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@ Canara Bank Securities Ltd

A WHOLLY OWNED SUBSIDIARY OF CANARA BANK

IPL is one of the fastest-growing agrochemical company with
over 56% export revenue. The company has posted spectacular
performance for the last three fiscals. IPL is a net debt free com-
pany with profitability ratios, ROE and ROCE at 34.63% and
45.18% in FY2021, respectively.

The company would trade at P/E of 24.52x for FY21 which is
quite attractive as compared to listed peers. Considering the
company’s capacity expansion plans and growth prospectus, we
recommend ‘SUBSCRIBE’ for listing and long term gains.
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India Pesticides Limited
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About the Company

Incorporated in 1984, India Pesticides Limited (IPL) is one of the
leading agrochemicals manufacturers in India. The company oper-
ates in two business verticals; Technicals and Formulations. It man-
ufactures herbicide, fungicide Technicals, and Active Pharmaceuti-
cals Ingredients (APIs). It is the sole Indian manufacturer of several
Technicals i.e. Folpet, Thiocarbamate, and Herbicide. The company
also manufactures 30+ formulations of insecticides, fungicides, and
herbicides.

Its Technicals are majorly exported to 20+ countries including Aus-
tralia, Asia, Africa, and European countries, contributed 62% of
technical segment revenues in Fiscal 2020. However, agrochemical
formulations are primarily sold to domestic crop protection manu-
facturers i.e. Syngentia Asia Pte Ltd, UPL Ltd, ASCENZA AGRO, S.A.,
Conquest Crop Protection Pty Ltd, Sharda Cropchem Limited, and
Stotras Pty Ltd.

Currently, the firm has two manufacturing plants UPSIDC Industrial
Area at Dewa Road, Lucknow and Sandila, Hardoi in Uttar Pradesh,
India with an installed capacity of 19,500 MT for agrochemicals and
6500 MT for formulations.

Promoters
Anand Swarup Agarwal and the ASA Family Trust

Objective of the Offer

The IPO proceed will be utilized towards following purposes:
1. To finance the working capital requirements of the company.
2. To meet general corporate purposes.

INDIA PESTICIDES LIMITED

IPO NOTE

Date: 22.06.2021

Issue details

Price Band (in ¥ per share) 290-296
Issue size (in T Crore) 800
Offer for Sale (in ¥ Crore) 700

Total number of shares
(lakhs)

275.86-270.27

Issue open date 23-06-2021
Issue close date 25-06-2021
Tentative date of Allotment 01-07-2021
Tentative date of Listing 05-07-2021

Offer Allocation

QIB - 50 %, Retail- 35%,
NIB - 15%

Minimum order quantity

50

Face value (in )

Amount for retail investors
(1 lot)

14500-14800

Maximum number of shares
for Retail investors at lower
Band

650(13 Lots)

Maximum number of shares
for Retail investors at upper
band

650(13 Lots)

Maximum amount for retail
investors at lower Band-
upper band (in )

188500-192400

Exchanges to be listed on

BSE, NSE
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Canara Bank Securities Ltd

Particulars (Rs. Cr)* FY21 FY20 FY19
Share Capital 11.18 3.18 3.18
Net Worth 389.5 256.84 187.02
Revenue from Operation 648.95 479.63 340.69
EBITDA 189.52 103.66 70.63
EBITDA Margin (%) 29.20% 21.61% 20.73%
PAT 134.53 70.80 43.92
PAT Margin (%) 20.73% 14.76% 12.89%
EPS(Rs) 12.07 6.35 3.94
Net Asset Value (Rs) 34.94 23.05 16.79
P/E # 24.52 - -
P/B # 8.47 - -
Source: RHP, *Restated Consolidated, FV Rs.1/-, # Calculated at the upper price band

Global Agrochemical Market Overview

The global agrochemicals market was valued at US $ 62.5 billion in 2019 and is forecasted to reach US $ 86 billion by 2024 growing
at a compound annual growth rate (“CAGR”) of 6.6%. The rising population across the world, accompanied by rising affluence, is
seeing a shift in consumption patterns. There is a need to not just increase production to meet demand but also to ensure that the

nutritional needs of an increasingly affluent population are met.

