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investor’s eye stock update

Company details

Price chart

Shareholding pattern

Price performance

(%) 1m 3m 6m 12m

Absolute 6.7 -5.3 10.6 11.0

Relative 5.3 -9.7 -2.8 -12.3

to Sensex

Sintex Industries Reco: Hold

Stock Update

Q3FY2013 results-First cut analysis  CMP: Rs69

Sintex Industries: Result beats estimate, forex loss drags down bottom line

For Q3FY2013, Sintex Industries (Sintex)’ results were ahead of our expectation on

the top line front. The company posted a robust net sales growth of 23% year on

year (YoY) to Rs1,427.2 crores aided by a strong performance from the custom

moulding and monolithic divisions. The operating profit grew by 34.7% YoY to Rs219.8

crore. However, the net profit declined by 34.8% to Rs53.6 crores on account of a

foreign exchange (forex) loss. The adjusted net profit grew by 17.5% YoY to Rs85.2

crore.

The company managed to tie up funding for refinancing of $292 million of foreign

currency convertible bonds (FCCBs) during the quarter by:

� Issuing $140 million of new FCCBs.

� Raising ~Rs175 crore through a qualified institutional placement.

� Issuing 3 crore warrants to promoters.

Q3FY2013 result highlights

� Net revenues ahead of estimate: Sintex reported a robust top line growth.

The company’s net sales grew by 23.0% YoY to Rs1,427.2 crore aided by a strong

performance from the custom moulding and monolithic divisions. The monolithic

division grew by 40% YoY to Rs334 crore while the custom moulding division

grew by 22% YoY to Rs634 crore.

Price target: Rs85

Market cap: Rs2,056 cr

52 week high/low: Rs105/50

NSE volume: 34.0 lakh
(no. of shares)

BSE code: 502742

NSE code: SINTEX

Sharekhan code: SINTEX

Free float: 20.0 cr
(no. of shares)

Results (consolidated) Rs cr

Particulars Q3FY13 Q3FY12 YoY % Q2FY13 QoQ %

Net sales 1,427.2 1,160.8 23.0 1,198.5 19.1

Total expenses 1,207.4 997.7 21.0 1,015.7 18.9

Consumption of raw material 837.1 694.6 20.5 707.9 18.2

Employees cost 160.3 132.1 21.3 131.3 22.1

Other expenditure 210.0 171.0 22.9 176.5 19.0

Operating profit 219.8 163.1 34.7 182.8 20.2

Operating profit margin (%) 15.40 14.05 15.3 1.0

Other income 3.6 15.4 -76.5 6.4 -43.8

EBITDA 223.4 178.5 25.2 189.2 18.1

EBITDA margin (%) 15.7 15.4 15.8

Interest 31.2 35.4 -11.9 36.1 -13.6

Depreciation 52.0 46.7 11.2 50.5 3.0

Profit after interest but before 140.3 96.4 45.5 102.7 36.6

exceptional items

Exceptional items -45.0 13.5 -4.9

Reported PBT 95.3 109.9 -13.3 97.8 -2.6

Tax expense 42.0 28.3 48.3 25.8 63.0

Reported PAT before minority 53.3 81.6 -34.7 72.1 -26.0

Minority Interest 0.3 0.6 -43.8 0.3 20.1

Reported PAT after minority 53.6 82.2 -34.8 72.3 -25.8

Adjusted PAT 85.2 72.5 17.5 76.0 12.1

PAT margin (%) 6.0 6.2 6.3
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The better than expected performance from the

monolithic business was on account of the execution

of a large project, which was completed during the

quarter. As a result the revenues for the segment were

boosted by a one-off booking of a large project.

� Favourable raw material prices boost OPM: The

company’s operating profit margin (OPM) stood at

15.4% during the quarter, an increase of 135 basis points

YoY. The OPM was boosted by favourable raw material

prices. (cost of goods sold as % of sales decreased to

58.7% in Q3FY2013 as against 59.8% in Q3FY2012).

� Forex loss drags down reported net profit: The

company reported a forex loss of Rs45 crore during

the quarter pertaining to the FCCBs as against a gain

of Rs13.5 crore reported in Q3FY2012. As a result, the

company’s reported net profit decreased by 34.8% YoY

to Rs53.6 crore during the quarter. However, adjusting

for the forex impact, the net profit increased by 17.5%

to Rs85.2 crore in Q3FY2013.

Management commentary

� The management in the conference call highlighted that

it has successfully tied up funding for refinancing the

FCCBs and has received permission from the Reserve

Bank of India to prematurely redeem the FCCBs.

� The management also clarified that the strike

undertaken by some of its workers would have no

impact on its operations.

� The management sounded positive and gave a guidance

of a 10% top line growth and an improving margin for

FY2013.

� In line with its stated strategy, the management

cleared one more slow-moving site of the monolithic

business division during the quarter. The sticky

monolithic sites held up a lot of cash in the form of

working capital. As a result, the management has

consciously tried to clear the sticky sites. The company

expects to reduce the number of sites to two to three

sites  by March 2013, which is expected to release

Rs150 crore for FY2013 out of approximately Rs700

crore held up in the working capital.

� The management has maintained its stance of

improving its return ratios, generating free cash flows

and improving the balance sheet strength.

Currently, we have a Hold rating on the stock with a

price target of Rs85. We will revisit our earnings esti-

mate and come out with a detailed note shortly.

