Issue (Rs)

Rs 100 Cr

Offer For Sale (Rs) Rs 700 Cr
Issue size (Rs. Cr) Rs 800 Cr
Face Value (Rs/ share) 1

Bid Lot 50

IPL is bringing the issue at price band of Rs 290-296 per share at Book Building

p/e multiple 25 on post issue FY21 eps basis. We like the 50% of the

financial performance posted by company with healthy balance QIBs (Including Anchor) offer (Approx. 13,513,512
sheet status. As 19 Technicals are expected to go off-patent Shares)

between 2019 and 2026 and an opportunity size of over US$ 4.2

billion is expected due to this by 2026 which company is well o 15% of the

poised to cater. Non-Institutional offer (Approx. 4,054,054
As for its technical product, company is globally cost competitive Shares )

which helps company in posting superior margins. 35% of the

With company’s fo_cus on increasing its _product portfolio , Retail offer (Approx. 9,459,460
expanding geographical presence, onboarding more customers

for newer molecules apart from molecules which are under Shares)

implementation & already lined up as some of them will be going Lead managers Axis Capital

on stream sometime in Sept /Oct , future prospects of company IM Financial Ltd

looks strong.
Hence we recommend “Subscribe” on issue both for listing gain Registrar to the issue KFIN Technologies Private
& long term purpose. Ltd.

Research Analyst: Astha Jain

WHAT WE LIKE

Strong R&D and product development capabilities

IPL have substantial experience in undertaking R&D activities as part of its manufacturing operations. Company’s analytical
capabilities include critical quality control measures, non GLP-5 batch analysis, stability studies, method validation and method
development. With 19 Technicals are expected to go off patent protection ,as a result, the demand for these Technicals globally is
expected to increase, particularly in regulated markets. With a number of products coming off patent, there will be significant
opportunities to develop a number of off-patent/generic active intermediates. Company intend to continue to leverage company’s
R&D capabilities and manufacturing expertise and focus its investment in process innovation.

Long-term relationship with key customers

IPL’s major customers include multinational corporations that look to collaborate with active ingredient manufacturers in India,
leveraging their cost effective manufacturing supported by cheaper labour force and stronger Several of IPL’s customers have been
associated with company for over 10 years and certain of company’s key customers include crop protection majors, such as, Syngenta
Asia Pacific Pte. Ltd. and UPL Limited. R&D capabilities.

Consistent track record of financial performance

IPL’s total revenue from operations increased by 90.48% from X 3,406.88 million in Fiscal 2019 to % 6,489.54 million in Fiscal
2021. Company have been able to maintain its debt position and company’s long term debt to equity ratio was 0.09, 0.06 and 0.02 as
of March 31, 2019, 2020 and 2021. During Fiscals 2019, 2020 and 2021, company’s ROCE was 32.33%, 35.82% and 45.18%,
respectively, while its ROE was 23.46%, 27.48% and 34.63%, respectively. IPL’s strong operating ratios and its healthy debt equity
ratio have allowed company to grow its operations and will allow it to pursue other growth opportunities and fund strategic initiatives.
In addition, company’s EBITDA margin was 20.73%, 21.61% and 29.20%, respectively, for similar periods.

This indicates strength in financials of company.
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COMPANY BACKGROUND

Company is growing agro-chemicals company in terms of volume of Technicals manufactured. IPL have recorded 37.17% year-on year
growth in Technicals manufacturing (by volume) between Fiscal 2020 and Fiscal 2021, reaching more than 75% plant operating rate.
IPL manufactured 15,003 MT of Technicals in Fiscal 2021. Company is the sole Indian manufacturer of five Technicals and among the
leading manufacturers globally for Captan, Folpet and Thiocarbamate Herbicide, in terms of production capacity. Since commencing
operations in 1984, company have diversified into manufacturing herbicide and fungicide Technicals and active pharmaceutical

ingredients (“APIs"). Company also manufacture herbicide, insecticide and fungicide Formulations.

