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RATED BEST AGROLIFE | Agrochemicals

Up-and-coming agrochem player

Best Agrolife (BAL, Not Rated) is a midsized crop-protection chemical company
(FY20 sales Rs 6.1bn), with diversified products across insecticides, fungicides and
herbicides, a strong pack-to-pack (P2P) presence and fast-growing brand business.
A focus on specialty molecules and market reach has led to above-industry growth
(17%149% sales/EBITDA CAGR, FY16-FY20). BAL claims to have maximum
registrations in India (300+ formulations). It expects to triple FY20 profits in
three years with mid-teen ROCE. The stock trades at 36x Q1 annualised EBITDA.
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Growing agrochem player: BAL has 2.3% market share in the US$ 3.5bn
domestic agrochem market and aims to become a significant player in the next
three years. Established in 1992 and listed in Apr'18 (under a merger scheme),
the company has two key segments: P2P (85% of FY20 agrochem sales) and
branded. It also has a technical unit under a separate private entity (Best Crop

Science LLP), which is being made a subsidiary of BAL via amalgamation.

Broad portfolio: In FY20, insecticide, herbicide, fungicide, and plant growth
products formed 65%, 25%, 8%, 2% of sales respectively. The brand business
was started in FY16 and contributed 15% (47% CAGR, FY16-FY20). BAL has

a 700+ distributor network with a good presence in the north, west and south.

Potential >407% topline growth in next three years: BAL expects new generation
molecules and specialty business to aid >40% growth in the next three years. In
B2C, it launched two impactful brands (Pydon, Diron) in the last 12 months
and has planned two more launches for early-FY22 — per the company, these
can add potential revenue of Rs 3bn by FY23 vs. FY20 sales of Rs 0.9bn.
Calibrated expansion in distributor reach and targeted penetration in the southern
market would offer support. BAL is aiming for FY23 sales of Rs 17bn (vs. Rs 7bn in
FY20). Export markets (semi-regulated, developed) could contribute from FY23.

Mix shift to support margin expansion: BAL has logged a 17% revenue CAGR
in the last five years (13% in last two years). EBITDA margins have risen from
11% in FY18 to 2.2% in FY20. Revenue/EBITDA surged 82%/179% YoY in
QIFY21 with margins of 2.7%. Growing B2C sales and technical unit integration
can significantly elevate the margin profile (+500bps by FY23, per
management) and return ratios. The stock trades at 36x QTFY21 annualised

EBITDA and 65x annualised EPS.

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda

Important disclosures, including any required research certifications, are provided at the end of this report.
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FIG1- BEST AGROLIFE: FINANCIAL SUMMARY

(Rs mn) FY16 FY17 FY18 FY19 FY20 QIFY21
Total revenues 3,241 3,407 4,758 6,630 6,907 3,629
Growth (%) 70.3 5.1 39.6 393 42 82.2

Ag-chem 3,241 3,407 4,758 5,352 6,071 3,615

Growth (%) 70.3 5.1 39.6 12.5 13.4 104

Plastic trading”™ - - - 1,278 835 14
EBITDA 38 38 54 m 149 98
EBITDA margin (%) 1.2 11 11 1.7 22 27
PBT 14 18 34 73 n7 90
PAT 8 12 22 47 84 55
EPS 04 0.5 1.0 21 3.8 25
Net debt/Equity 4.07 319 0.34 0.08 0.02 NA
ROE (%) 133 n.8 25 27 4.6 NA
ROCE (%) 10.7 7.0 37 5.5 8.4 NA
CFO 24 37 37 74 12 NA

Source: Company, BOBCAPS Research | “Non-core business — to exit from Q2FY21

Growing agrochem player

BAL is amongst the top 20 agrochemical companies in India in terms of Ag-chem
revenue (FY20: Rs 6.1bn). The company claims to have highest number of
product registrations among peers (50+ technicals and 300+ formulations). It has

been the fastest growing company in the sector over FY16-FY20 (revenue: 17%
CAGR, EBITDA: 49%), backed by a wide portfolio and growing brand business.

