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Fertilizers and Agricultural Chemicals

India | Quarterly Preview

Fertilizer companies set to shine

Expect the performance of Agrochemicals and Fertilizer companies: to continue to
diverge in Q3. Fertilizer companies are set to post healthy earnings growth, driven by
volume growth in the Urea business and sizeable cost savings in phosphoric acid
manufacturing for complex fertilizer manufacturers. Domestic agrochemicals
companies may post volume growth in high single-digit but lower than earlier
expectations. Lower-than-expected volume growth may be due to pest-free crops (thus,
paring demand for sprays), clear climatic conditions in some pockets (pruning demand
for fungicides), a 15-day delay in the season and high sales return from Kharif

Fertilizers — Backward integration to drive cost savings: Complex fertilizer companies
are expected to report healthy EBITDA growth, given higher backward integration
benefits — ~USD 110/tonne (to USD 1,060/tonne) rise in contracted Phosphoric acid price
in India. Expect mid-to-high single-digit volume growth in complex fertilizer volumes
for Coromandel International (CRIN IN, CMP: INR 1,951, TP: INR 2,041, Buy) and Paradeep
Phosphates (PARADEEP IN, CMP: INR 114, TP: INR 129, Buy).

Urea manufacturers such as Chambal Fertilisers (CHMB IN, CMP: INR 506, TP: INR 516,
Reduce) are expected to post healthy growth in urea volumes, while traded fertilizer
business may witness a volume dip.

Agrochemicals - Multiple factors dragging down demand growth: Domestic
agrochemical companies are on weak footing — Q3 demand growth has been lower-
than-expected. Multiple factors such as relatively pest-free crops, clear weather in
some pockets, a 15-day delay in the season and sales return from the Kharif season
have contracted demand growth and dampened sentiment. We expect high single-digit
volume growth for domestic agrochemical companies.

Increase in DAP subsidy to primarily benefit PARADEEP: The Cabinet has approved
one-time special package of INR 38.5bn for DAP for entire CY25. The government has
increased DAP subsidy by INR 3,500/tonne, over and above regular nutrient-based
subsidy (NBS) subsidy. Additional subsidy should help all the players — Importers
(CHMB), standalone manufacturers (Deepak Fertilizer) and backward integrated
manufacturers (CRIN and PARADEEP), but the biggest beneficiary will be PARADEEP.

This is because: (a) for importers such as CHMB, importing DAP and selling in India
continue to be unviable due to high price internationally. (b) For standalone
manufacturers, DAP manufacturing is a loss-making proposition due to a surge in raw
material price. (c) Within backward integrated manufacturers, CRIN mainly focuses on
NPK manufacturing. Hence, the biggest beneficiary within the listed space is likely to
be PARADEEP.

Prefer fertilizer companies over agrochemicals: In both the short- and long-term, we
prefer CRIN and PARADEEP given that import replacement of volume and profits are
set to play out for both these stocks.

Within Agri-inputs, we prefer fertilizers over agrochemicals. We have a Buy on CRIN
and PARADEEP.
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Peer financials

