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Company Overview 
Rallis, a subsidiary of Tata Chemicals, is one of the leading agrochemical companies of 
India with a history of around 160 years. Its core business is crop protection. The company 
undertakes contract farming and also exports technical-grade pesticides, branded 
formulations across the world. Rallis also has marketing alliance with several multinational 
agrochemical companies and is a preferred partner for contract manufacturing by leading 
global corporations. 

 Rallis India’s net revenue for the quarter ended March 31, 2018 increased 6.39% YoY to 

INR371.08 Crore. The growth was mainly driven by volume both in  the domestic as well as 

international business. In Q3FY18, the company posted net income of INR390.16 Crore. For 

the entire year the revenue was up 7.66% .This was backed by higher demand for their 

newly launched products like Odis, Cenator and Pulito. However external factors like lower 

than forecasted rainfall in South India, falling prices of crops , low to moderate pest attacks 

kept the business under pressure.  Considering these factors we revised the revenue 

estimate downward to INR1970.31 Crores for FY19 from  the previous estimate of 

INR2148.91 Crores. 

 The EBITDA for the quarter fell by 19% at INR33.63 Crores as against INR41.70 Crores for the 

same quarter last year. The corresponding margin also dipped 290 bps. In  Q3FY18, the 

EBITDA came in at INR37.77 Crore. For the whole year, the EBITDA almost remained flat at 

INR264.47 Crores and the margin dropped by 108 bps.  The drop in margin was because of 

the rise in expenses from INR1399.93 Crore last year to INR1526.47 Crore in FY18. The rise in 

expenses was driven by surge in prices of key raw materials as many intermediates and 

technicals used in raw materials are in short supply and the prices are unlikely to come down 

in the near future. The cost of raw materials increased 14% this year. Other factors that 

squeezed the margins are higher employee cost and GST.  Employee benefit expenses also 

increased 12% this year due to additional manpower required for the CRAMs business. 

Additionally,  due to implementation of GST this year, the company had to write down 40% 

of inventory which also took a toll on the margins. Considering the rise in raw material 

prices we reduced the EBITDA estimate of FY19 to INR314.96 Crores from the previous 

estimate of  INR330.00 Crore. 

 The PAT for the quarter came in at INR19.58 as against INR31.01 Crore posted for the same 

quarter last year. The corresponding margin for the quarter also plunged by 361 bps. In 

Q3FY18 the PAT came in at INR24.94 Crores. The Adj. PAT for the FY18 came in higher at 

INR167.02 Crore as against INR138.66 Crore last year however it came below our estimate 

of INR180.21 Crores. FY17’s numbers included an exceptional item of INR158.39 Crore. PAT 

excluding the exceptional item increased 20% this year. The PAT margin excluding the 

exceptional items for the full year however improved by 99 bps. We also revised our PAT 

estimate for FY19 to INR191.62 Crore as against the previous estimate of INR208.34 

Crores. 

Source: Company data, SMIFS Research  

CMP (INR): (2nd May, 2018)         222.50  

Target Price (INR)                                261 

Upside(%)                    17.30 

Recommendation :                           BUY 

BSE Code 500355 

NSE Code RALLIS 

Reuters Ticker RALL.BO 

Bloomberg Ticker  RALI IN 

 

Market cap (INR Cr.) 4328.59 

Outstanding Shares (Cr.) 19.45 

Face Value (INR)  1.00 

Dividend Yield(%) 1.70 

P/E (x) 25.92 

Industry P/E (x) 24.00 

Debt/Equity 0.02 

Beta vs. Sensex    0.47 

52 Week High/ Low (INR) 289.40/205.00 

Avg. Daily Vol (NSE)/1 year 399106 

 Mar 2018 Dec  2017 Sep 2017 

Promoters 50.09 50.09 50.09 

Institutions 22.68 20.93 18.29 

Non-institutions 27.22 28.97 31.61 

Stock vs. Nifty (Relative returns) 

Research Analyst: Mononita Mitra 

Source: NSE 

Financial Performance at a glance (Consolidated) 

Rallis India Ltd Q4FY18 Result Analysis 
3 May 2018 

Stock Scan 

Shareholding Pattern (%) 

