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Worst behind; Green shoots few quarters away

Domestic revenue was affected due to delayed monsoon F:g‘é MULATE T4P Rs) Up/D"]‘f;)
in the south region & lower reservoir level.Rabi acreage s a5
was also lower on YoY basis leading to delayed Market data
sowing.Exports saw a pain but management is confident Current price Rs 400
of exports recovering back from 4QFY24.Supply to SCC MarketCap Rs.Bn) Rs Bn) 200
Japan is expected to resume in 4QFY24 & some revenue MaketCapUSSMn) (US$ Mn) 2,406
shall be booked this fiscal year(Our estimate suggests : EZCVTIV""I'(“EH_ " :S " 3]7?
Rs.500 Mn).Also export to LATAM is expected to be eeks High/Low o /
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positive going forward owing to seasonality in export BSE Code 542920
market & demand recovery is expected to be strong. Bloomberg SUMICHEMIN

Source: Bloomberg

Molecules for Rs.3bn capex will be approved post
environmental clearance & feasability study in calendar
year 2024.SCIL has launched 6 new products in 9MFY24 One Year Performance
& expected to launch several 9(3) molecules in upcoming 0

year. 110 |

Looking at poor sowing in rabi season with lower
reservoir levels we believe FY24 could be a wash out. 90 +
However, export demand is picking up gradually.Gross
margin expansion of ~450 bps in 3QFY24 over 3QFY23 is 70 - - - '
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1st step towards reversal & EBITDA margins are
expected to reach company average once volume picks
leading to better operating leverage. All agrochemical
companies are maintaining short inventory cycles to
manage prices better. FY25 will be key to watch out as
SCIL’s product launches should gain traction in domestic
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market & export recovery is expected over the next few Fromoters 75 75
quarters. However, this slow recovery keeps the EPS for Public 25 25
FY26e to similar levels which was largely baked in our Total 100 100
model. Source: Bloomberg
With EPS growth of ~7% over FY23-26e we expect
historical multiple to moderate in the range of 25-30x
compared to 45-60x when EPS CAGR was closer to 30%+
as commanded by MNC companies in downturn cycle.

Key Risks :

Financial Summary p—— 8
roduct Ban

Y/E Mar (Rs mn) FY21 FY22 FY23 FY24e FY25e FY26e

Net sales 26,449 30,612 35,110 27,373 36,552 44,241 > Effect of low or erratic rainfall
EBIDTA 4,869 5,999 6,666 4,390 6,836 8,737 > Change in government policies
Margins 18.4 19.6 19.0 16.0 18.7 19.7

PAT (adj) 3,453 4,236 5,022 3,463 5,127 6,489 > Parent having delisted subsidiary
Growth (%) 68.8 22.6 18.6 -31.0 48.0 26.6 companies in past

EPS 6.92 8.49 10.06 6.94 10.27 13.00

P/E (x) 58 47 40 58 39 31

P/B (x) 13 10 8 7 6 5

EV/EBITDA (x) 40 33 29 43 28 22

RoE (%) 25 24 23 14 18 19

ROCE (%) 33 34 31 19 24 26

RolC (%) 35 29 28 20 24 26
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Valuation :

At CMP of Rs.400 stock trades at 31x FY26e EPS of Rs.13.We
value company at 35x FY26e EPS arriving at a target price of
Rs.455 & we have a “ACCUMULATE” rating on the stock.

Key financial highlights
Revenue at INR 5,420 Mn, -28% YoY / -40% QoQ
EBITDA (Excl Ol) at INR 658 Mn, -45% YoY / -65% QoQ
EBITDA margin (Excl Ol) at 12.1% vs 16.0% / 20.8% in 3QFY23 / 2QFY24
PAT at INR 571 Mn, -37% YoY / -62% QoQ
EPS stood at INR 1.1 vs 1.81 / 2.87 in 3QFY23 / 2QFY24