Revenue (INR mn) EBITDA (INR mn) Adjusted net profit (INR mn)
Q3FY25E Q2FY25 Q3FY24 QoQ (%) YoY (%) Q3FY25E Q2FY25 Q3FY24 QoQ (%) YoY (%) Q3FY25E Q2FY25 Q3FY24 QoQ (%) YoY (%)
PI Industries 19,437 22,210 18,975 (12.5) 2.4 5906 6,534 5536 (9.6) 6.7 4,648 5327 4,472 (12.7) 3.9
UPL 111,723 110,900 98,870 0.7 13.0 18,172 13,520 930 34.4 1,854.0 711  (4,350) (12,000) - -
Sumitomo Chemicals 6,095 9,714 5,404 (37.3) 12.8 1,992 2,422 659 (17.8) 202.0 1,611 1,908 549 (15.6) 193.2
Bayer CropScience 10,504 17,376 9,549 (39.5) 10.0 1,394 1,838 1,279 (24.2) 9.0 1,091 1,363 931 (19.9) 17.2
Dhanuka Agritech 4,395 6,543 4,032 (32.8) 9.0 742 1,596 622 (53.5) 19.4 539 1,175 454 (54.2) 18.8
Rallis India 5,299 9,280 5,980 (42.9) (11.4) 676 1,660 620 (59.3) 9.0 289 980 240 (70.5) 20.4
Insecticides India 3,830 6,272 3,579 (38.9) 7.0 308 899 260 (65.8) 18.3 174 616 123 (71.8) 41.8
Coromandel International 62,612 74,328 54,642 (15.8) 14.6 6,347 9,748 3,579 (34.9) 77.3 4,228 6,641 2,310 (36.3) 83.0
Chambal Fertilisers 44,662 43,462 43,486 2.8 2.7 8,504 7,902 6,285 7.6 35.3 5,657 5,364 4,594 5.5 231
Paradeep Phosphates 32,936 38,438 25,950 (14.3) 26.9 3,740 4,254 2,825 (12.2) 324 1,783 2,275 1,089 (21.6) 63.7
Peer valuations
Company Ticker Rating Mcap CMP Target UPSque/ EV/EBITDA (x) ROE (x)
(USDmn)  (INR) (INR) (%)| FY25E  FY26E  FY27E| FY25E  FY26E  FY27E
PI Industries PIIN Accumulate 566 3734 4977 33 21.8 18.4 15.4 18.3 17.8 17.5
uPL UPLLIN Accumulate 437 509 597 17 53 3.8 3.6 5.0 9.7 12.0
Sumitomo Chemicals SUMICHEM IN Accumulate 268 537 600 12 40.9 22.6 31.8 20.3 23.4 24.5
Bayer CropScience BYRCS IN Accumulate 251 5579 6443 15 323 24.8 21.6 20.4 25.0 26.1
Dhanuka Agritech DAGRI IN Accumulate 64 1428 1821 28 16.3 13.7 11.7 19.8 20.6 20.0
Rallis India RALIIN Accumulate 59 304 380 25 14.6 11.3 - 10.4 12.5 -
Insecticides India INST IN Accumulate 20 681 593 (13) 9.1 7.3 - 13.9 14.4 -
Coromandel International |CRIN IN Buy 575 1951 2041 5 19.7 17.6 13.7 17.6 17.0 17.9
Chambal Fertilisers CHMB IN Reduce 203 506 516 2 8.1 7.3 5.6 20.7 20.1 18.5
Paradeep Phosphates PARADEEP IN Buy 93 114 129 13 11.5 9.5 8.8 111 11.7 11.5

Note: Pricing as on 2 January 2025; Rating and TP as per last published report; Source: Company, Elara Securities Estimate
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Exhibit 1: Wheat acreage area in 2024-25 up 2% YoY

Crop sowing as on 30 December 2024 (mn Ha) 2024-25 2023-24 YoY (%)
Wheat 31.97 31.30 2.15
Rice 1.44 1.36 5.58
Pulses 13.61 13.61 0.06
Gram 9.40 9.32 0.87
Lentil 1.74 1.78 (1.86)
Fieldpea 0.89 0.90 (0.45)
Kulthi 0.31 0.34 (8.48)
Urdbean 0.42 0.48 (11.90)
Moongbean 0.09 0.09 (1.15)
Lathyrus 0.31 0.33 (6.02)
Other pulses 0.45 0.37 18.98
Shri anna and coarse cereals 4.86 4.78 1.61
Jowar 2.22 2.25 (1.24)
Bajra 0.01 0.01 (14.29)
Ragi 0.05 0.06 (15.52)
Small millets 0.02 0.00 -
Maize 1.89 1.75 7.99
Barley 0.66 0.70 (5.56)
Oilseeds 9.62 10.14 (5.15)
Rapeseed & Mustard 8.85 9.37 (5.58)
Groundnut 0.33 0.33 0.30
Safflower 0.06 0.07 (3.03)
Sunflower 0.06 0.03 78.79
Sesamum 0.01 0.03 (48.00)
Linseed 0.27 0.28 (5.63)
Other oilseeds 0.03 0.03 15.38
TOTAL 61.5 61.2 0.5

