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Key Highlights
[ Dhanuka Net Sales and PAT numbers are in line with our estimates.Net Sales grew by 17.9%
YoY to Rs.185 Cr ( Vs our estimate Rs.180 Cr) while PAT growth by 18.4% to Rs.29 Cr. (Vs our

estimate Rs.21 Cr).
[V Steep fall in EBITDA by 11% QoQ due to product mix.
M Volume has grown approx 3 times in FY18 and expected to sustain same numbers in FY19 led

by pipeline of 9(3) and 9(4) product launch.
[ New speciality product in Indian market with 11 tie ups with global MNCs will boost the revenue

in coming future.
1 Due to favourable monsoon and couple of intiatives announced by government like increased in

MSP, Dhanuka is expecting positive performance in FY19.
[ Board of Directors has announced a payment of final dividend of 175% of Rs.3.50 per equity

share of the face value of Rs.2 each.

4Q FY18 Result:

Dhanuka posted a good set of number in 4QFY18 led by higher volume and launch of new products.
Net sales during the quarter grew by 16.9% YoY to Rs.185 cr Vs Rs.157 cr. EBITDA has fallen by
3.4% YoY to Rs.31 Cr in 4QFY18. Change in product mix impacted the fall in EBITDA margin by
17% in 4QFY18( 21 % in 4QFY17). PAT was flat to Rs.29 cr during the quater due to muted
depreciation and finance cost.

View and Valuation

Dhanuka performance in FY18 was impacted by lower crop prices and adverse effect from GST
implementation. Dhanuka has guided to launch 5-6 products every year and 1-2 new launches under
section 9(3) and 9(4) for next 3 years. We believe outlook of the company looks promising in the
long term driven by strong revenue growth on account of regular launches of new products, mainly in
the fast-growing Herbicide/ Fungicide segments and focus on new specialty products in Indian
markets through tie up with global MNCs. However, despite having such strong growth driver our
near term concern remains on the margin due to increase in prices of imported Raw material and
uneven distribution of rainfall. Growth is expected to pick up in second half of FY19 on account of
improved outlook: increased sowing, assuming normal monsoon and an increasing focus on high-
margin products. Considering the above stances we maintain accumulate rating for the stock with
19x times of FY20 expected EPS and with reduced target price of Rs.657.

KEY FINANCIAL/VALUATIONS FY16 Fy17 FY18 FY19E FY20E
Net Sales 829 873 963 1110 1295
EBITDA 140 169 166 206 246
EBIT 134 154 152 188 225
PAT 107.3 119.4 126.2 141.4 174.4
EPS (Rs) 21 24 26 29 36
EPS growth (%) -73% 13% 6% 12% 23%
ROE (%) 22% 23% 20% 19% 20%
Research Analyst ROCE (%) 28% 30% 24% 25% 25%
Ritika Jalan BV 96 106 129 152 182
ritika.jalan@narnolia.com P/B(X) 6.1 7.5 43 3.8 3.2
Pramila Lakra P/E (x) 27.3 32.7 21.4 19.9 16.1

The views expressed above accurately reflect the personal views of the authors about the subject companies and its(their) securities. The authors have
not and will not receive any compensation for providing a specific recommendation or view. Microsec Capital Ltd and other Narnolia group companies does
and seeks to do business with companies covered in its research reports. As a result investors should be aware that the firm may have a conflict of
interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision.
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DHANUKA

4Q FY 18 Results Good Performance

In line

Financials 4QFy17 1QFY18 2QFY18 3QFY18 4QFY18 YoY % QoQ% FY17 FY18 YoY %
Net Sales 157 218 348 222 185| 17.9% -16.4% 873 963| 10.2%
Other Income 5 2 2 5 7| 35.9% 48.5% 15 16| 5.4%

COGS 79 130 205 126 102| 28.5% -19.1% 499 562| 12.7%
Employee Cost 25 23 28 27 28| 12.6% 2.0% 98 106| 8.9%