Q4FY18 Result Highlights 

m.mitra@smifs.com  

   Particulars (INR Cr) FY2016 FY2017 FY2018 FY2019E FY 2020E 

Net Sales 1529.12   1,663.52    1,790.94  1970.31 2139.14 

Growth(%) -15.73% 8.79% 7.66% 10.02% 8.57% 

EBITDA 245.72       263.59        264.47  314.96 380.66 

EBITDA Margin (%) 16.07% 15.85% 14.77% 15.99% 17.80% 

Adj. Net Profit 147.09       138.66        167.02  191.62 238.99 

Net Profit Margin (%) 9.62% 8.34% 9.33% 9.73% 11.17% 

EPS (INR) 7.38             7.13              8.59  9.85 12.29 

BVPS  (INR) 45.68 57.14          65.73              75.58                    87.87  

P/E (x) 30.16 31.21          25.92  23.44 18.11 

P/BV (x) 4.87 3.89 3.39 3.29                      2.53  

ROE (%) 16.16 12.48 13.06 13.04 13.98 

EV/EBITDA (x) 17.95 16.53 18.55 15.59 12.85 
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 Financial Analysis for the quarter ending March 31st, 2018 (Consolidated) 

Source: Company data, SMIFS Research 

Particulars (in INR Cr) Quarter Ended Year ended 

  Q4 FY18 Q4 FY17 YoY % Q3 FY18 QoQ % Mar'FY18 Mar'FY17 YoY% 

Net revenue from operations (Net of Excise 
Duty or GST) 

 371.08   348.80  6.39%  390.16  -4.89%  1,790.94   1,663.52  7.66% 

Cost of raw materials Consumed  219.81   166.22  32.24%  155.67  41.20%      901.77       794.13  13.55% 

Purchase of stock-in Trade     (1.58)       0.61  -359.02%     45.60  -103.46%      201.78       109.98  83.47% 

Changes in inventories of finished goods, 
stock-in trade and work-in progress 

  (16.33)     27.60  -40.83%     24.83  -165.77%    (101.19)        30.88  -427.69% 

Employee benefit expense     42.80      37.25  14.90%     38.96  9.86%      164.90       147.72  11.63% 

Other expenses     92.75      75.42  22.98%     87.33  6.21%      359.21       317.22  13.24% 

Total Expenses  337.45   307.10  9.88%  352.39  -4.24%  1,526.47   1,399.93  9.04% 

EBITDA     33.63      41.70  -19.35%     37.77  -10.96%      264.47       263.59  0.33% 

EBITDA margin (%) 9.06% 11.96% (290) bps 9.68% (62) bps 14.77% 15.85% (108) bps 

Other income       2.76        4.49  -38.53%       3.70  -25.41%        13.18         12.79  3.05% 

Depreciation & amortization     10.03      12.05  -16.76%     12.24  -18.06%        46.31         47.55  -2.61% 

EBIT     26.36      34.14  -22.79%     29.23  -9.82%      231.34       228.83  1.10% 

EBIT Margin (%) 7.10% 9.79% (269) bps 7.49% (39) bps 12.92% 13.76% (84) bps 

Interest cost       1.17        2.62  -55.34%       1.21  -3.31%          4.31           7.29  -40.88% 

Exceptional items            -               -    0.00%            -    0.00%               -         158.39  -100.00% 

EBT     25.19      31.52  -20.08%     28.02  -10.10%      227.03       379.93  -40.24% 

EBT Margin(%) 6.79% 9.04% (225) bps 7.18% (39) bps 12.68% 22.84% (1016) bps 

Tax       5.61        0.51  1000.00%       3.08  82.14%        60.01         82.88  -27.59% 

Profit after tax     19.58      31.01  -36.86%     24.94  -21.49%      167.02       297.05  -43.77% 

PAT margin (%) 5.28% 8.89% (361) bps 6.39% (111) bps 9.33% 17.86% (853) bps 

PAT excluding the exceptional items     19.58      31.01  -36.86%     24.94  -21.49%      167.02       138.66  20.45% 

PAT margin excluding the exceptional items 
(%) 

5.28% 8.89% (361) bps 6.39% (111) bps 9.33% 8.34% 99 bps 

Other Comprehensive Income, net of tax       1.04        1.04  0.00%       1.18  -11.86%         (0.33)         (0.51) -164.71% 

Total Comprehensive Income      20.62      32.05  -35.66%     26.12  -21.06%      166.69       296.54  -43.79% 

Non-Controlling Interest     (0.20)     (0.11) -281.82%     (0.14) -242.86%         (0.60)         (0.39) -253.85% 

EPS before exceptional items       1.02        1.60  -36.25%       1.29  -20.93%          8.59           7.13  20.44% 
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FY18 Analyst Meet Highlights 

 Rallis India’s management indicated that FY18 was a challenging year as rainfall was less 

than anticipated  in southern India and there were low pest pressures in some of the key 

crops. Pest pressures were moderately lower for pulses followed by paddy and cotton. 