Quarterly Financials

(Rs.Mn) 3qFv24 | 3aFv23| Y COWth 5 0pypq Q0QGrowth
(%) (%)
Revenue from Operations 5,420 7,530 -28% 9,035 -40%
Other Income 269 132 104% 246 9%
Total RM Cost 3,265 4,873 -33% 5,569 -41%
Employee Benefits Expense 539 523 3% 589 -8%
Other Expenses 958 929 3% 997 -4%
Total Expenses 4,762 6,326 -25% 7,155 -33%
EBITDA (Excluding Other Income) 658 1,204 -45% 1,879 -65%
Depreciation and Amortisation Expenses 161 114 41% 158 2%
EBIT / PBIT 766 1,222 -37% 1,967 -61%
Finance Costs 12 13 -7% 12 -2%
EBT/ PBT 754 | 1,209 -38% 1,955 -61%
Tax Expense 183 304 -40% 487 -62%
Net Profit after Tax 571 905 -37% 1,468 -61%
Adj Earning Per Share 1.10 1.81 -40% 2.87 -62%
Margins (%) (In bps) (In bps)
Gross Margins 39.8%! 35.3% 447 38.4% 140
EBITDA Margins (Excl Other Income) 12.1%{ 16.0% -385 20.8% -866
PAT Margins 9.6%! 11.8% -219 15.5% -584
As a % to sales
RMas a % to sales 60.2%; 64.7% 61.6%
EE Costas a % to sales 9.9% 7.0% 6.5%
Otherexps as a % to sales 17.7%: 12.3% 11.0%

Source: Dalal & Broacha Research
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Key Pointers

Reservoir level @ 63% of live capacity as on 14" Dec 2023 (vs 79% LY / vs 68% for 10 Yr
Long term average)

Broad based lower reservoir levels of their live capacity on YoY basis [ South @ 42% vs
79% ; Western @ 77% vs 86% ; Central region @ 73% vs 81%]

Rabi Sowing @ 5.1% lower compared to previous year

Supply to SCC Japan has started in expected to generate some revenue in 4QFY24 [Target
commercialization over next 1 year ; Capex : Rs.1.2 bn & Revenue potential : Rs.2-2.5
bn p.a.]

Capex for next phase of Rs.3bn will be approved by board once the receive
environmental clearance & feasibility results. We believe even if newer molecules get
approved from SCC Japan that would result in capex over FY26 & revenues will reflect in
FY27

Near term recovery is possible from [1] Speciality products scaling in domestic market
[2] Supplies to SCC Japan for 5 molecules & [3] Incremental supplies to LATAM

Launches
9MFY24 : 6 Products

Next Year : Company plans to launch several unique 9(3) molecules for domestic market

Management commentary on key points [As mentioned in investor PPT]

Management expects domestic agrochemical demand to start normalizing from 4QFY24
based on improving realisations & demand normalisation with a key assumption of
normal monsoon

Export demand is also expected to revive from expected re-stocking by global players
following the onset of cropping season in key export destinations (the LATAM, USA and
Europe)

Valuation & Outlook

Looking at poor sowing in rabi season with lower reservoir levels we believe FY24 could be a wash
out. However, export demand is picking up gradually.Gross margin expansion of ~450 bps in 3QFY24
over 3QFY23 is 1st step towards reversal & EBITDA margins are expected to reach company average
once volume picks leading to better operating leverage. All agrochemical companies are maintaining
short inventory cycles to manage prices better.FY25 will be key to watch out as SCIL’s product
launches should gain traction in domestic market & export recovery is expected over the next few
quarters. However, this slow recovery keeps the EPS for FY26e to similar levels which was largely
baked in our model.

With EPS growth of ~7% over FY23-26e we expect historical multiple to moderate in the range of 25-
30x compared to 45-60x when EPS CAGR was closer to 30%+ as commanded by MNC companies in
downturn cycle.

