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BSE SENSEX S&P CNX   CMP: INR629 TP: INR800 (+27%) Buy 26,034 7,925 
 

 
 

Bloomberg PI IN 

Equity Shares (m) 136.1 
M.Cap. (INR b)/USD b) 85.6/1.3 
52-Week Range (INR) 786 / 480 
1, 6, 12 Rel. Per (%) -2/4/35 
12M Avg Val (INR M) 118 
Free float (%) 41.6 
 
Financials & Valuation (INR Billion) 
 Y/E MAR 2015 2016E 2017E 
Sales 19.4 23.0 28.5 

EBITDA 3.7 4.6 5.9 

NP 2.5 3.0 3.9 

EPS (INR) 18.0 21.7 28.4 

EPS Gr. (%) 30.3 20.7 30.6 

BV/Sh (INR) 65.6 83.1 106.0 

RoE (%) 30.9 29.2 30.0 

RoCE (%) 39.9 38.0 40.0 

Payout (%) 16.9 19.6 19.3 

Valuations    
P/E (x) 34.9 28.9 22.1 

P/BV (x) 9.6 7.6 5.9 

EV/EBITDA (x) 23.2 18.7 14.4 

Div. Yld (%) 0.4 0.6 0.7 
 

Shareholding pattern (%) 
As on Sep-15 Jun-15 Sep-14 
Promoter 58.4 58.4 58.4 

DII 8.8 8.5 7.4 

FII 17.0 17.5 19.1 
Others 15.9 15.7 15.1 
FII Includes depository receipts 
 

Stock Performance (1-year) 

  
 
 

 
‘Vibrant’ launch to aid agro-chem growth 
CSM growth momentum intact 

We recently interacted with the management of PI Industries post the launch of 
‘Vibrant’ to understand the product and its potential. 
 

PI launches ‘Vibrant’—a unique rice-protecting insecticide 
PI launched ‘Vibrant’ under the insecticide segment to control rice pest. Vibrant 
(Thiocyclam) is a broad-spectrum insecticide for rice treatment and can attack two 
pests (stem borer and lepidoptera/leaf folder) in a single application. Farmers 
currently use two insecticides—one for stem borer and another for leaf folder. The 
new product is exclusive (registration u/s 9(3) of CIB) and has an in-licensing 
arrangement with Japanese MNC Nippon Kayaku—PI’s first tie-up with the MNC. The 
product has undergone four years of development and testing. Our interactions with 
the management suggest that Vibrant doesn’t cannibalize any of PI’s existing 
products.  
 
Vibrant—a potential market of INR13b  
Our interactions with the management suggest that the market opportunity for the 
product stands at ~INR13b-14b. The product will be initially launched in Andhra 
Pradesh followed by Tamil Nadu and Karnataka and then the rest of India; 
management highlighted that given the rice sowing season, it is an ideal time for 
launch. An acre of farm will require 5 kgs of Vibrant costing INR200/kg, which 
management believes is comparable to the cost of peers’ insecticides warranting 
more than one spray depending on the product. Management is confident of the 
product’s high level of efficacy vis-à-vis peers’ products, which offer single pest 
attack. Some of popular products in the single attack category include Rynaxypyr 
(price ~INR190/kg) by Du Pont, Cartap (price ~INR90/kg) and Fibronil by various 
companies; Vibrant is priced at ~INR200/kg. 
 
CSM outlook remains strong 
Phase III of the Jambusar facility will commence operations from January 2016, and 
will achieve full potential in the next 2-3 years (asset turnover of 2-2.5x). The order 
book in CSM stands at USD650m. Management is confident of achieving its guidance 
of 16-18% growth in the CSM business for FY16. 
 
Valuation and view 
With best-in-class capital efficiency (40% RoCE), insignificant debt-to-equity and 
robust growth outlook (21% revenue CAGR and 26% PAT CAGR), we believe PI is one 
of the best plays on India’s agri sector and CSM opportunities. We believe mix 
change in favor of the R&D-intensive CSM business would continue to drive rerating 
for the stock. PI trades at 28.9x FY16E and 22.1x FY17E EPS. We maintain Buy rating 
with a target price of INR800, valuing the stock at 28x FY17E earnings. 