Source: Ministry of Agriculture & Farmers Welfare, Elara Securities Research

Exhibit 2: Rabi potato — Area sown in 2024-25 down 40% YoY

o ey " asmass | massnss Areasownin 202220 Coeseldesn
Kharif onion 0.33 0.38 0.38 0.29 0.10
Late Kharif onion 0.19 0.17 0.21 0.17 0.04
Kharif potato 0.06 0.04 0.04 0.04 (0.00)
Rabi potato 2.15 1.97 1.35 2.29 (0.93)
Kharif tomato 0.25 0.29 0.28 0.27 0.01

Source: Crop Weather Watch Group Meeting, Elara Securities Research

Exhibit 3: Sales of SSP up 63% YoY in Rabi 2024

As on 16 Dec 2024 (for Rabi season) As on 18 Dec 2023 (for Rabi season)
Product (mn MT)

Sales Closing stock Sales Closing stock
Urea 2.44 5.73 2.39 6.05
DAP 0.61 0.92 0.53 1.30
MOP 0.13 0.85 0.10 0.66
NPK 0.72 2.37 0.61 3.23
SSP 0.30 1.79 0.18 1.43
Total 4.20 11.66 3.81 12.67

Source: Crop Weather Watch Group Meeting, Elara Securities Research
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Guide to Research Rating

BUY Absolute Return >+20%
ACCUMULATE  Absolute Return +5% to +20%
REDUCE Absolute Return -5% to +5%

SELL Absolute Return < -5%
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Disclosures & Confidentiality for non U.S. Investors

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information purposes. The sole purpose of this Note is to provide preliminary information on the
business activities of the company and the projected financial statements in order to assist the recipient in understanding / evaluating the Proposal. Nothing in this document should be construed as an advice to buy
or sell or solicitation to buy or sell the securities of companies referred to in this document. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent
evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved) and should consult its own advisors to determine the merits and risks of such an
investment. Nevertheless, Elara Securities (India) Private Limited or any of its affiliates is committed to provide independent and transparent recommendation to its client and would be happy to provide any
information in response to specific client queries. Elara Securities (India) Private Limited or any of its affiliates have not independently verified all the information given in this Note and expressly disclaim all liability
for any errors and/or omissions, representations or warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this information. Elara Securities (India) Private
Limited or any of its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in or deal as principal or agent in or for the securities mentioned in this
document. They may perform or seek to perform investment banking or other services for or solicit investment banking or other business from any company referred to in this Note. Each of these entities functions
as a separate, distinct and independent of each other. This Note is strictly confidential and is being furnished to you solely for your information. This Note should not be reproduced or redistributed or passed on
directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose. This Note is not directed 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, regulation or which would subject Elara Securities (India)
Private Limited or any of its affiliates to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose
possession this document comes, should inform themselves about and observe, any such restrictions. Upon request, the Recipient will promptly return all material received from the company and/or the Advisors
without retaining any copies thereof. The Information given in this document is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This
Information is subject to change without any prior notice. Elara Securities (India) Private Limited or any of its affiliates reserves the right to make modifications and alterations to this statement as may be required
from time to time. However, Elara Securities (India) Private Limited is under no obligation to update or keep the information current. Neither Elara Securities (India) Private Limited nor any of its affiliates, group
companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or in connection
with the use of the information. This Note should not be deemed an indication of the state of affairs of the company nor shall it constitute an indication that there has been no change in the business or state of affairs
of the company since the date of publication of this Note. The disclosures of interest statements incorporated in this document are provided solely to enhance the transparency and should not be treated as
endorsement of the views expressed in the report. Elara Securities (India) Private Limited generally prohibits its analysts, persons reporting to analysts and their family members from maintaining a financial interest
in the securities or derivatives of any companies that the analysts cover. 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.