Other Expenses 21 30 40 33 24| 17.2% -27.4% 108 128| 18.6%
EBITDA 33 25 75 35 31| -3.4% -11.0% 169 166| -1.7%
Depreciation 5 3 4 4 41 -20.0% -0.9% 15 14| -4.3%
Interest 0 0 0 0 0| -21.5% -13.6% 1 1| -20.2%
PBT 33 23 74 36 34| 5.1% -4.3% 168 167| -0.7%
Tax 9 7 21 7 6| -32.2% -21.6% 49 41| -16.3%
PAT 24 16 53 29 29| 18.4% 0.2% 119 126| 5.7%

Strong revenue growth
Dhanuka's net sales grew by 18% YoY to Rs. 185 cr (Vs Rs.157 cr in 4QFY17). Majorly contributed by

insecticide by 54% in topline. Contribution from top 5 products in FY18 was increased to 26% which
resulted in 10% growth in topline to Rs.963 cr in FY18. Forecast of normal monsoon was the key driver in
FY18. As per the management volume has grown approx 3 times in FY18.

Contraction in EBITDA Margin
EBITDA during the quarter posted a contraction of 3.4% YoY to Rs.31 Cr (earlier Rs.33 Cr in 4QFY17).

Reason for the downfall was mainly due to product mix. EBITDA margin during 4QFY18 was also
reduced from 21% to 17%. Outlook for EBITDA margin in FY19 is 18.5%

Pricing outlook
From 3QFY18 onwards prices has significantly increased. Going forward, it is expecting to increase to 1-

2% QoQ. Management is planning to pass on the increased price to customers.

Favourable Government policies to support future growth
Emphasis of Union Budget 2018 on agriculture growth will strengthen Indian consumption story. The crop

insurance scheme launched in last quarter as well as increase in MSP will aid agrochemical story going
forward.

New product launch will boost revenue in FY19

Management is planning to launch a new products in FY19 to control the plant disease in grapes and
horticulture crops. Contribution of new products in FY18 was 20% in total revenue ( Vs more than18% in
FY17). Mangement is expecting to maintain the same momentum in FY19. Launch of one product in
Fungicide( in grapes) under 9(3) category and two products (one rice herbicide & one rice insecticide)
under 9(4) category will significantly increase the revenue in FY19.

Concall Highlights :

v Management exuded confidence that the company will achieve double digit growth in the
FY2019 and EBITDA Margin of 18.5% if there is favorable monsoon as forecasted by
skymet.

v' Management continue to tie up With MNCs especially with Japanese Companies. Till now it has done
5 technical tie up and 6th will be coming next year ie FY19 with JAPAN (Name Not Disclosed).

v' H1FY19 will be better than HLFY18 due to new product launches and good North East monsoon.

v' Management has guided to launch 5-6 products every year and 1-2 new launches under section 9(3)
for next 3 years.
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DHANUKA

