
                                                                    www.rudrashares.com                                                                    1 

 

13 November 2019 

FUNDAMENTAL COVERAGE 

INSECTICIDES (INDIA) LTD                                     
RUDRA SHARES &  

STOCK BROKERS LTD 

Index Detail  

Sensex 40116.06 

Nifty 11840.45 

CMP (`) 570 

Target (`) 680 

Upside  19% 

M.Cap (` in cr) 1179.90 

Equity ( ` in cr) 20.67 

52 wk H/L ` 740/392.15 

Face Value ` 10 

Div. Yield 0.35% 

NSE Code INSECTICID  

BSE Code 532851 

Stock Data 

P/E 9 

P/BV 1.58 

BV 360.93 

Valuation Data 

Lead Rationale 

Planning to launch 10 next-generation insecticides, her-
bicides, fungicides, biologicals and Plant Growth Regula-
tors (PGRs) in FY20. 

Already Insecticides India has launched 5 new products in the 
H1FY20. In the coming Quarters, it would launch 3 new prod-
ucts which got delayed due to pending regulatory approvals. 
Thereby by FY20, is planning to launch about 10 next-
generation insecticides, herbicides, fungicides, biologicals and 
Plant Growth Regulators (PGRs).  

Also, company would gradually reduce its sale of generic prod-
ucts having high volumes & low margins and introduce new 
products in the Maharatna category. Company’s focus on R&D 
will result in new product launches. 

 

FY20 GUIDELINES & FOCUS AREAS 

In FY19, around 8 new products were launched that contrib-
uted nearly 45% revenue to the top line. For FY20, manage-
ment expects around 10% revenue from new product 
launches. Also, overall revenue growth is guided to be double 
digit at 8-10% with EBITDA margin improvement of 100-
150bps. 

EV 1564.38 

Net Worth 747.13 

EPS (TTM) 63.29 

Key Financial Data  
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Moreover, is focusing on both backward and forward integration which will help in to 
shrink cost & expand margins across technicals and formulations. 

It is investing around ` 100cr in the next two-three years for new synthesis facilities in 
Gujarat and Rajasthan. Currently, the company has four R&D centres and manufacturing 
facilities in Chopanki in Rajasthan, Samba and Udhampur in Jammu & Kashmir and 
Dahej in Gujarat.  

On the exports side too, it is working on registration in new countries with 100+ ex-
port agreements. Also, is planning to expand into new geographies. Currently, export-
ing to 20+ countries, this number is expected to reach 25+ by the end of FY2020 
with Revenue from exports expected to increase to ` 100 cr.  

 

New launches & Tie-ups 

 

Launched ‘Kunoichi’ 

IIL Launched ‘Kunoichi’, a Patented Miticide of Japan’s Nissan Chemical, at Hy-
derabad. Kunoichi is invented and developed by Nissan Chemical Corporation, Japan 
and will be marketed in India exclusively by the company. This molecule is already 
registered in other parts of the globe such as Japan, South Korea, Colombia, and Ec-
uador. It is effective on different species of mites and has an ovicidal property, provid-
ing a long, effective control on mites affecting Chilles, apple and vegetables. Being the 
latest and most effective miticide available in the world today, the product is very effec-
tive against all types of mites and starts its action as quick as 6 hours.  

 

Joint Venture with OAT Agrio  

Insecticides India, in JV (Joint Venture) with OAT Agrio of Japan, is developing new 
chemical entities (NCE)s and the first product is expected to be commercialized in 
the next three-four years. Another couple of molecules are also in development.  
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The Maharatna Brands 
 

Insecticides India, being A Leading Agro Chemicals Manufacturing Company has 21+ Ma-
haratna products. Amongst all, the leading Maharatna Brands include  

PULSOR, LETHAL, GREEN LABEL, HERCULES, HAKAMA, XPLODE, AIKIDO, SOFIA, 
MCORAJA, HIJACK and FLITE. 

The aggregate installed capacity is stated as under: 

 19,400 KLPA Liquid 

 75,750 MTPA Granules 

 18,770 MTPA Powder 

 13,800 MTPA Active Ingredient & Bulk 

 

 

R&D– Focus on cost reduction with new product launches 

 

Company has 4 R&D centers for developing a comprehensive range of agro chemical prod-
ucts and working on new formulations and new combination products. The main focus lies 
on cost reduction, customer friendly and environment safe products.  