Valuation : At CMP of Rs.400 stock trades at 31x FY26e EPS of Rs.13.We value company at 35x
FY26e EPS arriving at a target price of Rs.455 & we have a “ACCUMULATE” rating on the stock.
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Financials
P&L (Rs mn) FY21 FY22 FY23 FY24e FY25e FY26e
Net Sales 26,449 30,612 35,110 27,373 36,552 44,241
Operating Expenses -16,554 -19,080 -22,706 -17,382 -23,210 -27,960
Employee Cost -1,943 -2,020 -2,184 -2,454 -2,667 -2,898
Other Expenses -3,084 -3,513 -3,554 -3,148 -3,838 -4,645
Operating Profit 4,869 5,999 6,666 4,390 6,836 8,737
Depreciation -466 -448 -519 -612 -679 -752
PBIT 4,403 5,551 6,147 3,777 6,157 7,985
Other income 186 268 449 912 763 762
Interest -56 -62 -54 -59 -65 -72
PBT 4,533 5,757 6,542 4,630 6,855 8,676
Profit before tax 4,533 5,757 6,542 4,630 6,855 8,676
Provision for tax -1,079 -1,522 -1,520 -1,167 -1,727 -2,186
Profit & Loss from - - - - - -
Reported PAT 3,454 4,235 5,022 3,463 5,127 6,489
M -1 0 - - - -
Owners PAT 3,453 4,236 5,022 3,463 5,127 6,489
Adjusted Profit 3,453 4,236 5,022 3,463 5,127 6,489
Balance Sheet (Rs mn) FY21 FY22 FY23 FY24e FY25e FY26e
Equity capital 4,991 4,991 4,991 4,991 4,991 4,991
Reserves 10,421 14,281 18,826 21,874 26,232 31,748
Net worth 15,412 19,272 23,818 26,866 31,224 36,740
Ml 1 0 0 0 0 0
Non Current Liabilites 669 738 702 762 831 910
Current Liabilites 10,637 10,086 9,172 7,788 10,197 12,186
TOTAL LIABILITIES 26,719 30,096 33,691 35,416 42,253 49,836
Non Current Assets 3,676 4,876 5,812 6,130 7,198 8,404
Fixed Assets 2,925 3,892 4,678 4,949 6,033 7,077
Right of Use Assets 311 364 332 381 439 505
Financial Assets 53 301 359 352 275 367
Deferred Tax Asset 204 216 349 349 349 349
Advances 8 8 6 6 6 6
Assets 176 95 87 91 96 101
Current Assets 23,044 25,220 27,879 29,286 35,055 41,432
Current investments 2,902 3,560 2,388 2,555 2,734 2,925
Inventories 7,544 9,378 8,887 8,334 11,128 13,406
Trade Receivables 8,482 8,431 9,461 7,499 10,014 12,121
Cash and Bank Balances 2,421 791 3,028 6,949 6,863 8,356
Advances 23 5 5 5 5 5
Other Financial Assets 169 1,745 2,849 2,849 2,849 2,849
Other Current Assets 1,503 1,310 1,261 1,095 1,462 1,770
TOTAL ASSETS 26,719 30,096 33,691 35,416 42,253 49,836
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Cashflow (Rs mn) FY21 FY22 FY23 FY24e FY25e FY26e
Net Profit 3,453 4,236 5,022 3,463 5,127 6,489
Add: Dep. & Amort. 466 448 519 612 679 752
Cash profits 3,919 4,684 5,541 4,076 5,807 7,241
(Inc)/Dec in

-Sundry debtors 15 51 -1,029 1,961 -2,515 -2,107

-Inventories -1,664 -1,834 491 553 -2,794 -2,277

-Loans/advances -441 -1,209 -1,182 162 -372 -312
-Current Liab and Provisions 2,441 -620 -912 -1,372 2,421 2,002
Change in working capital 352 -3,612 -2,633 1,304 -3,260 -2,695
CF from Oper. activities 4,271 1,072 2,908 5,380 2,547 4,546
CF from Inv. activities -2,498 -2,374 -159 -1,093 -1,922 -2,145
CF from Fin. activities -287 -327 -513 -366 -712 -908
Cash generated/(utilised) 1,485 -1,629 2,237 3,921 -86 1,494
Cash at start of the year 935 2,421 791 3,028 6,949 6,863
Cash at end of the year 2,421 791 3,028 6,949 6,863 8,356
Ratios FY21 FY22 FY23 FY24e FY25e FY26e
OPM 18.4 19.6 19.0 16.0 18.7 19.7
NPM 13.0 13.7 14.1 12.2 13.7 14.4
Taxrate -23.8 -26.4 -23.2 -25.2 -25.2 -25.2

Growth Ratios (%)

Net Sales 9.1 15.7 14.7 -22.0 335 21.0
Operating Profit 46.1 23.2 11.1 -34.1 55.7 27.8
PBIT 50.7 26.1 10.7 -38.5 63.0 29.7
PAT 68.8 22.6 18.6 -31.0 48.0 26.6

Per Share (Rs.)