Falling farm income due to fall in market price of most of the crops also took a toll on    

domestic demand. Vegetable prices were also down 40-50%.  

 However, International business posted healthy numbers driven mainly by improving   

situations in key markets like Brazil. There were strong demand for herbicides and        

fungicides this year and thus recorded highest ever volume growth. International sales 

stood at 32% of total sales in FY18. 

 Raw material sourced from China as well as from domestic markets witnessed around     

10-25% rise in prices. This along with unfavorable currency movements  put pressure on 

expenses.  The raw material shortages are anticipated to remain till H1FY19. Rallis is     

exploring various other alternatives to source the raw material . The management is also 

planning for backward integration to decrease the dependency on China for raw materials 

as 40% of total raw materials is imported from China. This would help in easing the       

pressure on margins. However, the long-term backward integration may take 2-3 years of  

time. 

 The company commercialized a new molecule in CRAMS in Q3FY18. It commissioned its 

CRAMs facility this year for INR30 Crore to cater to pharma customers. The company is 

about  to spend INR25 Crore in this  business for another pharma molecule. The company 

expects asset turnover of 2x from this business . However if the company gets pricing 

power over Chinese imports then the asset turnover could improve to 3-4x going forward. 

The company is planning to launch 2-3 molecules each year going forward. 

 Rallis benchmarks its performance through an internally defined parameter called          

Innovation turnover Index (ITI) which measures the contribution by new products added in 

the portfolio. In FY17, the ITI fell from 11% to 7% mainly due to exclusion of certain brands 

like Taffin and GeoGreen from the list of ITI. In FY18, however the ITI increased to 10% due 

to better performance of newly launched products like Odis, Cenator and Pulito. This will 

be the key growth driver going forward.  

 Management also mentioned increase in working capital in Q4FY18. Many raw materials 

are in short supply due to which the prices are rising. The prices are unlikely to come down 

in the near future. Anticipating further increase in raw material prices, the company     

strategically increased  inventory this quarter which led to increase in working capital.  

 Pest pressures were low in 

pulses and were moderately 

lower in paddy and cotton 

 Falling farm income due to 

fall in price of most of the 

crops also took a toll on do-

mestic demand 

 Performance of Internation-

al business is better than 

last year 

 Raw material prices grew  

10-25% this fiscal 

 Strategically increased raw 

materials inventory which 

led to higher working capital 

 In CRAMS, company plan-

ning to launch 2-3 molecules 

each year in the next 5 years 

 Innovation turnover Index 

(ITI) improved from 7% in 

FY17 to 10% in FY18 

Financial Performance FY18 - Actual Vs. Estimates (Consolidated) 

Particulars (INR Cr.) Actual SMIFS Estimates % Deviation Comments 

Net Sales 1790.94 1894.51 -5.47% 
Net Sales were down because of erratic rainfall in the south, lower 
pest attacks 

EBITDA 264.47 288.91 -8.46% 
Lower EBITDA due to increase in raw material prices, rise in employee 
benefit expenses, money outflow due to one time GST settlement. 

EBITDA Margin(%) 14.77% 15.25% 48 bps Margin got impacted mainly because of surge in raw material prices 

APAT 167.02 180.21 -7.32% Low APAT due to lower EBITDA 
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 Metahelix’s performance will be a driving force behind the growth in this company. FY18 

has been a good year for Metahelix and has gained market share in some key crops. 

Paddy has been the biggest contributor followed by millets. The revenue for the year 

stood at INR318 Crore vs. INR278 Crore last year. PBT came in at INR32.6 Crore as 

against INR20.9 Crore last year. EBITDA margins has been up 300 bps YoY to 13%. The 

company has also stated that it has connection with more than 4mn farmers. The 

EBITDA margin is likely to expand further on the back of lower sales return and flat raw 

material prices in this segment. The company also has new products in the pipeline and 

expects good growth in revenue going forward. 

 The company had to bear one-time expenses for GST settlement whereby the company 

received 60% reimbursement from GOI and 40% inventory  had to be written down. 

 The company had launched the Samrudh Krishi initiative, whereby it has launched two 

products - Geogreen and Ralli Gold, catering to sugarcane. This initiative has been scaled 

up to touch 91akh farmers during the year. 