Has developed and commercialized VAM (VaslcularArbuscular Mycorrhiaze), soil energizer, 
Kayakalp. 3-4 new biological products are in the development stage & in pipeline. Moreover, 
with  focus on in-house R&D and international partners, company is focusing into 
launching new products. Has already launched 5 new products during H1 FY2020. 10 
new products are expected to come up for full year FY2020. 
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GROWTH STRATEGY 
 
 Phase out Generic Products- Insecticides would gradually reduce its sale of generic 
 products having high volumes & low margins and introduce new products in the Ma
 haratna category. 

 

Optimum capital structure and operational efficiency– Company is planning for 
 Capex of  ` 100cr in the next two-three years for synthesis facilities in Gujarat and Ra
 jasthan. 

 

Backward and Forward Integration– will result in better margins across technicals 
 and formulations. 

 

 Focussed Approach on Biologicals- Developed and commercialized VAM 
 (VaslcularArbuscular Mycorrhiaze), soil energizer, Kayakalp. Also, 3-4 new biological 
 products in the development stage are in pipeline. 

 

Exports– Company is working on registration in new countries with 100+ export agree
 ments. Also, is planning to expand into new geographies. Currently, exporting to 20+ 
 countries, this number is expected to reach 25+ by the end of FY2020. 

 

 R& D will results in New product launches– With  focus on in-house R&D and inter
 national partners, company is focusing into launching new products. Has already 
 launched 5 new products during H1 FY2020. 10 new products are expected to come 
 up or full year FY2020. 
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Key Financial Points (Q2FY20 & H1FY20 ) 

 
 Revenue from operations increased by 9.8 % Y-o-Y to ` 

503 crores in Q2FY20. For H1FY20, the revenue increased by 

10.8 per cent to ` 861.5 crores from ` 777.3 crores in 

H1FY19. As there was a 20-day delay in the season as a result 

of a prolonged crop cycle, company's Sales growth was mixed.   

 EBITDA grew 4.1% to ` 72cr for Q2FY20 from ` 69.2cr in 
Q2FY19. For H1FY20 as well, insecticides EBITDA increased 
by 8.3 per cent to ` 135 crores  as compared to ` 125 crores 
in H1FY19. 

Despite of various challenging business environments such 
as continuous rainfall in many parts and lower pest infes-
tation, Insecticides achieved this growth.  

 Net Profit surged 13.6% to ` 48.8 crores in Q2FY20 against 
` 43 crores gained in Q2FY19.  

 Since the company’s exports for the H1FY20 increased by 
39 per cent Y-o-Y to ` 22 crores from ` 16 crores, its net profit 
grew by 10.1 per cent to ` 85 crores for H1FY20 from ` 77 
crores for H1FY19. 

The company was able to deliver strong growth in reve-
nues and profitability despite facing economic headwinds, 
owing to its strong product portfolio and increased re-
sponse to its products by farmers.  

EPS for Q2FY20 was reported at ` 23.72 against ` 20.80 in 
Q2FY19. For H1FY20 EPS surged ` 41.19 against ` 37.32 in 
the same period last year. 

For Q2FY20, Higher contribution was from Maharatna prod-
ucts which registered 7.7% growth (y-o-y), driven by higher 
realization in successful recently launched products such as 
Hercules, Sofia, Xplode and Hakama. 
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       EBITDA  margins  for Q2FY20 reported at 
14.3% as against 15.1% in Q2FY19. Similarly, 
for H1FY20, margins stood at 15.7% against 
16.1% in H2FY19. 
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       PAT margins for Q2FY20 reported at 9.7% 
as against 9.4% in Q2FY19. Similarly, for 
H1FY20, margins remained flat at 9.8% against 
9.9% in H2FY19. 
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Opportunities & Challenges 

Company Overview 

Having made a modest foray into Indian Agriculture in 2002, IIL has emerged as a front-line 
performer in India’s crop care market and is all set to grow impressively. IIL owns the pres-
tigious Tractor Brand which is highly popular among the farmers.  