Net Earnings (EPS) 6.92 8.49 10.06 6.94 10.27 13.00
Cash Earnings (CPS) 7.85 9.38 11.10 8.17 11.63 14.51
Dividend 0.55 0.80 1.20 0.83 1.54 1.95
Book Value 30.88 38.61 47.72 53.82 62.55 73.61
Free Cash Flow 7.78 -0.46 2.82 6.50 1.05 5.07

Valuation Ratios

P/E(x) 58 47 40 58 39 31
P/B(x) 13 10 8 7 6 5
EV/EBIDTA(x) 40 33 29 43 28 22
Div. Yield(%) 0.14 0.20 0.30 0.21 0.39 0.49
FCF Yield(%) 1.95 -0.12 0.70 1.62 0.26 1.27

Return Ratios (%)

ROE 25% 24% 23% 14% 18% 19%
ROCE 33% 34% 31% 19% 24% 26%
RolC 35% 29% 28% 20% 24% 26%

Source: Dalal & Broacha Research
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Disclaimer

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B (CINU67120MH1997PTC111186) was established
in 1997 and is an integrated financial services player offering an extensive range of financial solutions and services to a
wide spectrum of customers with varied needs ranging from equities to mutual funds to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited
(NSE). D&B along with its affiliates offers the most comprehensive avenues for investments and is engaged in the
securities businesses including stock broking (Institutional and retail), depository participant, portfolio management and
services rendered in connection with distribution of primary market issues and financial products like mutual funds, fixed
deposits. Details of associates are available on our website i.e. www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INHO00001246 as per SEBI (Research
Analysts) Regulations, 2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock
exchange with whom it is registered in any time in the past. It has not been debarred from doing business by any Stock
Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled by SEBI at any point of time.
SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued advice
letters or levied minor penalty on D&B for certain operational deviations in routine course of business.

D&B offers research services to clients as well as prospects. The analyst for this report certifies that all of the views
expressed in this report accurately reflect his or her personal views about the subject company or companies and its or
their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific
recommendations or views expressed in this report.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014
with reference to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.
The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the end
of the month immediately preceding the date of publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more | No
securities of the subject company at the end of the month immediately preceding the date of
publication of Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the subject company. No
Whether the research Analyst has served as officer, director or employee of the subject | No
company

Whether the Research Analyst has received any compensation from the subject company in | No
the past twelve months
Whether the Research Analyst has managed or co-managed public offering of securities for the | No
subject company in the past twelve months
Whether the Research Analyst has received any compensation for investment banking or | No
merchant banking or brokerage services from the subject company in the past twelve months
Whether the Research Analyst has received any compensation for products or services other | No
than investment banking or merchant banking or brokerage services from the subject company
in the past twelve months

Whether the Research Analyst has received any compensation or other benefits from the | No
subject company or third party in connection with the research report

D&B and/or its affiliates may seek investment banking or other business from the company or companies that are the
subject of this material. Our salespeople, traders, and other professionals may provide oral or written market
commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein,
and our proprietary trading and investing businesses may make investment decisions that may be inconsistent with the
recommendations expressed herein.

In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to
real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important
information regarding our relationships with the company or companies that are the subject of this material is provided
herein. This report is not directed to, 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 or regulation or which would subject D&B or its group companies to any registration or
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licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation
to any U.S. person for the purchase or sale of any financial instrument or as an official confirmation of any transaction to
any U.S. person. Unless otherwise stated, this message should not be construed as official confirmation of any
transaction. No part of this document may be distributed in Canada or used by private customers in United Kingdom. All
material presented in this report, unless specifically indicated otherwise, is under copyright to D&B. None of the material,
nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party,
without the prior express written permission of D&B . All trademarks, service marks and logos used in this report are
trademarks or registered trademarks of D&B or its Group Companies. The information contained herein is not intended
for publication or distribution or circulation in any manner whatsoever and any unauthorized reading, dissemination,
distribution or copying of this communication is prohibited unless otherwise expressly authorized. Please ensure that you
have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and
Exchange Board of India before investing in Indian Securities Market. In so far as this report includes current or historic
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021.
Tel: 91-22- 2282 2992, 2287 6173 | E-mail: equity.research@dalal-broacha.com
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