 Investors are advised to refer through important disclosures made at the last page of the Research Report. 
Motilal Oswal research is available on www.motilaloswal.com/Institutional-Equities, Bloomberg, Thomson Reuters, Factset and S&P Capital. 
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PI launches ‘Vibrant’—a unique rice-protecting insecticide 
 PI launched ‘Vibrant’ under the insecticide segment to control pest of rice crop.  
 Vibrant (Thiocyclam) is a broad-spectrum insecticide for rice treatment and can 

attack two pests (stem borer and lepidoptera/leaf folder) in a single application. 
Farmers currently use two insecticides—one each for stem borer and leaf folder.  

 The product is exclusive (registration u/s 9(3) of CIB) and has an in-licensing 
arrangement with Japanese MNC Nippon Kayaku—PI’s first tie-up with the 
MNC.  The product has undergone four years of development and testing. 

 Our interactions with the management suggest that the product doesn’t 
cannibalize any of PI’s existing products. 
 

Exhibit 1: Lepidoptera are insects - butterflies and moths 

 
Source: Company, MOSL 

Exhibit 2: Stem borer that attacks the rice plant initially 

 
Source: Company, MOSL 

 
Vibrant—a potential market of INR13b  
 Our interactions with the management suggest that the market opportunity for 

the product stands at ~INR13b-14b.  
 The product will be initially launched in Andhra Pradesh followed by Tamil Nadu 

and Karnataka, and then the rest of India. Management highlighted that given 
the rice sowing season in these states, it is an ideal time for launch.  

 An acre of farm will require 5 kgs of Vibrant costing INR200/kg, which 
management believes is comparable to peers’ insecticides warranting more than 
one spray depending on the product. Management is confident of the product’s 
high level of efficacy vis-à-vis peers’ products, which offer single pest attack.  

 Some of popular products in the single attack category include Rynaxypyr (price 
~INR190/kg) by Du Pont, Cartap (price INR90/kg) and Fibronil by various 
companies; Vibrant is priced at ~INR200/kg. 

 While the management highlighted that it is difficult to identify the exact cost 
savings to farmers, it pointed that the product’s high level efficacy shall help 
farmers in the form of savings in cost of application and efforts. 

 
Outlook remains strong 
 Phase III of the Jambusar facility will commence operations from January 2016 

and will achieve full potential in the next 2-3 years (asset turnover of 2-2.5x); we 
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believe this along with commercialization of 1-2 molecules every year will drive 
the CSM revenue going ahead.  

 The order book in CSM stands at USD650m. Management is confident of
achieving its guidance of 16-18% growth in the CSM business for FY16.

 The long-term outlook in the domestic agri-business continues to remain strong
with the launch of Vibrant and the expected re-launch of Bio-Vita by year-end.

 PI has 5-6 products in the pipeline for launch in the next three years, with 2-3
products being launched each year. The products launched are early-stage
molecules, thus providing multi-year growth visibility.

Exhibit 3: CSM revenue trend 

Source: Company, MOSL 

Exhibit 4: Domestic agri revenue trend 

Source: Company, MOSL 
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Valuation and view  
We value PI at 28x FY17E EPS, which we believe is justified considering: 
 PI boasts of a unique business model—a strong R&D-led custom synthesis

business (59% of revenues) build over the last two decades, and an equally
compelling domestic agro-chemicals business (41% of revenues)—largely built
by in-licensing arrangements with major global agro-chemicals innovators.

 With a mere 10% penetration, we believe there is untapped growth potential in
PI’s largest product Nominee Gold, which (along with new products like Osheen
and Vibrant) will continue to drive growth momentum for the domestic agro-
chemicals business.

 With a strong order book (USD610m), the CSM business has robust revenue
visibility—book-to-bill of 3.2x; we thus expect 21% revenue CAGR over FY15-17.
We believe foray into new segments like pharmaceuticals and electronics
chemicals will be the next key growth drivers for the CSM business.

 With best-in-class capital efficiency (40% RoCE, low debt/equity, robust growth
outlook—21% revenue CAGR and 26% PAT CAGR), we believe PI is one of the
best plays on India’s agri sector and CSM opportunities.

 We value the stock at 28x FY17E earnings and maintain Buy with a target price
of INR800.