 The company also launched digital platforms like Drishti, Samadhan and Sampark. The 

use of e-interventions  will be key to growth. Drishti will provide the Predictive advisory 

services - accurate pest forecast , Samadhan app gives important information about 

agriculture, weather and latest crop price. It also helps to connect farmers with their 

experts for problem solving. Sampark app  give access to their Crop Advisors besides full 

details on our basket of products.  

 

We assigned a multiple of 21.20x 

to its FY19E EPS of 12.30 and  

arrive at a Target Price of INR261 

Valuation and Outlook 

The crop protection business is expected to do good in FY19 owing to normal        

monsoon forecast by IMD and slew of measures undertaken by Govt. of India to   

double farmer’s income by 2022. The company is already witnessing rising demand 

for its products both in the domestic as well as international markets. Management  

anticipates this trend to continue and expects 12-15% volume growth over FY19-

20.The seed business of subsidiary is already doing good and is poised to do well   

going forward on the back of less sales return and flat raw material prices. The CRAM 

business which was commercialized in FY18 will also give the company enough room 

for growth. The international business is expected to witness decent growth due to 

improving situations in key markets like Brazil.  

However, due to the decline in market prices of majority of crops below MSP levels

( in spite of Govt. initiatives like 1.5x times of MSP on cost of production and           

increasing procurement) and surge in raw material prices (in spite of increasing raw 

material inventory) , the company may see some headwinds  in the years to come .  

Considering such factors, we  assigned a multiple of 21.20x to its FY20E EPS of 12.30 

and reduced our  target price to INR261 (earlier INR295). 

 Metahelix gained market 

share in paddy 

 

 Rallis had to bear one-time 

expenses for GST settlement 
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Disclaimer 

 

Any document, including this report, which is prepared by the research team of Stewart & Mackertich Wealth Management Ltd. (SMIFS) is circulated for 
the purpose of information only to the intended recipient and should not be replicated or quoted or    circulated to any person/corporate or legal entities 
in any form. This document/ documents/ reports/ opinion should not be interpreted as an Investment/ taxation/ legal advice. While the information 
contained in the report has been procured in good faith, from sources considered/ believed to be reliable, all/ part of the statement/ statements/ 
opinion/ opinions/ view/ views in the report may not be considered to be complete or accurate. Therefore, it should only be relied upon at the recipients 
own risk.  
 
Research Analysts/ Economists/ Advisors/ Investment Strategists or any other spokes persons of the company (SMIFS) are often sought after for 
expressing their views on print/ electronic/ web media. The views expressed are purely based on their assumption/ understanding on fundamental 
approach/ technical and historic facts on the subject. The views expressed should not be construed as an offer to buy/ sell or hold equity/ commodity/ 
currencies or their derivatives. The views/ opinions expressed is for information purpose only, and may change due to underlying factors, related or 
unrelated or other market conditions and may or may not be updated.  
 
Stewart & Mackertich Wealth Management Ltd, its subsidiaries, or any of its directors, employees, agents, and representatives shall not be liable for any 
damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with 
the use of the information/ research reports/ opinions expressed.  
 
Disclosure: Clients/ associates of SMIFS Group may be holding positions in equities or their derivatives on which the research report is made or opinion is 
formed or views are expressed in print or electronic media. We ensure all compliance is adhered to with this report/ reports/ opinion or views expressed. 
 
Analyst ownership of the stock – NIL  
Analyst’s dependent relatives’ ownership in the stock – NIL  
 
Analyst Certification: The matter related to the report has been taken from sources believed reliable and the views expressed about the subject or issues in 
this report accurately reflect the personal views of the analyst/ analysts. Stewart & Mackertich Wealth Management Ltd. does not compensate partly or in 
full, directly or indirectly, related to specific recommendations or views expressed by the research analysts/ market strategists/ Portfolio Managers.  
 
REGISTRATION as required under SEBI (Research Analyst) Regulation 2014 has been granted by Securities & Exchange Board of India (SEBI), registration 
number being INH300001474.  
 
Stewart & Mackertich Wealth Management Ltd. 
Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India. 
Tel.: +91 33 6634 5408 /, Fax: 91 33 22893401 
 
Website: www.smifs.com 
 
For queries related to compliance of the report, please contact:  
- Sudipto Datta, Compliance Officer  
Contact No.: +91 33 66345414 / 4011 5414  
Email Id.: compliance@smifs.com / sudipta@smifs.com 
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