BAL has a strong P2P presence (85% of FY20 sales) and is considered the
preferred supplier to most leading agrochemical manufacturers in India. Key
clients include UPL, Bharat Rasayan, Jubilant, Adama, Bharat Insecticides,
Coromandel, Indo Gulf Fertilizers and Mahindra Summit Agriscience. The
company has 2.3% market share in the US$ 3.5bn domestic agrochemicals

market which could reach ~4% in FY21, per management.

Business integration to streamline operations

Established in 1992, BAL was amalgamated under a merger scheme with then
commodity trading company Sahyog Multibase (w.e.f. Apr'18). Founder promoter
and MD Vimal Kumar has over 20 years of experience in the field of
agrochemicals, basic chemicals, industrial chemicals, manufacturing and global
marketing. He has holdings in several related companies which are currently
private, including Pavas Chemicals (37.47%) and Best Crop Science LLP (88%).
He also has shareholding in a non-related business, Coolife Restaurant (30%), but

this is managed by other non-family professionals.

To foster good corporate governance, the promoter has decided to integrate all

related businesses under one entity. BAL is in the process of amalgamating Best
Crop Science LLP (technical manufacturing unit, FY20: revenue Rs 2.8bn), but
the process has been delayed due to the sudden Covid-19 outbreak. The same is

expected to take place in the next 3-6 months.
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FIG 2 - BAL AG-CHEM SALES CAGR VS. PEERS
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Source: Company, BOBCAPS Research

FIG 3 - DOMESTIC REVENUE SIZE VS. LONGSTANDING PEERS
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Source: Company, BOBCAPS Research

FIG 4 - SALES GROWTH TREND (AG-CHEM)
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FIG5 - SALES MIX BY PRODUCT CATEGORIES, FY20

Broad portfolio
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Broad portfolio; meaningful player by FY24

BAL entered the branded business in FY16 and aims to become a meaningful
player by FY24. The company has a broad portfolio across the insecticide (65% of
FY20 revenue), herbicide (25%), fungicide (8%) and plant growth regulator
(PGR: 2%) segments. Branded sales grew 47% over FY16-FY20 (35% in last two
years), with product launches in the last two years contributing 7% of sales in FY19
and 26% in FY20. The top 10 brands accounted for 46% of FY20 sales (Eig /).
Key flagship brands include Pydon (1), Nufop (H), Diron () - launched in Q1FY21
and Zodio (F). EBITDA margin in the branded business is 10-12%.

Focus on specialty business

BAL is mainly focusing on innovative formulations, mixtures and combinations
backed by its strong technical capability. It has a product portfolio spanning 20
brands across categories (including two products developed by in-house R&D),
with a full range of over 300 registered formulations (currently serviced in P2P).
The company is looking to leverage its deep product pipeline by selectively
converting some of the new generation molecules into brands — this can offer

signiﬁcant growth potential with high margins.

Key product catalysts and sales potential

The company launched two brands in late FY20, i.e. Pydon (Pyriproxyfen+
Diafenthiuron) and Q-FOP (Quizalofop-Ethyl) vs. four in FY19. Diron
(Dinotefuran) which is a 9(3)-registered insecticide was launched in early FY21
and is a third-generation Neonicotinoid competing with ‘Osheen’ from P!
Industries. BAL has developed this product using in-house R&D and is the first in

India to be granted registration for manufacturing in Jun20.

The company has planned another two launches in combination mixtures,
including one in the insecticide segment in early FY22 (branded sales >US$ 1bn

globally). Management estimates sales potential of Rs 1.5bn-2bn from each of
these products (vs. FY20 sales of Rs 0.9bn from 20 products).

Distribution network — selective approach

BAL has over 700 distributors, 2,000 retailers and 12 major depots, with plans to
add 400 distributors in FY21. The company has a strong reach in the north and
west of India, and is expanding its presence in the south in a big way (Telangana,
Hyderabad, Karnataka, Tamil Naidu). It has a good reach in the states of Punjab,
Haryana, Madhya Pradesh, Gujarat, Uttar Pradesh, Maharashtra and Rajasthan.
For better brand visibility, company organises lots of field assistance and farmer

meets, besides participating in Kisan mela and issuing local advertisements.
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Brands formed 15% of FY20
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FIG 6 - SALES MIX - BRANDED SALES & INSTITUTIONAL SALES

