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Price performance

Stock Update
Export business driving growth momentum 

(%) 1m 3m 6m 12m

Absolute 4.3 19.5 28.2 30.7

Relative to Sensex 8.0 12.7 19.6 19.6

PI Industries

Reco: Buy  |  CMP: Rs1,105

Key points

 �  Export business drives growth, operating 
margin remains stable: PI Industries reported 
healthy revenue growth of 28.7% y-o-y to Rs. 
805 crore, led by strong 39% y-o-y growth in 
exports (due to new products commercialisation 
and ramp-up in demand of existing products) as 
domestic growth was sub-5% y-o-y (due to lower 
demand offtake post muted winter season). 
Higher input cost led to gross margin contraction 
of 264 BPS to 45.7% during Q4FY2019. EBITDA 
witnessed growth of 27.6% y-o-y to Rs. 172 crore 
on account of better product mix, improved 
realisation and operating leverage benefit. 
However, operating profit margin (OPM) 
witnessed marginal contraction of 19 BPS y-o-y 
to 21.4%. PAT grew at a slower pace of 18% to Rs. 
124 crore despite higher other income (up 16.2% 
y-o-y) as higher depreciation (up 14.6% y-o-y) 
and higher tax incidence (26.1% as against 19.4% 
in Q4FY2018) restricted PAT growth. 

 �  Supportive global demand scenario to 
boost CSM business: The global business 
environment is witnessing  recovery on 
account of i) lower channel inventory levels as 
compared to previous years, ii) demand offtake 
seems to be healthy in various geographies on 
account of favourable climatic conditions, and 
iii) innovators seem to have started focusing on 
developing and introducing new molecules and 
products after a gap of 2-3 years, as they were 
involved in large M&A activities and integration 
of the acquired companies, which seems to be 
largely over. 

 CSM business reported strong revenue growth of 
29% y-o-y during FY2019, led by healthy order 
backlog and introduction of new molecules. The 
CSM order book stood at $1.35 billion at the 
end of FY2019. Management highlighted that 
the CSM business currently seems to be more 
sustainable with clear visibility for the next 4-6 
quarters because of easing global inventories 
and firm requirements from innovator customers 
(as they have a healthy product launch pipeline). 
On the domestic front, the company intends to 
introduce 2-3 new products on the backdrop of 
expectation of near-normal monsoon, which is 
expected to drive performance in the domestic 
market. 

 �  Strong balance sheet, improved profitability to 
inch up return ratios: Management is hopeful to 
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Valuation Rs cr

Particulars  FY17  FY18  FY19  FY20E  FY21E 

 Net sales    2,277    2,277    2,841    3,445    4,134 

Growth (%)        8.6         0.0      24.8      21.3      20.0 

 EBIDTA       590        554       636       812    1,039 

 EBIDTA Margin (%)      24.3       21.7      20.3      21.6      23.1 

 Adj PAT       460        368       410       537       705 

 PAT Margin (%)      20.2       16.2      14.4      15.6      17.1 

 EPS (Rs)      33.4       26.7      29.8      39.0      51.3 

 Debt/Equity (x)       (0.1)       (0.1)       (0.1)       (0.2)       (0.2)

 P/E (x)      33.1       41.3      37.1      28.3      21.6 

EV/EBITDA (x)      27.3       30.3      26.1      19.9      15.0 

 RoCE (%)      33.2       25.0      24.9      27.3      29.3 

 RoE (%)      32.8       20.7      19.5      21.2      22.8 
Source: Sharekhan Research

Results Rs cr
Particulars  Q4FY19 Q4FY18 YoY (%) Q3FY19 QoQ (%)
Net Sales         805          625          28.7         708              13.8 

EBITDA         172          135          27.6         149              15.7 

Other Income           22            19          16.2           15              46.1 

Depreciation           24            21          14.6           23                4.3 

Interest             1              2        (27.8)             2            (13.3)

PBT         168          131          28.8         139              21.2 

Tax           44            25          73.9           32              39.2 

RPAT         124          105          18.0         107              15.9 

EPS (Rs)          8.8           7.6          15.7          7.8              13.6 

   YoY (BPS)  QoQ (BPS)

OPM (%)       21.4        21.5            (19)       21.0                 36 

NPM (%)       15.5        16.9          (140)       15.2                 29 
Source: Sharekhan Research

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.

get FY2020 capex of Rs. 400 crore-450 crore 
completed by way of internal accruals, as the 
company has a strong balance sheet (cash 
surplus of Rs. 195 crore at the end of FY2019); 
and cash flow generation is expected to remain 
healthy going forward. Management highlighted 
that most part of the capex will be incurred 
towards building capacities (two plants) in the 
CSM business and a portion of the capex will be 
incurred for building-related infrastructure. The 
two plants are expected to be commissioned 
in 3QFY2020E and 1QFY2021E. Return ratios 
are expected to improve by 434 BPS and 332 
BPS to 29.3% and 22.8% at RoCE and RoE level, 
respectively, on account of a healthy revenue 
CAGR of 20.6% over FY2019-FY2021 and 
improved profitability CAGR of 28.8% and 31.1% 
at EBITDA and PAT level, respectively, during 
the same period. 

 �  Maintain Buy with a revised PT of Rs. 1,280: 
The start of the multiyear upcycle in the global 
agrochem market, which has been good, augurs 
well for the business visibility of the CSM 
business (expected to grow by 20%+ in the next 
2-3 years). Management believes the company 
will be able to generate an additional revenue 
of 1.5x-1.75x on capex, which is being incurred 
for building capacities on a full-year basis and 
100% utilisation can be achieved in 6-9 months, 
as it has commitments from global innovators. 
Management has guided for revenue growth of 
20-22% and margin improvement of 50-100 BPS 
for FY2020E. With industry-leading return ratios 
coupled with healthy balance sheet and strong 
earnings visibility, we expect further re-rating 
in the stock. We reiterate our Buy rating on the 
stock with an upward revised price target (PT) of 
Rs. 1,280/share.
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