MANUFACTURING FACILITIES

IPL currently have two manufacturing facilities located at UPSIDC Industrial Area at Dewa Road, Lucknow and Sandila, Hardoi in
Uttar Pradesh, India that are spread across over 25 acres. As of March 31, 2021, company’s aggregate installed capacity of its
manufacturing facilities for agro-chemical Technicals was 19,500 MT and Formulations was 6,500 MT. Company manufactured 15,003
MT of Technicals in Fiscal 2021. IPL’s manufacturing facilities are equipped with modern plant and machinery capable of producing
quality Technicals and Formulations. Company’s manufacturing facilities at Dewa Road are 1SO 9001: 2015, ISO 14001:2015, 1SO
10002: 2018, and 1SO 45001: 2018 (OHSAS) certified and at Sandila are 1SO 9001: 2015, ISO 14001: 2015, ISO 10002: 2018 and
OHSAS 18001: 2007 certified for quality management system, environment management system, customer satisfaction and complaint
management system, and occupational health and safety management system, respectively.

BUSINESSES

Company have two distinct operating verticals, namely, Technicals and Formulations.The following table sets forth the revenue from
operations contributed by each of company’s verticals in the percentage of company’s total revenue from sale of products for the
periods indicated.

0,
Segment Revenues (%) Agro-chemical Technicals
CAGR (FY19-21)
Technicals  40.5% Herbicides Fungicides APls
Formulations 27.5%
100
Installed FY19 FY20 FY21
- Capacity
(MT)
DewaRoad | 2100 2100 2100
0 Sandila 7900 12400 17400
FY19 Y20 Fy21 Total 10,000 14,500 19,500
B Technicals M Formultions
Formulations Export Mix in Revenues %
100
80
Installed FY19 FY20 FY21
Capacity 60
(MT) 40
Dewa Road | 3000 3000 3000
Sandila 3000 3500 3500 20
Total 6,000 6,500 6,500 0
FY19 FY20 FY21
M Exports M Domestic
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INVESTMENT RATIONALE

Diverse Product Portfolio Company’s product portfolio has been diversified over the years and
the IPL has grown into a multi-product manufacturer of formulations,
herbicides and fungicides Technicals as well as APls. Diversification
across products and sectors has allowed de-risking of business
operations. Company’s products are exported to regulated markets such
as Australia and countries in Europe, Africa and Asia. Diversified
product portfolio allows for limited dependence on individual products
and helps counter seasonal trends, that are a challenge for agriculture
industry in India

Strong R&D and Product Development Capabilities | R&D team of company comprises PhDs, masters graduates in
chemistry and a biotechnological engineer .Company has 2 well-
equipped R&D laboratories, each registered with DSIR . IPL Currently
in the process of developing processes for certain Technicals, including
2 fungicides, 2 herbicides, 2 insecticides and 2 intermediates . Company
Commenced construction of 2 manufacturing units at the Sandila
facility that are proposed to be used for herbicide Technicals. R&D
enables company to identify higher margin products that require
specialized manufacturing and handling capabilities . Since 2018, the
R&D efforts of company have resulted in development of processes for
products that are not highly toxic and commercialization of 3
Technicals which contributed 42.13% of revenue from operations in
Fiscal 2021

Strong Financials IPL have demonstrated consistent growth in terms of revenues and
profitability over the last three Fiscals. IPL’s total revenue from
operations increased by 90.48% from X 3,406.88 million in Fiscal 2019
to X 6,489.54 million in Fiscal 2021. Company have witnessed
consistent improvement in its balance sheet position over the last three
Fiscals and net worth has increased from X 1,870.20 million in Fiscal
2019 to X 3,894.79 million in Fiscal 2021. IPL have been able to
maintain its debt position and company’s long term debt to equity ratio
was 0.09, 0.06 and 0.02 as of March 31, 2019, 2020 and 2021. During
Fiscals 2019, 2020 and 2021, IPL’s ROCE was 32.33%, 35.82% and
45.18%, respectively, while ROE was 23.46%, 27.48% and 34.63%,
respectively. IPL’s strong operating ratios and its healthy debt equity
ratio have allowed company to grow its operations and will allow
company to pursue other growth opportunities and fund strategic
initiatives. In addition, IPL’s EBITDA for Fiscals 2019, 2020 and 2021
was % 706.34 million, X 1,036.56 million and X 1,894.91 million,
respectively while company’s EBITDA margin was 20.73%, 21.61%
and 29.20%, respectively, for similar periods.