Balance Sheet

Financial Details

Y/E March FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E
Share Capital 10 10 3 10 10 10 10 10
Reserves 253 322 402 470 510 624 736 881
Networth 263 332 405 480 520 633 746 891
Debt 33 39 16 8 8 5 6 6
Other Non Cur Liab 13 15 17 21 24 0 0 0
Total Capital Employed 296 372 421 488 528 638 751 898
Net Fixed Assets (incl CWIP) 64 89 109 133 138 131 133.6 135.1
Non Cur Investments 1 5 43 47 89 89 89
Other Non Cur Asst 0 0 1 1 20 19.8 19.8
Non Curr Assets 82 110 145 207 212 245 248 250
Inventory 160 215 192 173 264 205 236 276
Debtors 151 171 194 186 184 208 240 280
Cash & Bank 5 2 4 2 4 11 17 43
Other Curr Assets - - 2 2 1 20 23 27
Curr Assets 338 407 449 450 501 577 704.6 869.2
Creditors 45 48 62 64 60 83 96 112
Provisons 10 15 31 4 6 0 0.5 0.6
Other finicial liabilities - - - - - 41 41 41
Other Curr Liab 53 63 52 68 80 22 25 29
Curr Liabilities 109 126 145 136 147 146 162 182
Net Curr Assets 230 280 305 314 354 431 542 687
Total Assets 420 517 594 657 713 823 953 1,119
Income Statement
Y/E March FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E
Revenue from Operation 582 738 785 829 873 963 1,110 1,295
Change (%) 0% 27% 6% 6% 5% 10% 15% 17%
EBITDA 82 121 132 140 169 166 206 246
Change (%) 0% 47% 9% 6% 21% -2% 24% 20%
Margin (%) 14% 16% 17% 17% 19% 17% 19% 19%
Depr & Amor. 4.5 4.8 5.9 5.9 14.8 14.2 18.4 21.5
EBIT 77 116 126 134 154 152 188 225
Int. & other fin. Cost 4 4 3 1 1 1 1 1
Other Income 7 5 6 13 15 16 11 20
EBT 81 116 129 145 168 167 198 244
Exp Item - - - - - - - -
Tax 16.3 23.2 23.3 38.0 48.8 40.8 56.4 69.5
Minority Int & P/L share of Ass. - - - - - - - -
Reported PAT 64 93 106 107 119 126 141 174
Adjusted PAT 64.4 93.1 106.1 107.3 119.4 126.2 141.4 174.4
Change (%) 0% 45% 14% 1% 11% 6% 12% 23%
Margin(%) 11% 13% 14% 13% 14% 13% 13% 13%
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Key Ratios

Financial Details

Y/E March FY13 FY14 FY15 FY16 FY17 FY18 FY19E FY20E
ROE 25% 28% 26% 22% 23% 20% 19% 20%
ROCE 29% 35% 31% 28% 30% 24% 25% 25%
Asset Turnover 1.4 1.4 1.3 1.3 1.2 1.2 1.2 1.2
Debtor Days 94.5 84.5 90.1 81.8 77.0 78.9 78.9 78.9
Inv Days 100.2 106.2 89.1 76.0 110.6 77.7 77.7 77.7
Payable Days 28.2 23.8 28.9 28.2 25.2 31.5 31.5 31.5
Int Coverage 21.9 27.8 48.4 121.3 140.7 173.9 2435 250.3
P/E 9.3 13.6 8.6 27.3 32.7 21.4 19.9 16.1
Price / Book Value 2.3 3.8 2.3 6.1 7.5 4.3 3.8 3.2
EV/EBITDA 7.2 10.5 6.9 20.9 23.1 16.2 13.5 11.2
FCF per Share 3.4 0.5 62.3 21.6 8.8 21.6 17.2 21.3
Div Yield 3.1% 1.3% 0.3% 1.9% 0.1% 0.5% 0.5% 0.5%
Cash Flow Statement
Y/E March FY13 FY14 FY15 FY16 FY17 FY18E FY19E FY20E
PBT 81 116 129 168 167 198 244
(inc)/Dec in Working Capital (23) (66) (4) 31 (64) (28) (55) (69)
Non Cash Op Exp 5 5 6 6 15 14 18 22
Int Paid (+) 4 4 3 1 1 1 1 1
Tax Paid (16) (22) (23) (33) (46) (41) (56) (70)
others (4) (4) (1) (10) (12) - - -
CF from Op. Activities 47 33 110 140 63 113 106 128
(inc)/Dec in FA & CWIP (28) (29) (25) (27) (19) (7) (21) (23)
Free Cashflow 19 5 85 113 44 106 85 104
(Pur)/Sale of Inv 7 7 (46) (45) 29 (75) (50) (49)
others 2 2 1 6 10 - - -
CF from Inv. Activities (19) (19) (70) (66) 20 (82) (71) (72)
inc/(dec) in NW - - - - (80) - - -
inc/(dec) in Debt (6) 6 (24) (8) 0 (3) 1 1
Int. Paid (4) (4) (3) (1) (1) (1) (1) (1)
Div Paid (inc tax) (22) (19) (12) (66) - (29) (29) (29)
others
CF from Fin. Activities (26) (17) (38) (76) (81) (33) (29) (29)
Inc(Dec) in Cash 2 (3) 2 (2) 2 (2) 5 27
Add: Opening Balance 9 5 2 4 2 4 11 17
Closing Balance 11 2 4 2 4 2 17 44
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DISCLAIMER