The largest selling brands of IIL include Green Label, Lethal, Victor, Monocil, Pulsor, 
Hakama, Mycoraja, Xplode, Akido, Thimet, Mycoraja etc. IIL’s latest products Kaya-
kalp are expected to add another dimension of growth to the company. 

With a strong product portfolio and a PAN India presence, it is among the few companies in 
the country to have a complete integrated portfolio. Insecticides (India) Limited is today a 
fully integrated company with R&D capabilities, Technical synthesis, large formulation fa-
cilities, edge to edge product portfolio, leading brands in the kitty, global tie ups and strong 
distribution network, which helps the company to reach the farmers in all the parts of the 
country.  

Challenges 

 Stringent environmental regulations 
across the world are increasing the cost of 
developing new products and 
simultaneously delaying the introduction of 
new products in the market. 

 

 As molecule discovery requires huge 
capital & manpower investment, Indian 
companies can spend/spends only 1-2% of 
their revenues in R & D against global MNCs 
which invest about 8-10%, making Indian 
manufacturers uncompetitive globally in 
specialty molecules. 

 

 Lack of education and awareness among 
farmers 

 

 Non-genuine products 

Opportunities 

 India’s capability in low cost manufacturing, 
availability of technically trained manpower, 
seasonal domestic demand, overcapacity, 
better price realization globally and strong 
presence in generic pesticide manufacturing 
offers good scope for contract manufacturing 
and export opportunities.  

  With continuous increase in population, the 
demand for food grains is increasing at a 
faster pace as compared to its production. 

 Growth in herbicides and fungicides 

 

 India’s agrochemical consumption is one of 
the lowest in the world  just 0.6 kgs/hectare 
compared to the US (5-7 kgs/hectare) and 
Japan (11-12 kgs/hectare). Thereby, with the 
increase in awareness and market penetration, 
consumption is likely to improve in the near 
future. 
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Way Forward 

 Prospects of rabi sowing looks bright due to better soil moisture on account of good 
monsoon and full reservoirs, but the general economic slowdown might impact agri-
inputs. 

  Initial delay and deficiency in the south-west monsoon has been mitigated by the re-
surgence of rains during July- September, comfortable reservoir levels predict normal rabi 
sowing. 

 Increase in the Minimum Support Prices for Rabi Crops of 2019-20, disbursal under 
Pradhan Mantri Kisan Samman Nidhi and several other incentives will provided the neces-
sary growth to agriculture sector which has reached a stage of high commercialization. 

 

Valuation Conclusion 

Insecticides India having a strong portfolio & a PAN India presence is among the few com-
panies in the country to have a complete integrated portfolio. Company is focusing on R&D 
which will help in new product launches. The impressive performance from product 
launches & around 10 new products expected to come up by FY20 would add significantly 
to the revenues. Moreover, management guided with a double digit (around 10%)revenue 
target & 100-150bps improvement in EBITDA margins going ahead. Also, the capex plans 
of around `100cr in next 3-4 years for Gujarat and Rajasthan will increase its operational 
efficiency.  

No doubt H1FY20 had not been very good due to crop damage from excess rainfall in 
some parts while shortage in the other parts. However, we expect the upcoming Rabi crop 
season to improve demand for agrochemicals & fertilizers, specifically to the industry. 

 

We are valuing the share price of the 
company  on the basis of P/E valua-
tion considering estimated EPS for 
FY22 at `93.85. The share price tar-
get  for 1-2 year is estimated at ` 
680.  

 

 

 

 

 VALUATION (` In Cr except per share) 

Particulars Amount 

FY 22Est. Earnings 194 

Equity Share Capital 20.67 

FV  10.00 

No. of Equity Shares  2.07 

EPS(FY22Est.) 93.85 

Estimated P/E Ratio 8.7 

Estimated Price/share (Discounted 
@10% for 2 years) 

680 
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 Income Statement and Estimates ( ` in Cr except per share) 

Particulars 201803 201903 2020E 2021E 2022E 

Sales  1073.25 1191.95 1305.24 1439.65 1610.12 

Oth. operating Income - - - - - 

Total Inc. from operations 1073.25 1191.95 1305.24 1439.65 1610.12 

Operating EBITA 925.43 1006.35 1085.31 1182.67 1312.25 

Profit & Loss 

Total Inc. from operations 1073.25 1191.95 1305.24 1439.65 1610.12 

TOTAL EXPENDITURE 834.90  990.80  1023.00  1051.53  1089.64  

EBITDA  147.82 185.6 219.93 256.98 297.87 

Depreciation (17.05) (19.68) (17.05) (27.62) (32.89) 