Strong Sourcing Capabilities & Extensive | Company has strong sourcing capabilities with limited reliance on
Distribution Network Imports. IPL’s raw materials imported from China as a percentage of
total raw material purchases was 30.29% in Fiscal 2021. In Fiscals
2019, 2020 and 2021, 64.98%, 65.44% and 61.96% of company’s raw
materials were sourced locally. As of March 31, 2021, IPL have a
network of over 20 sales depot consisting of branches, carrying and
forwarding agents, and warehouses spread across 15 states in India and
its distribution network comprised a number of dealers and distribution
partners across India.
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MANUFACTURING PROCESS
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OBJECTS OF ISSUE

Fresh Issue

Company proposes to utilise the net proceeds towards funding of the following objects:
1. Funding working capital requirements of company; and
2. General corporate purposes

IPL require certain approvals and licenses in the ordinary course of business, including certain registrations from the Central Insecticides
Board and Registration Committee (“CIBRC”) for its products manufactured and sold in India as well as for exports to other
jurisdictions. Any failure to successfully obtain such registrations or renew or maintain its statutory and regulatory permits and approvals
required to operate its business and manufacturing facilities would adversely affect company’s operations, results of operations and
financial condition.
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INDUSTRY OVERVIEW

INDIA PESTICIDES LTD

Global Agrochem Market (in US $ Billion)

Indian Crop Protection Chemicals Market by
Export & Domestic Consumption (US $ Billion)

86
CAGR-6.6%
90
80 CAGR-5.2%
62.5
CAGR 4.4 %
"’ /
CAGR
60 486 4.3%
50
CAGR
CAGR 81
40 7%
30
20
10 2014 2019 2024F
0
2014 2019 2024 B Exports B Domestic
Global Agrochemicals Active Ingreients market by Regions India Crop Protection Chemicals Market
(Volumetric,2019) Split by Business Segments(US $ Billion)
100% 35 3.1
90%
3
80% 25 2.6
70% 2.5
60% 2 1.8 17
50% 1.4
20% 1.5
30% 1
20%
° 0.5
10%
0% 0
APAC NAFTA EMEA RoW 2014 2019 2024F

M Herbicides M Insecticides ™ Fungicides ™ Others

H Actives B Formulations

Source: RHP
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Financials (Rs. In Mn)

Balance Sheet Fy21 FY20 FY19
EQUITYANDLIABILITIES

Shareholders' Funds

Share Capital 111.79 31.83 31.83
Reserves & Surplus 3783.20 2536.56 1838.37
Total (A) 3894.99 2568.39 1870.20
Non-Current Liabilities

Long Term Borrowings 74.49 104.44 112.64
Deferred Tax Liabilities (Net) 81.03 73.05 75.86
Other Non Current Liabilities 8.02 6.49 3.66
Total (B) 163.54 183.98 192.16
Current Liabilities

Short Term Borrowings 225.08 135.45 437.73
Trade Payables 740.47 615.42 548.96
Other Current Liabilities 114.91 153.25 123.02
Short Term Provisions 31.81 0.53 0.3
Total (C) 1112.27 904.65 1110.01
Total (A+B+C) 5170.80 3657.02 3172.37
ASSETS

Non-Current Assets

Property, Plant & Equipment 1199.92 950.01 697.6
Rights of use assets 43.54 42 .56

Capital WIP 118.85 1157 47.46
Intangible Assets 1.22 1.65 1.99
Intangible Assets under development 2.55
Non-Current Investments 99.05 30.37 30.62
Other financial assets 28.49 48.84 37.85
Deferred Tax Assets (Net)

Other Non-Current Assets 11.53 20.62 19.92
Total (A) 1502.6 1105.62 837.99
Current Assets

Trade Receivables 2142.2 1831.74 1783.13
Cash and Cash equivalents 19.07 67.17 16.3
Other Financial Assets 1.16 6.75 9.68
Short-Term Loans and Advances