Exhibit 5: 10-year  PE band 

Source: MOSL 

Exhibit 6: 10-year PB band 

Source: MOSL 
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Story in charts 

Exhibit 7: CSM contribution to increase 

Source: Company, MOSL 

Exhibit 8: Order book to revenue ratio in CSM 

Source: Company, MOSL 

Exhibit 9: Consistently strong asset turnover 

Source: Company, MOSL 

Exhibit 10: High cash flow generating 

Source: Company, MOSL 

Exhibit 11: Expected to be debt-free by FY17 

Source: Company, MOSL 

Exhibit 12: RoCE to improve to 40% (%) 

Source: Company, MOSL 
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Key assumptions 
 

Exhibit 13: Assumption sheet 

 FY12 FY13 FY14 FY15 FY16E FY17E 

Revenues (INR m)  8,791   11,515   15,955   19,403   22,972   28,541  

Domestic agro-chemicals  5,052   5,500   6,700   7,973   8,611   10,333  

CSM  3,731   6,001   9,250   11,430   14,362   18,208  

Revenues growth (%)       
Domestic agro-chemicals 23% 9% 22% 19% 8% 20% 
CSM 59% 61% 54% 24% 18% 23% 
EBITDA (INR m)  1,434   1,806   2,889   3,727           4,624           5,879  
Domestic agro-chemicals  783   664   1,039   1,276           1,363           1,705  
CSM  672   1,132   1,785   2,400           3,260           4,114  
EBITDA margins (%)       
Domestic agro-chemicals 16% 12% 16% 16% 16% 17% 
CSM 18% 19% 19% 21% 23% 23% 
 

Source: Company, MOSL 
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Financials and valuations 
 

Income Statement (Consolidated)             (INR Million) 
Y/E March FY11 FY12 FY13 FY14 FY15 FY16E FY17E 
Total Income from Operations 7,200 8,791 11,514 15,955 19,403 22,972 28,541 
    Change (%) 32.7 22.1 31.0 38.6 21.6 18.4 24.2 
EBITDA 1,152 1,434 1,806 2,889 3,727 4,624 5,879 
    Margin (%) 16.0 16.3 15.7 18.1 19.2 20.1 20.6 
Depreciation 157 173 220 316 498 633 759 
EBIT 995 1,261 1,586 2,573 3,229 3,991 5,121 
Int. and Finance Charges 185 199 218 118 97 91 54 
Other Income 104 51 82 158 420 341 320 
PBT after EO Exp. 914 1,434 1,450 2,613 3,552 4,241 5,387 
Current Tax 207 395 323 779 1,147 1,272 1,508 
Deferred Tax 56 3 154 -46 -54 0 0 
    Tax Rate (%) 28.8 27.8 32.9 28.1 30.8 30.0 28.0 
Reported PAT 651 1,036 973 1,880 2,459 2,969 3,879 
Adjusted PAT 651 804 973 1,880 2,459 2,969 3,879 
    Change (%) 55.4 23.5 21.0 93.2 30.8 20.7 30.6 
    Margin (%) 9.0 9.1 8.5 11.8 12.7 12.9 13.6 
                
Balance Sheet (Consolidated)             (INR Million) 
Y/E March FY11 FY12 FY13 FY14 FY15 FY16E FY17E 
Equity Share Capital 112 125 136 136 137 137 137 
Total Reserves 1,944 3,129 5,182 6,809 8,828 11,214 14,344 
Net Worth 2,137 3,254 5,317 6,945 8,965 11,351 14,481 
Deferred Liabilities 347 361 517 485 434 434 434 
Total Loans 2,383 2,468 2,172 1,223 1,148 1,348 0 
Capital Employed 4,867 6,084 8,007 8,653 10,546 13,133 14,914 
                
Gross Block 3,617 4,160 6,178 6,829 7,050 11,050 12,300 
Less: Accum. Deprn. 1,076 1,185 1,398 1,563 1,724 2,357 3,116 
Net Fixed Assets 2,541 2,975 4,781 5,267 5,326 8,693 9,184 
Capital WIP 335 810 605 425 1,332 345 228 
Total Investments 5 5 5 5 5 5 5 
                