CAGR: 5.15%

2014

CAGR: 6.6%

2019

2024F

Source: Frost & Sullivan Research & Analysis

Source: RHP, CBSL

Global agrochemicals market segmentation

Global agrochemicals market can further be segmented into synthetic pesticides and bio-pesticides. Bio-pesticides are expected to
be growing with 16% growth rate over the next half decade, compared to 5% growth rate recorded by synthetic pesticides globally.
Total agrochemicals market is projected to grow from US $ 62.5 billion in 2019 to US $ 86 billion by the end of 2024.
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Global agrochemicals market segmented by product type (by value)

2014 global crop protection market 2019 global crop protection market
" Herbicides M Fungicides M Insecticides " Herbicides M Fungicides M Insecticides
Synthetic Bio-pesticides Synthetic Bio-pesticides
Pesticides Pesticides
US S 431 Bn US $ 4.3 Bn UsS 5 55 Bn UsS $ 7.5 Bn

2024F global crop protection market
" Herbicides M Fungicides M Insecticides

Synthetic Bio-pesticides
Pesticides
US S 70.5 Bn US 5 15.5 Bn

Source: Frost & Sullivan Research & Analysis

Source: RHP, CBSL

Global agrochemicals market segmentation by geography
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Source: RHP, CBSL

The Asia Pacific region dominates the regional demand for agrochemicals due to agriculture consumption needed in order to feed
the growing and already higher population. Countries, such as, India, China, Indonesia and Australia, dominate the usage of crop
protection chemicals in the Asia Pacific region. Europe and North America are also high demand centres for agrochemicals with ma-
jor imports of active ingredients from China.
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Industry Review

INDIAN AGROCHEMICAL INDUSTRY

India crop protection industry overview

India crop protection chemicals exports have grown at an approximate CAGR of 9% during the years 2015 to 2019. The actual export
contribution of crop protection chemicals was 50% of total domestic production (by value) in 2019. Exports are projected to grow to
approximately 55% in 2024, in terms of value. In 2024, exports are expected to grow to US $ 3.1 billion contributing 55% of total
domestic production which is expected to be valued at US $ 5.7 billion. India was the world’s third largest pesticide exporter by vol-
ume in 2018. China leads the exports of pesticides with 27% of market share in the world exports, followed by Germany (8.3%), In-
dia (8%), United States, Belgium and France.

Indian crop protection chemicals market by exports and domestic consumption (US $ billion)

Domestic

W Export

2014 2019 2024F

Source: Frost & Sullivan Research & Analysis

Indian crop protection chemicals market segmentation - by product type Insecticides contribute the highest market share in the
Indian crop protection chemicals market accounting for approximately more than half of the total market. India has almost 10,000
types of plant eating insects. In the agriculture value chain, agrochemicals are the final external stimulus provided to the plants.

India crop protection market by product type (domestic), 2014-2024F
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Source: FICCI, Industry research

India crop protection market by product type (exports), 2014-2024F
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Indian crop protection chemicals market split by business segments, 2014-24F (USS billion)

4.0

31
18 2.5 26
. 1.7
z-u 1.4 - l

2014 2019 2024F

Actives M Formulations

Source: Frost & Sullivan research

Source: RHP, CBSL




Company Review

@ Canara Bank Securities Ltd

IPL has two distinct operating verticals, namely, Technicals and Formulations.

Products Fiscal 2019 Fiscal 2020 Fiscal 2021
Revenue from Sale of As % of Total Revenue from Sale of As % of Total Revenue from | As % of Total
Products Revenue from Products Revenue from Sale Sale of Revenue from
Sale of Products of Products Products Sale of
Products
(& million) (%) (X million) (%) (X million) (%)
Technicals 2.566.59 75.43% 3,832.81 80.19% 5,068.35 78.87%
Formulations 836.01 24.57% 946.77 19.81% 1.357.99 21.13%
Total 3.402.60 100.00% 4,779.58 100.00% 6,426.34 100.00%

Product Portfolio
Technicals - Fungicides

Product Applications (Source: F&S Reports)
Folpet Controls fungal growth at vineyards. cereals. crops. biocide in paints.
Cymoxanil Controls downy mildews of grapes, potatoes, vegetables and several other crops.
Ziram* Addresses scab on apples. pears, peaches, almonds, apricots and cherries. Ziram is also
used as an additive ingredient in industrial adhesives and paint.
Captan® Controls fungal growth on fiuits. vegetables and cereals.