Rep. profit before othrinc., 
fin.cost,tax & excp. Item 

130.77 165.92 202.88 229.35 264.98 

Goodwill amortization - - - -   

Other Income 3.24 2.31 3.93 4.60 4.18 

Profit from ordinary act. Be-
fore Fin.Cost ,TAX & Exp.Items 

134.01 168.23 206.81 233.95 269.16 

Net financials           

Interest income - - - - - 

Interest expenses (15.92) (15.22) (21.26) (19.77) (17.22) 

Net Financial Items (15.92) (15.22) (21.26) (19.77) (17.22) 

Reported Pre-tax profit 118.09 153.01 185.55 214.19 251.94 

Reported Tax charge (34.12) (30.6) (40.82) (47.12) (57.95) 

Reported Net profit 83.97 122.41 144.73 167.07 194.00 

Minorities       

P/L OF ASSOCIATE CO. 0.32 0.41 - - - 

Rep. NP after min. Int. 84.29 122.82 144.73 167.07 194.00 

Other comprehensive income 4.04 (3.67) - - - 
Rep.Net Income after extra or-
dinary items 88.33 119.15 144.73 167.07 194.00 
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EPS and Dividend 

Dividend Paid (4.13) (4.13) (4.13) (4.13) (4.13) 

Retained earnings 84.20 115.02 140.60 162.94 189.86 

Reported EPS 40.78 59.42 70.02 80.83 93.85 

DPS - originally declared 2 2 2 2 2 

       

Number Of Shares 

Opening Balance  20.67 20.67 20.67 20.67 20.67 

Issued during the Period   - - - - - 

Closing Balance 20.67 20.67 20.67 20.67 20.67 

FV  10.00 10.00 10.00 10.00 10.00 

2.067 2.067 2.067 2.067 2.067 Wtd. Avg. no. of shares   

BALANCE SHEET 

Particulars 201803 201903 2020E 2021E 2022E 

Equity & Liabilities      

Shareholders' Fund           

Share Capital 20.67 20.67 20.67 20.67 20.67 

Reserves and Surplus 527.17 641.34 781.94 944.88 1134.74 

Minority Interests - - - - - 

Total Shareholders' Fund 547.84 662.01 802.61 965.55 1155.41 

Non-Current Liabilities      

Long-term Borrowings 8.28 1.32 8.69 9.13 9.86 

Other LT Liabilities - - - - - 

Deferred Tax Liability 18.84 17.87 18.76 19.70 20.69 

Long term Provisions 0.57 0.75 0.83 0.91 1.00 

Total Non-Current Liab. 27.69 19.94 28.28 29.74 31.54 

Current Liabilities      

Short term Borrowings 96.76 295.17 272.90 236.60 224.20 

Trade  Payables 243.36 279.87 298.90 323.92 359.06 

Other current liability 84.36 97.23 91.37 79.18 64.40 

Short term Provisions 0.29 1.34 1.47 1.62 1.78 

Total current Liab. 424.77 673.61 664.64 641.32 649.45 

Total Equity & Liab. 1000.3 1355.55 1495.53 1636.56 1836.44 
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Assets           
  