Top 10 brands accounted for
46% of FY20 sales

Flagship brands include
Pydon (1), Nufop (H), Diron
(1) launched in Q1FY21, and
Zodio (F)

Good reach in north and west;
now expanding in the south in

a big way

Target to reach 1,100+
distributors by FY21
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FIG7 - TOP 10 BRANDS IN IN B2C SALES
. % of
Brands Technical name Segment Sales Crops
Pydon Pyriproxyfen 5% + Insecticides 10 Cotton, Vegetables
Diafenthiuron 25% SE
Nufop Clodinafop - Propargyl Herbicide 8 Wheat
15% WP
Azoxystrobin 18.2% wiw Avole. Wh G M
Zodio + Difenoconazole 11.4%  Fungicide 7 PP ?’ eat, Guar, Mango,
Cumin, Pea, Cowpea
w/w SC
Mahabali Thiamethoxam Insecticides 5 Cotton, Paddy, Wheat, Vegetables,
30%FS Fruits
} Cotton, Okra, Cabbage,
Emamectin Benzoate - . .
Irma 5% SG Insecticides 5 Chillies, Brinjal, Red Gram,
° Tomato, Pulses, Chickpea, Grapes
SulfoGold Sulfo-Sulforon 75% Herbicide 3 Wheat
Rich Grow Bio-enhancer PGR 3 All Crops
Q-FOP Quizalofop Ethyl Herbicide 5 Soybean, Cotton, Onion
5% EC Groundnut, Black Gram
N\ajour Chlorlmuron Ethyl Herbicide 2 Soya Bean’ Rice
25% WP
Mycoriser Gold Microrisa Bio-Fertilizer 2 All Crops
Top 10 as % of 46
Branded sales
Source: Company, BOBCAPS Research
FIG 8 — DISTRIBUTION NETWORK
(Nos) M Distributor
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8,000
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Source: Company, BOBCAPS Research
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Mix shift to support margin expansion; FCF remains in focus

BAL has logged a 17% revenue CAGR over the last five years (13% in the last two
years), and EBITDA margins have risen from 1.1% in FY18 to 2.2% in FY20. The
branded and P2P businesses earn margins of 8-10% and 2-3% respectively. With
the growing brand sales led by specialty molecules and integration of the technical
manufacturing unit (Best Crop Science LLP), management expects EBITDA
margins to expand significantly by SO0bps in the next 3-4 years. BAL thus expects
to triple its FY20 profits and post mid-teens ROCE (8% in FY20) by FY23.

Revenue/EBITDA surged 82%/179% YoY and margins were at 2.7% in Q1FY21.
The company has launched Diron in Q1 which it believes could be a Rs 1bn
molecule in FY21 with high margins. Over FY19-FY20, cumulative free cash
totalled over Rs 500mn, led by better collections and improved operational

performance — this will remain a key focus area in coming years.

FIG 9 - EBITDA MARGINS

BAL expects EBITDA
margins to expand by

>500bps in next 3-4 years
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ROCE guided to rise to mid-
teens by FY23 vs. 8% in FY20
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Source: Company, BOBCAPS Research

FIG 10 - ROCE AND ROE TREND
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FIG 11 - FREE CASH AND CASH CONVERSION CYCLE TREND
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Other business highlights

EQUITY RESEARCH

Export market sales to start from FY23: BAL has already begun registering
products for semi-regulated and regulated markets. The company does not
intend to enter open markets. Within the semi-regulated segment, key focus
geographies are Vietnam, Thailand and the Middle East. Among regulated
markets, Europe and LATAM are focus areas.

Inorganic expansion plans: The company is looking to double its existing
25,000mtpa capacity to 50,000mtpa in FY21 via inorganic acquisition of a
formulations unit. It already has product registrations in place and hence aims
to shorten the time-to-market. Management has earmarked capex of

Rs 150mn-500mn for this purpose and is currently evaluating two takeover
proposals, including one with an MNC company (target plant size Rs 500mn;

i.e. fixed assets). Maintenance capex is minimal.