Technicals - Herbicides

Product Applications (Source: F&S Reports)

‘Wheat and rice

Thiocarbamate Herbicides

Technicals - APIs

Product
Anti-scabies drug
Anti-fungal drug

Applications (Source: F&S Reports)
Dermatology - Used in the treatment of scabies and peduclosis.
Dermatology - Fungicidal drug that acts on fungal hyphae and inhibits squalene epioxidase.

Formulations

Applications (Source: F&S Reports)

Used on paddy. Bengal gram black gram, green gram, tea, red gram, sugarcane and cotfon, against
pests such as brown plant hoppers. green leaf hopper. leaf roller/folder. vellow stemborer shoot fly.
pod borer, leaf minor, early shoot borer, mealy bug, pyrilla, scale insect. stalk bore, American beoll
worm, aphid, leaf hopper, grey weevil, spotted bollworm, pink bollworm, thrips and white fly.

Crotax — 36

Chlorax — 20 Used on paddy. cotton, brinjal, cabbage, onion, apple and citrus, against pests such as hispa, leaf roller,
gall midge. stem borer, whorl maggot, aphid. bollworm. white fly, shoot and fruit borer. diamond

‘blackmoth, root grib, aphid, leaf hopper. black citrus and aphid.
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Tridewv Used on cotton for controlling bolbworm.

IPL 505 Used on cotton and paddy against pests such as aphid, whitefly, jassid. thrips. whitefly, American

bollworm, spotted bollworm and leaf hopper.

IPL Soldier Used on grapes. red gram_ cotton, cabbage. chikpea, brinjal, okra. chilies against pests such as thrips,

pod borer, bollworms, diamond black moth. pod borer, fruit and shoot borer and mites.

IPL Tara Used on mango. potato. cotton, wheat, tea, cumin, tomato. rnice, citmas brinjal. okra and mustard against
pests such as hopper, aphid. jassid, whitefly, mosquito bug, stem borer, gall midge, leaf folder, brown

plant hopper, white-backed plant hopper, greenleaf hopper, thrips and psylla.

Immidiator Used on cofton. paddy. chilies. sugarcane. mango. sunflower and okra against pests such as aphid.
whitefly, jassid, thrips, brown plant hopper, white-backed plant hopper, greenleaf hopper. termite and

hopper.
Used on transplanted rice against weeds such as Echinochloa Crusgalli, Echinochloa Colonum,

Cyperus Difformis, Cypers Isra, Fimbirstylis Miliacea, Eclipta Alba. Ludwigia Pulviflora, Leptochloa
Chinensis, Monochorea Vaginalis and Panicum Repens.

Agni

Takatvar Used on chilies and potato against pests such as fimit rot (anthracnose), early blight and late blight.

Ziram — 27% Used on grape. apple. bean. potato, tomato against pests such as downy mildew anthracnose. scab,

anthracnose, early blight.

Ziram — 807 Used on grapes, apples. beans, potatoes and tomato against pests such as downy mildew. anthracnose,

scab, anthracnose and early blight.

Captax — 507 Used on apples, cherries, grapes. potatoes, tomatoes, chilies. tobacco and coffee against pests such as

scab, brown rot, downy mildew, early blight, late blight. damping off and leaf spot.

