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Disclaimer

This presentation is only for educational purposes.

All registered trademarks, copyrights or symbols belong to their respective owners.

I am not a registered SEBI analyst or an adviser.

I may be biased in my views as I have held or am holding position in this business.

Neither does my opinion nor my presentation reflect on any organization I am associated with or working for.



Value chain
Raw material

IntermediatesAarti, Lonza, Punjab, Toray, etc.

Active 
ingredient / 
technicals

Generic
India pesticides, Rallis, UPL, 

Heranba, Astec, etc.
Patented Innovators: Bayer, Syngenta, FMC, Sumitomo, Kureha, etc.

CRAMS: PI Industries, Punjab Chemicals, etc.

FormulationsSmall 
contracters

MarketingDomestic GlobalRallis, UPL, Dhanuka, Best 
Agro, Heranba, PI Ind., etc.

Retailing

Generics: Sharda, UPL, etc.
Innovators: Bayer, Syngenta, FMC, etc.
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Domestic marketing

ü Branded market (high ROCE + low capital requirement + low growth)
ü New products are introduced through innovator in-licensing (9(3) route)
ü Limited scalability beyond 1300-1500 cr. annual revenues (~$2-2.5bn market size)
ü Sales growth: 10-12% (in-line with nominal GDP)



Domestic marketing – how to 
make outsized returns?

Catch growth early!
Insecticides India

Sales growth ~ 26% (FY08-14) Share price growth ~ 28% (FY08-14)



Scale issues beyond 1000 cr.

Sales growth ~ 8% (FY15-21) Share price growth ~ 8% (FY15-21)

Insecticides India



Scale issues beyond 1000 cr.

Sales growth ~ 20% (FY08-14) Sales growth ~ 10% (FY15-21)

Dhanuka Agritech
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Active ingredient manufacturers

ü China + 1 (sunshine sector)
ü B2B business (medium ROCE + high capital requirement + high growth)
ü MNC collaboration: PI Industries, Punjab Chemicals
ü Generic export: Heranba, Bharat Rasayan, Rallis, India Pesticides, Astec, etc.
ü How much can they scale? PI is currently doing 3600 cr. and still growing at 20%+; Annual 

exports from India ~$2.5bn
ü Sales growth : 15%+



Active ingredient manufacturers
PI Industries (FY16-21)

Sales ~ 17%, EPS ~ 16%

Share price ~ 27%

Bharat Rasayan (FY16-21)

Sales ~ 19%, EPS ~ 37%

Share price ~ 47%



Active ingredient manufacturers

ü Very highly valued (>7x EV/sales): PI Ind.
ü Highly valued (4-6x EV/sales): Shivalik Rasayan, Astec, Bharat Rasayan, India Pesticides
ü Fairly valued (1.5-3x EV/sales): Bhagiradha, Best Agro, Rallis, Heranba, Punjab Chemicals
ü Cheap (<1.5x EV/sales): Meghmani, NACL, Insecticides India, Aimco

Best opportunities (in my opinion)
Meghmani, Punjab Chemicals, Heranba, NACL, Insecticides India
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Global marketing

ü Only 2 companies from India: UPL, Sharda Cropchem
ü B2B2C business (medium ROCE + medium capital requirement + high growth)
ü Valuation very favorable

ü UPL (1.8x EV/sales, 8.72x EV/EBITDA)
ü Sharda (1.7x EV/sales, 8.5x EV/EBITDA)



Sharda Cropchem
ü Unique business model (completely outsourced manufacturing)
ü Time spent in getting registrations: 3-10 years (average ~ 6 years)
ü Typical registration cost (Europe): €4-6 mn

Long term financials

Working capital under control



Sharda Cropchem
ü Faced pressure on gross margins due to US-China trade war in 2019

Margin trends

This lead to valuation derating!



Sharda Cropchem

Before US-China trade war

Post US-China trade war



Sharda Cropchem
ü Things have improved significantly in FY22

9MFY22 sales growth of 64%

Trade barriers are getting lifted (huge positive for gross margins)



Sharda Cropchem

Rich pipeline



Sharda Cropchem

Increased US customer base by 25-30% Valuations: 
18.4 P/E (trailing), 16 P/E (FY22E)

8.5 EV/EBITDA (trailing)
Definitely not expensive!



Sharda Cropchem

Long term PE chart



Risks

• How scalable is the technical / AI manufacturing? 

• What if China+1 reverses?
• India imports ~40% of raw material used in technical, most of it is from China. What if China 

increase prices?

Disclosure:

• Among stocks discussed, I am invested in Sharda Cropchem, Punjab Chemicals and PI Industries 
with no transactions in them in past 1-month

• Detailed portfolio @https://forum.valuepickr.com/t/the-harsh-portfolio/28522/255
• Not a registered analyst

Questions

https://forum.valuepickr.com/t/the-harsh-portfolio/28522/255
https://forum.valuepickr.com/t/the-harsh-portfolio/28522/255