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed to Elara Securities (India) Private Limited. It is important to note that any dispute with
respect to this research report, would not have access to stock exchange investor redressal forum or arbitration mechanism.

Elara Securities (India) Private Limited was incorporated in July 2007 as a subsidiary of Elara Capital (India) Private Limited.

Elara Securities (India) Private Limited is a SEBI registered Stock Broker in the Capital Market and Futures & Options Segments of National Stock Exchange of India Limited [NSE], in the Capital Market Segment of
BSE Limited [BSE] and a Depository Participant registered with Central Depository Services (India) Limited [CDSL].

Elara Securities (India) Private Limited’s business, amongst other things, is to undertake all associated activities relating to its broking business.

The activities of Elara Securities (India) Private Limited were neither suspended nor has it defaulted with any stock exchange authority with whom it is registered in last five years. However, during the routine course
of inspection and based on observations, the exchanges have issued advise letters or levied minor penalties on Elara Securities (India) Private Limited for minor operational deviations in certain cases. Elara Securities
(India) Private Limited has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has the certificate of registration been cancelled by SEBI at any point of time.

Elara Securities (India) Private Limited offers research services primarily to institutional investors and their employees, directors, fund managers, advisors who are registered or proposed to be registered.

Details of Associates of Elara Securities (India) Private Limited are available on group company website www.elaracapital.com

Elara Securities (India) Private Limited is maintaining arms-length relationship with its associate entities.

Research Analyst or his/her relative(s) may have financial interest in the subject company. Elara Securities (India) Private Limited does not have any financial interest in the subject company, whereas its associate
entities may have financial interest. Research Analyst or his/her relative does not 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. Elara Securities (India) Private Limited does not 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. Associate entities of Elara Securities (India) Private Limited 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. Research Analyst or his/her relative or Elara Securities (India) Private Limited or its associate entities does not have any other material
conflict of interest at the time of publication of the Research Report.

Research Analyst or his/her relative(s) has not served as an officer, director or employee of the subject company.

Research analyst or Elara Securities (India) Private Limited have not received any compensation from the subject company in the past twelve months. Associate entities of Elara Securities (India) Private Limited may
have received compensation from the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associate entities have not managed or co-managed public offering
of securities for the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associates have not received any compensation for investment banking or merchant
banking or brokerage services from the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associate entities may have received any compensation for
products or services other than investment banking or merchant banking or brokerage services from the subject company or third party in connection with the Research Report in the past twelve months.

Disclaimer & Standard warning

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or
provide any assurance of returns to investors.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
Disclaimer for non U.S. Investors

The information contained in this note is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide accurate and timely information,
there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional
advice after a thorough examination of the particular situation.

Disclaimer for U.S. Investors

This material is based upon information that we consider to be reliable, but Elara Capital Inc. does not warrant its completeness, accuracy or adequacy and it should not be relied upon as such.

This material is not intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. Securities, financial instruments or strategies mentioned herein may not be suitable
for all investors. Any opinions expressed herein are given in good faith, are subject to change without notice, and are only correct as of the stated date of their issue. Prices, values or income from any securities
or investments mentioned in this report may fall against the interests of the investor and the investor may get back less than the amount invested. Where an investment is described as being likely to yield income,
please note that the amount of income that the investor will receive from such an investment may fluctuate. Where an investment or security is denominated in a different currency to the investor’s currency of
reference, changes in rates of exchange may have an adverse effect on the value, price or income of or from that investment to the investor. The information contained in this report does not constitute advice on
the tax consequences of making any particular investment decision. This material does not take into account your particular investment objectives, financial situations or needs and is not intended as a
recommendation of particular securities, financial instruments or strategies to you. Before acting on any recommendation in this material, you should consider whether it is suitable for your particular
circumstances and, if necessary, seek professional advice.

Certain statements in this report, including any financial projections, may constitute “forward-looking statements.” These “forward-looking statements” are not guarantees of future performance and are based
on numerous current assumptions that are subject to significant uncertainties and contingencies. Actual future performance could differ materially from these “forward-looking statements” and financial
information.
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