Curr. Assets, Loans&Adv. 3,760 4,226 5,956 7,482 9,668 10,658 13,796 
Inventory 1,410 1,788 2,418 3,188 3,782 4,305 5,330 
Account Receivables 1,750 1,722 2,625 2,568 3,826 4,091 5,083 
Cash and Bank Balance 70 94 161 438 341 200 909 
Loans and Advances 530 622 752 1,289 1,719 2,062 2,475 
Curr. Liability & Prov. 1,794 1,965 3,375 4,574 5,851 6,634 8,365 
Account Payables 1,660 1,781 3,151 4,251 5,437 5,812 7,328 
Provisions 133 184 224 324 413 822 1,036 
Net Current Assets 1,966 2,261 2,581 2,908 3,817 4,025 5,432 
Deferred Tax assets 21 32 35 48 65 65 65 
Appl. of Funds 4,867 6,084 8,007 8,653 10,546 13,133 14,914 

E: MOSL Estimates 
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Financials and valuations 
Ratios               
Y/E March FY11 FY12 FY13 FY14 FY15 FY16E FY17E 
Basic (INR)               
EPS 5.8 6.4 7.2 13.8 18.0 21.7 28.4 
Cash EPS 7.2 7.8 8.8 16.1 21.6 26.4 34.0 
BV/Share 19.1 26.0 39.2 51.0 65.6 83.1 106.0 
DPS 0.4 0.9 1.0 2.0 2.5 3.5 4.5 
Payout (%) 9.0 14.0 16.2 17.0 16.9 19.6 19.3 
Valuation (x)               
P/E       45.5 34.9 28.9 22.1 
Cash P/E       39.0 29.1 23.8 18.5 
P/BV       12.3 9.6 7.6 5.9 
EV/Sales       5.4 4.5 3.8 3.0 
EV/EBITDA       29.9 23.2 18.8 14.4 
Dividend Yield (%) 0.1 0.1 0.2 0.3 0.4 0.6 0.7 
FCF per share -6.8 -0.4 -3.6 11.4 1.1 2.4 20.9 
Return Ratios (%)               
RoE 35.3 29.8 22.7 30.7 30.9 29.2 30.0 
RoCE 29.1 25.6 25.3 34.9 39.9 38.0 40.0 
Working Capital Ratios               
Asset Turnover (x) 1.5 1.4 1.4 1.8 1.8 1.7 1.9 
Inventory (Days) 122 133 131 126 124 120 120 
Debtor (Days) 83 68 79 56 69 62 62 
Creditor (Days) 144 132 171 169 178 162 165 
Working Cap. Turnover (Days) 96 90 77 57 65 61 58 
Leverage Ratio (x)               
Debt/Equity 1.1 0.8 0.4 0.2 0.1 0.1 0.0 
                
Cash Flow Statement (Consolidated)             (INR Million) 
Y/E March FY11 FY12 FY13 FY14 FY15 FY16E FY17E 
OP/(Loss) before Tax 914 1,434 1,450 2,613 3,552 4,241 5,387 
Depreciation 157 173 220 316 498 633 759 
Interest & Finance Charges 158 157 155 -20 -126 91 54 
Direct Taxes Paid -180 -400 -380 -743 -1,195 -1,272 -1,508 
(Inc)/Dec in WC -839 -390 -425 -81 -971 -349 -698 
CF from Operations 210 975 1,020 2,084 1,759 3,344 3,994 
Others 0 69 0 104 83 0 0 
CF from Operating incl EO 210 1,044 1,020 2,188 1,841 3,344 3,994 
(inc)/dec in FA -969 -1,091 -1,510 -640 -1,685 -3,012 -1,134 
Free Cash Flow -758 -47 -490 1,548 156 332 2,860 
Others 20 51 105 179 274 0 0 
CF from Investments -949 -1,040 -1,405 -461 -1,412 -3,012 -1,134 
Issue of Shares 0 -28 1,187 40 38 0 0 
Inc/(Dec) in Debt 946 359 -402 -1,097 -153 200 -1,348 
Interest Paid -177 -212 -251 -115 -111 -91 -54 
Dividend Paid -15 -100 -76 -272 -300 -583 -749 
Others 0 0 -6 -7 0 0 0 
CF from Fin. Activity 754 20 452 -1,451 -526 -474 -2,151 
Inc/Dec of Cash 16 24 67 276 -96 -141 709 
Opening Balance 54 70 94 161 437 341 200 
Closing Balance 70 94 161 437 341 200 909 
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N O T E S  
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