Source: RHP, CBSL
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Competitive Strengths

Strong R&D and product development capabilities

IPL has substantial experience in undertaking R&D activities as part of their manufacturing operations. Their R&D places significant
emphasis on identification of appropriate complex Technicals that are suitable for commercialization, improving their production
processes and the quality and purity of their present products and manufacturing new off-patent products. The R&D team compris-
es PhDs, Masters Graduates in chemistry and a biotechnological engineer. They have two well-equipped R&D laboratories, each of
which is registered with the DSIR. Their laboratories are equipped with sophisticated equipment that include gas chromatography
mass spectrometry and high-performance liquid chromatography machines, particle size analyzers, PH meters, Karl Fischer titrators,
conductivity meters, melting point apparatus and water purification systems. Company’s analytical capabilities include critical quali-
ty control measures, non GLP-5 batch analysis, stability studies, method validation and method development. Their R&D efforts also
focus on determining the optimal production process for the Technicals they manufacture and the reduction of energy consumption

Since 2018, their R&D efforts have resulted in the development of processes for products that are not highly toxic and commerciali-
zation of three Technicals, the sales of which contributed to 42.13% of the revenue from operations in Fiscal 2021. They are current-
ly in the process of developing processes for certain Technicals, including 2 fungicides, 2 herbicides, 2 insecticides and 2 intermedi-
ates. They have also commenced construction of 2 manufacturing units at their facility at Sandila that are proposed to be used for
herbicide Technicals.

Diversified portfolio of niche and quality specialized products

IPL’s product portfolio comprises primarily of products that they manufacture in-house allowing them to cater to a wide range of
customers in both domestic and international markets.

As of the date the company has:

¢ Obtained registrations for 22 agro-chemical Technicals and 125 Formulations for sale in India;
¢ Obtained registration for 27 agro-chemical Technicals and 35 Formulations for export;

¢ They have a license to manufacture for 49 agro-chemical Technicals and 158 Formulations.

* For APIs, they have obtained a license for manufacturing 2 drugs for sale;

¢ They manufactured 8 export grade Technicals, 2 APIs and over 30 Formulations.

Long-term relationship with key customers

India is currently the fourth largest producer of crop protection chemicals in the world. Multinationals across the globe are taking
advantage of cost-effective manufacturing in India along with availability of skilled labour. India is expected to emerge as an export
hub for the crop protection chemicals manufacturing, which will be exported to developed and developing economies around the
world. Company’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 R&D capabilities.

Company’s customer relationships are led primarily by their ability to manufacture complex Technicals that go off-patent in a cost
effective, safe and environmentally conscious manner as well as their ability to meet stringent quality specifications. They undertake
exports of their products, and either their customers get their products registered with the relevant regulatory authority or IPL reg-
ister their products with the respective regulatory authority directly. Several of their customers have been associated with the com-
pany for over 10 years and certain of their key customers include crop protection majors, such as, Syngenta Asia Pacific Pte. Ltd. and
UPL Ltd.
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Risk Factors

Presence in the licence and registration dependent industry

IPL is required to obtain and maintain various statutory and regulatory permits, approvals, licenses and registrations to operate the
business. The company has to take obtain required approvals from the Central Insecticides Board and Registration Committee
(“CIBRC”) for 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 business and manu-
facturing facilities would adversely affect operations and financial condition.

Growing consumption of bio-pesticides globally and in India could impose threat to the company

Bio-pesticides are pesticides with biodegradable content that avoids crop losses by means of not affecting the soil fertility. These bio
-pesticides are experiencing increase in usage due to large scale awareness and promotion funded by the Government of India. The
bio-pesticide market is expected to experience a double digit growth in India in the next five years (2019 to 2024) (Source: F&S Re-
ports). IPL currently do not manufacture any bio-pesticides which limits its ability to address the growing demand for such products
by customers. Additionally, as IPL’s competitors increase in production of bio-pesticides, the company may face pricing pressures
from its competitors that produce bio-pesticides at competitive costs and consequently, supply their products at cheaper prices.
Accordingly, it may not be able to address its customers’ requirements or compete effectively with competitors across product
portfolio, which may have an adverse impact on the business, financial condition, results of operations and future prospects.

Inability to identify and understand evolving industry trends, technological advancements, customer preferences and develop
new products to meet customers’ demands may adversely affect business.