Integrated R&D centre to improve product basket: An integrated R&D
centre was set up in UP (Gajraula) in 2016 mainly to develop a portfolio of
new specialty molecules and innovative mixtures, besides process development
for import substitution. The centre has synthesis and analytical capabilities and

~10 inhouse scientists.

This has aided development and registration of two proprietary technical or
9(3) products— Dinotefuron 20% SG, and Pyraclostrobin 100g/I CS. For
both, BAL was the first to be granted manufacturing registration in India. The
company is working on multiple innovative mixtures within herbicides and

fungicides that can substantially improve the product basket.

No exposure to banned molecules: BAL does not manufacture or sell
products under the 27 molecules banned as per the May’20 draft notification
issued by the Ministry of Agriculture.
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= Backward integration underway: Ongoing backward integration measures are
expected to reduce the raw material dependency on China to 30% (from

50% currently) in the next two years.

= Bulk sales of technicals are low: In P2P, BAL is mainly involved in contract

manufacturing of formulations.

The stock is trading at 36x Q1FY21 annualised EBITDA and 65x annualised EPS.
We do not have a rating on BAL.

FIG 12 - PEER VALUATION

o Price Mesp . P/E () EV/EBITDA () ROCE (%)

Sl R USSmm) e FY21E FY22E FY21E FY22E FY20
Dhanuka Agritech 712 461 NOTRATED 19.4 17.0 145 129 28
Insecticides India 468 132 NOTRATED 89 73 6.0 51 124
Pl Industries 1,886 3897 BUY 401 316 233 18.4 28
Rllis India 290 768 NOTRATED 240 206 159 13.4 153
UPL 495 5145  BUY 145 12 8.0 66 95
Average 21.4 17.6 13.6 13 16.6
Best Agrolife 655 196 NOTRATED 655 - 363 - 83

Source: BOBCAPS Research, Bloomberg
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Disclaimer

Recommendations and Absolute returns (%) over 12 months

BUY - Expected return >+15%
ADD - Expected return from >+5% to +15%
REDUCE - Expected return from -5% to +5%

SELL - Expected return <-5%

Note: Recommendation structure changed with effect from 1January 2018 (Hold rating discontinued and replaced by Add / Reduce)

Rating distribution

As of 31 August 2020, out of 100 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 48 have BUY ratings, 21 have ADD ratings, 11 are
rated REDUCE and 20 are rated SELL. None of these companies have been investment banking clients in the last 12 months.

Analyst certification

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about the
subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the specific

recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOBCAPS.

General disclaimers

BOBCAPS is engaged in the business of Institutional Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited
and BSE Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries

engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPSs activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory
authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS has obtained registration as a Research Entity under SEBI (Research Analysts) Regulations, 2014, having registration No.: INHOO0000040 valid till
03 February 2020. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated
20 November 2017.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of
any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory

board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to the
opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are 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. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be
illegal. We are not soliciting any action based on this material. It is for the general information of BOBCAPS's clients. It does not constitute a personal recommendation
or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this

material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice.

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities —that give rise to substantial risk and are not suitable for all
investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as such.
Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information discussed in

this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long” or
“short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or dispose
of any such securities (or investment). We and our affiliates may act as market makers or assume an underwriting commitment in the securities of companies discussed
in this document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment

banking or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.
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For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of

the equity shares of the subject company, the holdings of the issuer of the research report is also included.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an adverse
effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by foreign
currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and understood the

Risk disclosure document before entering into any derivative transactions.

In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933. No part of this document may be distributed

in Canada or used by private customers in the United Kingdom.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent.

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014
The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her
relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date of

publication of this report.

The research analyst(s) has not received any compensation from the subject company in the past 12 months. Compensation of the research analyst(s) is not based on

any specific merchant banking, investment banking or brokerage service transactions.

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.

The research analyst(s) has not served as an officer, director or employee of the subject company.

BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS’s associates may have financial interest in the subject company. BOBCAPS's associates may hold actual / beneficial ownership of one per cent or more

securities in the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject

company for any other assignment in the past 12 months.

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment
banking services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for services
in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory services in a
merger or specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or merchant

banking or brokerage services from the subject company in the past 12 months
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