Inventories 700.79 385.73 355.28
Other Current Assets 804.98 260.01 169.99
Total (B) 3668.2 2551.4 2334.38
Total (A+B) 5170.80 3657.02 3172.37
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(Rs in Mn)
P&L FY21 FY20 FY19
Total Revenue (A)
6489.54 4796.27 3406.88
Total Expenditure (B)
4658.60 3860.71 2754.08
EBIDTA
1830.94 935.56 652.80
EBIDTA Margin
28.21 19.51 19.16
Other Income
64.23 101.00 53.54
Depreciation
61.35 50.69 39.58
EBIT
1833.82 985.87 666.76
Interest
34.33 52.18 55.76
PBT
1799.23 933.69 611.00
Tax
454.17 225.70 171.79
PAT
1345.32 707.99 439.21
NPM
20.73 14.76 12.89
ROE % 34.54 27.57 23.48
EPS 12.00 22.24 13.80
BV 34.84 80.69 58.76

PEERS ANALYSIS

Following is peer group analysis:

Company Name Total Revenue EPS NAV RONW %
(Mn)

Dhanuka Agritech 11451.59 29.71 148.72 19.45
Bharat Rasayan Ltd 12318.70 371.03 1327.73 27.83

UPL Ltd 358600 23.24 252.37 9.95

Rallis India 22861.50 9.51 72.48 12.90

PI Industries 34154.00 33.05 189.64 15.31
Sumitomo Chemicals 24354.57 4,10 24.48 16.34

Atul Ltd 41711.00 224.69 1063.63 19.26
India Pesticides Ltd 6553.77 12.00 34.84 34.54

(Source RHP)
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INDIA PESTICIDES LTD

Rs in Mn)

Cash Flow Statement FY21 FY20 FY19
(A) Cash Flow from operating Activities: 832.94 751.50 (33.79)
B) Cash Flow From Investing activities: (840.20) (310.70) (6.37)
C) Cash Flow From Financing Activities: (40.85) (389.93) 92.94
Net increase/(Decrease) in cash & cash (48.10) 50.87 (7.22)
equivalents(A+B+C)

Cash equivalents at the beginning of the year 67.17 16.30 23.52
Cash equivalents at the end of the year 19.07 67.17 16.30
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DISCLAIMER

HEM Securities Limited (“Research Entity or HSL”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is licensed
to carry on the business of broking, depository services, merchant banking services, Portfolio Management Services and other
related activities. Broking services offered by HEM Securities Limited are under SEBI Registration No.: INZ000168034.

This Report has been prepared by HEM Securities Limited in the capacity of a Research Analyst having SEBI Registration No.
INH100002250 and distributed as per SEBI (Research Analysts) Regulations 2014. This report does not constitute an offer or
solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. The information
contained herein is from publicly available data or other sources believed to be reliable. This report is provided for assistance only
and is 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. Each recipient of this report should make such investigation as it deems necessary to arrive at an
independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks
involved), and should consult his own advisors to determine the merits and risks of such investment. This should not be construed
as invitation or solicitation to do business with HSL. The investment discussed or views expressed may not be suitable for all
investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be
reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in
part, for any purpose. 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 HSL and associates / group companies to any registration or licensing
requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons
in whose possession this report comes, should observe, any such restrictions. The information given in this report is as of the date
of this report and there can be no assurance that future results or events will be consistent with this information. This information
is subject to change without any prior notice. HSL reserves the right to make modifications and alterations to this statement as may
be required from time to time. HSL or any of its associates / group companies shall not be in any way responsible for any loss or
damage that may arise to any person from any inadvertent error in the information contained in this report. HSL is committed to
providing independent and transparent recommendation to its clients. Neither HSL nor any of its associates, group companies,
directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential
including loss of revenue or lost profits that may arise from or in connection with the use of the information. Our proprietary trading
and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein. Past
performance is not necessarily a guide to future performance .The disclosures of interest statements incorporated in this report
are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. We will not treat recipients as customers by virtue of
their receiving this report.

HSL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to
time, have long or short positions in, and buy or sell the securities thereof, of company(ies), mentioned herein or (b) be engaged in
any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial
instruments of the subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or
have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the
time of publication of research report or at the time of public appearance.

Investments in securities market are subject to market risks, read all the related documents carefully before investing.
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