R&D is integral to company’s business and IPL is continuously engaged in trying to develop new processes for manufacturing agro-
chemical products or improve or further optimise and streamline the process of the production of various agro-chemical products.
The company’s R&D efforts may not result in new technologies or products being developed on a timely basis or meet the needs of
customers as effectively as competitive offerings. It has invested substantial effort, funds and other resources towards R&D activi-
ties and has set-up two dedicated R&D centers. In FY2019, FY2020, FY2021, IPL’s R&D expenditure was INR 14.61 million, INR 16.32
million and INR 20.15 million, respectively and such expenditure accounted for 0.51%, 0.41% and 0.42% of total expenses in such
periods, respectively. Further, since 2018, its R&D efforts have resulted in the development of processes for products that are not
highly toxic and commercialization of three Technicals, the sales of which contributed to 11.92%, 39.43% and 42.13% of total reve-
nue from operations in FY2019, FY2020 and FY2021, respectively.
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Peer Comparison

Total
Face Income Basic
Name of the compan . NAV P/E P/B RoNW (%
pany Value | inINR EPS / / (%)

crore
India Pesticides Ltd# 1 655.38 12.07 34.94 24.52 8.47 34.54%
Dhanuka Agritech Ltd 2 1145.16 29.71 148.72 | 32.60 6.51 19.45%
Bharat Rasayan Ltd 10 1231.87 371.03 | 1,327.73 | 33.25 9.29 27.83%
UPL Ltd 2 35860.00 23.24 252.37 | 34.77 3.20 9.95%
Rallis India Ltd 1 2286.15 9.51 72.48 36.24 4.76 12.90%
Pl Industries Ltd 1 3415.40 33.08 189.64 | 86.25 | 15.05 15.31%
Sumitono Chemical India Ltd 10 2435.46 4.10 24.48 92.52 | 15.50 16.34%
Atul Ltd 10 4171.10 224.69 1063.63 | 39.72 8.39 19.26%

*P/E & P/B ratio based on closing market price as on June 18th, 2021, At the upper price band of IPO, financial details consolidated audited results
as on FY20, # restated consolidated financials as on FY21
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IPL is one of the fastest-growing agrochemical company with over 56% export revenue. The company has posted spectacular perfor-
mance for the last three fiscals. IPL is a net debt free company with profitability ratios, ROE and ROCE at 34.63% and 45.18% in
FY2021, respectively. IPL has strong sourcing capabilities and extensive distribution network. IPL’s R&D spends as a percentage of
sales ranges in between 1.5% to 2% of total revenue for FY2021 giving rise to customer-centric diversified product portfolio. IPL has
plans to scale up the manufacturing capacities for their existing products through its internal accrual. The company has obtained
approval from the Ministry of Environment, Forest and Climate Change (MoEF) to expand their manufacturing capacity at Sandila to
30,000 MTs.

The company would trade at P/E of 24.52x for FY21 which is quite attractive as compared to listed peers. Considering the company’s
capacity expansion plans and growth prospectus, we recommend ‘SUBSCRIBE’ for listing and long term gains.

Sources: Company Website and red herring prospectus

Canara Bank Securities Ltd
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Analyst Certification
Wel/l Lohit Bharambe, PGPM, MBA, Research Analyst authors and the names subscribed to this report, hereby certify that all of the views expressed in this re-
search report accurately reflect our views about the subject issuer (s) or securities. We also certify that no part of our compensation was, is, or will be directly or
indirectly related to the specific recommendation (s) or view (s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any
compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies
mentioned in the report.