Disclaimer: This document has been prepared by Microsec Capital Limited (hereinafter referred to as MCL) to provide information about the Company
(ies)/sector(s), if any, covered in the report and may be distributed by it and/or its associates.

This report does not construe to be any investment, legal or taxation advice. This research report does not constitute an offer, invitation or inducement to
invest in securities or other investments and MCL is not soliciting any action based upon it. This report should not be reproduced or redistributed to any other
person in any form. This report 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 report, investors should consider whether it is suitable for their
particular circumstances and, if necessary, seek professional advice. Neither MCL, its subsidiaries/Associates, nor its directors, employees, agents,
representatives shall 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 herein.

While we would endeavour to update the information herein on reasonable basis, MCL and/or its associates are under no obligation to update the
information. Also there may be regulatory, compliance, or other reasons that may prevent MCL and/or its associates from doing so. MCL/it’s associates or
employees shall not in any way be responsible and liable for any loss or damage that may arise to any person from any inadvertent error in the information
contained in this report. MCL/it’s associates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter
pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The
recipients of this report should rely on their own investigations.

MCL and its associates, their directors and employees and their relatives may; (a) from time to time, have a long or short position in, act as principal in, and
buy or sell the securities or derivatives thereof of companies mentioned herein. (b) be engaged in any other transaction involving such securities and earn
brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or may have any other potential
conflict of interests with respect to any recommendation and other related information and opinions.; however the same shall have no bearing whatsoever
on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the
associates of MCL even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report.

MCL and/or its affiliates and/or employees may have interests/positions, financial or otherwise of over 1 % at the end of the month immediately preceding
the date of publication of the research in the securities mentioned in this report.

The research professionals responsible for the preparation of this document may interact with trading desk personnel, sales personnel and other parties for
the purpose of gathering, applying and interpreting information. Subject Company may have been a client of MCL or its associates during twelve months
preceding the date of distribution of the research report. MCL or its associates may have investment banking and other business relationships with some
companies covered by our Research Department. Any or all of the foregoing among other things, may give rise to real or potential conflicts of interest.

MCL and it's associates may have managed or co-managed public offering of securities, may have received compensation for investment banking or
merchant banking or brokerage services, may have received any compensation for products or services other than investment banking or merchant banking
or brokerage services from the subject company in the past 12 months. MCL and it's associates have not received any compensation or other benefits from
the subject company or third party in connection with the research report.

Microsec Capital Ltd. (“MCL”) is SEBI registered Research Analyst under SEBI (Research Analyst) Regulation 2014 having registration Number INH300002407.
Besides, MCL is SEBI registered stock broker, Depository Participant, Merchant Banker, Portfolio Management Services and AMFI registered Mutual Fund
distributor.

The Company issues research reports to clients/prospective clients/others without any additional fees/charge.
No material disciplinary action impacting equity research analysis activities has been taken by any statutory/ Regulatory authority against MCL.

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. MCL does not compensate partly or in full, directly or indirectly, related to specific recommendations or
views expressed by the research analysts. Disclosure of interest statement of research analyst is as below:-

1.Analyst’s ownership of the stocks mentioned NIL
2.Served as an officer, director or employee in subject Company NO