Non-Current Assets      

Fixed Assets           

Tangible fixed Assets   248.39 259.2 281.70 305.19 336.70 

Non-current Investments 16.51 12.49 13.61 14.84 16.17 

Long term L&A - - - - - 

Other Non current Assets 15.91 21.43 24.07 27.03 30.35 

Deferred tax receivables - - - - - 

Total Non-Current Assets 280.81 293.12 319.38 347.05 383.26 

Current Assets      

Current Investments - - - - - 

Inventories 407.29 705.11 660.45 726.30 809.89 

Trade Receivables 234.81 244.25 391.57 431.90 486.26 

Cash & cash Equiv. 20.11 9.24 16.06 19.17 33.94 

Short Term L&A 0.06 12.44 12.80 12.80 12.80 

Other current Assets 57.22 91.39 95.28 99.34 110.29 

Total current Assets 719.49 1062.43 1176.16 1289.51 1453.18 

Total Assets 1000.3 1355.55 1495.53 1636.56 1836.44 

Cash & cash equivalents 20.11 9.24 16.06 19.17 33.94 

Other int. bearing assets 16.51 12.49 13.61 14.84 16.17 

Interest-bearing debt 189.4 393.72 372.96 324.91 298.46 

Net interest-bearing debt 152.78 371.99 343.29 290.90 248.35 

Net gearing (%) 27.89% 56.19% 42.77% 30.13% 21.49% 

       

Investments 

Tangible assets           

Gross capex (28.18) (37.91) (46.34) (51.11) (64.40) 

Sale of fixed assets 0.16 0.46 - - - 

Net capex  (28.02) (37.45) (46.34) (51.11) (64.40) 

Depreciation tangibles (17.05) (19.68) (23.83) (27.62) (32.89) 

Note:- The figures shown in the brackets means NEGATIVE.  
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CASH FLOW ANALYSIS 

Particulars 201803 201903 2020E 2021E 2022E 

EBIT  134.01 168.23 206.81 233.95 269.16 

Depreciation  17.05 19.68 17.05 27.62 32.89 

Dep. (ex goodwill) 17.05 19.68 17.05 27.62 32.89 

Mov.  in Inventories   18.49 (297.82) 44.66 (65.85) (83.59) 

Move.  in Debtors   (24.44) (10.90) (147.32) (40.32) (54.36) 

Move. in Creditors   44.67 36.51 19.03 25.02 35.14 

Other W.C Inc./decrease  25.88 (18.23) (5.86) (12.19) (14.78) 

Change in W.C 64.6 (290.44) (89.50) (93.34) (117.59) 

Tax paid  (34.12) (30.6) (40.82) (47.12) (57.95) 

Operating Cash Flow   181.54 (133.13) 93.54 121.12 126.52 

Net interest (15.92) (15.22) (21.26) (19.77) (17.22) 

Cash Earnings 165.62 (148.35) 72.28 101.35 109.30 

Gross CapEx (28.18) (37.91) (46.34) (51.11) (64.40) 

0.16 0.46 - - - Sale of fixed assets   

Net CapEx  (28.02) (37.45) (46.34) (51.11) (64.40) 

Free CF pre dividend 137.6 (185.8) 25.95 50.24 44.90 

Dividend  (4.13) (4.13) (4.13) (4.13) (4.13) 

Free CF post Dividend 133.47 -189.93 21.82 46.11 40.76 

Net acqui./disposals - - - - - 

Net cash flow 133.47 -189.93 21.82 46.11 40.76 
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RATIO ANALYSIS 

Particulars 201803 201903 2020E 2021E 2022E 

Return on assets - 10.12% 10.15% 10.67% 11.17% 

Return on equity - 19.70% 19.76% 18.90% 18.29% 

ROCE   - 25.43% 25.99% 24.34% 23.62% 

              

EBIT Margin - 14.11% 15.84% 16.25% 16.72% 

Pre tax margin - 12.84% 14.22% 14.88% 15.65% 

Net Profit Margin - 10.00% 11.09% 11.60% 12.05% 

              

Total asset turnover - 1.01 0.92 0.92 0.93 

Fixed asset turnover - 4.70 4.83 4.91 5.02 

Equity turnover - 1.97 1.78 1.63 1.52 

              

Current Ratio - 1.58 1.77 2.01 2.24 

Quick Ratio - 0.53 0.78 0.88 0.99 

Cash Ratio   - 0.01 0.02 0.03 0.05 

              

Receivable Days - 73.35 88.90 104.39 104.07 

Inventory Days - 170.32 190.93 175.79 174.12 

Payable Days - 64.10 83.79 75.50 73.59 

Conversion Cycle (Days) - 179.57 196.04 204.68 204.60 

       

Financial Leverage Effect - 1.56 1.52 1.54 1.54 

Debt to Capital - 0.37 0.32 0.25 0.21 

Debt to Equity - 0.59 0.46 0.34 0.26 

Note:- The figures shown in the brackets means NEGATIVE.    
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