Disclosures and Disclaimers

CANARA BANK SECURITIES LTD (CBSL), a wholly owned subsidiary of CANARA BANK; is a SEBI registered intermediary offering broking services to its institu-
tional and retail clients; we also run a proprietary trading desk. CBSL is member of BSE & NSE. We are registered as RESEARCH ANALYST under SEBI
(INH000001253). CBSL or its associates do not have an investment banking business. Hence, they do not manage or co mange any public issue. Neither CBSL nor
its associates, neither the research analysts nor their associates nor his/her relative (i) have any financial interest in the company which is the subject matter of this
research report (i) holds ownership of one percent or more in the securities of subject company (iii) have any material conflict of interest at the end of the month
immediately preceding the date of publication of the research report OR date of the public appearance (iv) have received any compensation from the subject compa-
ny in the past twelve months (v) have received any compensation for investment banking merchant banking or brokerage services from the subject company in the
past twelve months (vi) have received any compensation for any other product or services from the subject company in the past twelve months (vii) have received
any compensation or other benefits from the subject company or third party in connection with the research report. (viii) Research Analyst involved in the preparation
of Research report discloses that he /she has not served as an officer, director, or employee of subject company (ix) is involved in market making activity of the
company.

We shall adhere to SEBI guidelines from time to time.

We may have earlier issued or may issue in future reports on the companies covered herein with recommendations/ information inconsistent or different those made
in this report. We may rely on information barriers, such as "Chinese Walls" to control the flow of information contained in one or more areas within us, or other are-
as, units, groups or affiliates of CBSL. The Research Desk does not solicit any action based on the material contained herein. It is for the general information of the
clients / prospective clients of CBSL. CBSL will not treat recipients as clients by virtue of their receiving the research report. It does not constitute a personal recom-
mendation or take into account the particular investment objectives, financial situations, or needs of clients / prospective clients. Similarly, the Research Desk does
not have regard to the specific investment objectives, financial situation/circumstances and the particular needs of any specific person who may receive it. The secu-
rities discussed in the report may not be suitable for all investors. The appropriateness of a particular investment or strategy will depend on an investor's individual
circumstances and objectives. Persons who may receive the research report should consider and independently evaluate whether it is suitable for his/ her/their par-
ticular circumstances and, if necessary, seek professional/financial advice. And such person shall be responsible for conducting his/her/their own investigation and
analysis of the information contained or referred to in the research report and of evaluating the merits and risks involved in the securities forming the subject matter
of the reports. All projections and forecasts in research reports have been prepared by our research team.

The client should not regard the inclusion of the projections and forecasts described herein as a representation or warranty by CBSL For these reasons; The client
should only consider the projections and forecasts described in the research reports after carefully evaluating all of the information in the report, including the as-
sumptions underlying such projections and forecasts. Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of origi-
nal capital may occur. 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. We do not provide tax advice to our clients, and all investors are strongly advised to consult regarding any potential investment. CBSL or its
research team involved in the preparation of the research reports, accept no liabilities for any loss or damage of any kind arising out of the use of these reports. The
technical levels and trend etc mentioned in our reports are purely based on some technical charts/levels plotted by software used by us and these charts/levels are
believed to be reliable. No representation or warranty, express or implied is made that it is accurate or complete. The recommendation expressed in the reports may
be subject to change. The recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible
media and should not be reproduced, transmitted or published by the recipient. This research reports are for the use and consumption of the recipient only. This
publication may not be distributed to the public used by the public media without the express written consent of CBSL. The Research reports or any portion hereof
may not be printed, sold or distributed without the written consent of CBSL. The research report is strictly confidential and is being furnished to client solely for cli-
ent's information, may not be distributed to the press or other media and may not be reproduced or redistributed to any other person. The opinions and projections
expressed herein are entirely based on certain assumptions & calculations and are given as part of the normal research activity of CBSL and are given as of this
date and may be subject to change. Any opinion estimate or projection herein constitutes a view as of the date of this report and there can be no assurance that
future results or events will be consistent with any such opinions, estimate or projection. The report has not been prepared by or in conjunction with or on behalf of or
at the instigation of, or by arrangement with the company or any of its directors or any other person. Any opinions and projections contained herein are entirely
based on certain assumptions and calculations. None of the directors of the company or any other persons in the research team accepts any liability whatsoever for
any loss arising from any use of the research report or its contents or otherwise arising in connection therewith. 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 the client has read “Risk Disclosure Document for Capital Market and Derivatives Segments”
as prescribed by Securities and Exchange Board of India (SEBI) before investing in Securities Market. Please remember that investment in stock market is subject to
market risk and investors/traders need to do study before taking any position in the market.
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