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.
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AGC Networks  Reco: Book profit

Stock Update

Exit with massive gains of 64% in less than five months  CMP: Rs225

investor’s eye stock update

Company details

Price chart

Shareholding pattern

Price performance

(%) 1m 3m 6m 12m

Absolute 4.7 9.5 76.6 270.8

Relative 3.3 4.4 55.2 193.1

to Sensex

Market cap: Rs640 cr

52-week high/low: Rs234/61

NSE volume: 22,284
(no. of shares)

BSE code: 500463

NSE code: AGCNET

Sharekhan code: AGCNET

Free float: 0.7 cr
(no. of shares)

� Risk/reward ratio turns unfavourable: In the last five months, AGC Network

has run up quite sharply gaining almost 70% and handsomely outperforming the

Sensex (up 11%), the Nifty (up 11.6%), the BSE Small-Cap Index (up 15%) and

the CNX Nifty (up 19%) over the same period. At the current valuation of around

6.7x FY2013E and 5x FY2014E earnings, the stock price factors in most of the

positives. We see a limited scope for further re-rating of the stock in the near

term. We also see downside risk to our earnings estimates due to the signs of a

slowdown in new order inflows. Thus, at the current valuation, the risk/reward

ratio for the company does not appear favourable.

Stock performance relative to market

Particulars Initiation price CMP Returns (%)

AGC Network *# 137 225 64.2

Sensex 17,633 19,644 11.4

Nifty 5,348 5,969 11.6

BSE Small Cap 6,580 7,575 15.1

CNX Midcap 7,290 8,700 19.3

Source: Bloomberg

* Coverage on AGC Network initiated on August 13, 2013

# Current stock price of AGC Network is ex bonus, the company issued bonus shares in ratio of 1:1 on

October 30, 2012

� Q3FY2013 performance expected to be weak: In the preceding quarter (ie

Q2FY2013) AGC Network had reported weak numbers, with the revenues growing

by 9.8% to Rs281.3 crore and the net profit declining by 28.5% to Rs13.6 crore

year on year (YoY). Adjusting for the set-up costs (Rs7.43 crore) and the write-

back of taxes (Rs4.74 crore), the adjusted net profit was down 22.6% to Rs16.3

crore. For Q3FY2013, which is seasonally strong for the company, we expect

weak numbers on account of an increase in the company’s interest expenses.

Though we expect the top line to show a strong growth of 40% YoY to Rs336.9

crore, but the bottom line is likely to show a drop of 5.5% YoY to Rs17.2 crore.

In Q4FY2013, the company will require to grow by 83% YoY and by over 155%

quarter on quarter to achieve our revenue estimate of Rs95.3 crore for the full

Valuations

Particulars FY2010 FY2011 FY2012 FY2013E FY2014E

Revenues (Rs cr) 538.9 323.8 994.6 1,298.3 1,765.9

Net profit (Rs cr) 33.3 13.3 68.8 98.0 125.2

EPS (Rs) 11.7 4.6 24.2 33.5 44.0

PE (x) 19.2 48.5 9.3 6.7 5.1

EV/EBITDA (x) 9.8 30.1 7.4 5.8 4.4

RoE (%) 14.5 5.2 21.2 25.5 27.1

RoCE (%) 17.5 6.5 23.0 19.4 20.9

Dividend yield (%) 1.0 0.5 3.3 3.0 2.9
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year. Thus, there could be a downgrade in our estimates

for FY2013. Further, our interaction with the company

suggests pressure on the working capital/debtors days

and some delay in the order ramp-up which could also

affect our estimates for FY2014.

� Book profit with 64% gains from initiation price: We

had initiated coverage on AGC Network with a Buy

rating on August 13, 2012 at Rs265 (ex bonus at Rs132.5,

the company issued bonus shares in ratio of 1:1 on

October 30, 2012). Since then the stock price has

posted a high of Rs234 (on October 30, 2012), thereby

crossing our initial price target of Rs200. It is currently

quoting at Rs225, which is closer to our upgraded price

target of Rs235 (the price target was upgraded after

the Q2FY2013 results). At the current market price,

the stock price reflects a gain of 64% from our initial

recommendation in little less than five months. With

a strong run-up in the stock price and an unfavourable

risk/reward ratio at the current level, we recommend

booking profit on the stock.

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

Viewpoint

Expansion to drive growth CMP: Rs126

One of the widest and strongest domestic distribution

networks: Dhanuka Agritech (Dhanuka) is one of the few

agrochemical companies in India that has a pan-India

network. The company’s network reaches more than 7,000

distributors, which cover more than 550 district, and 4,500

dealers directly. The business reaches out to more than

10 million farmers. The company’s marketing network is

one of the best in India and its ability to penetrate even

the interiors of villages has given the company a distinct

edge over competition. The company’s widespread

distribution network along with a good reputation among

farmers with the help of its doctors (strength of 1,500

doctors) has encouraged the multi-national companies

(MNCs) to partner with Dhanuka and use its extensive

distribution network to market their products in India.

Asset light business model resulted higher return ratios:

Dhanuka’s asset light business model is one of the unique

business model in the Indian agrochemicals business. The

company’s main focus is to develop a strong and

widespread network of dealers. Also, good brand building

among farmer is the unique selling point of the company.

Higher focus to reach as many markets as possible in India

is helping the company to achieve respectable revenues

with minimum investment in manufacturing assets. It is

also focusing on collaborations with global agrochemical

majors to procure active ingredients for manufacturing

and marketing of specialty molecules. The unique asset

light model and exclusive collaborations with the MNCs

have worked well for the company and resulted in high

return ratios as compared with peers.

Expansion coupled with new product launches to drive

growth: Launching a whole range of new and exclusive

products over a period (in FY2014 and FY2015) will be

the key focus area for the company’s management to drive

the revenues and profitability in the coming years.

Dhanuka is going to launch six exclusive new molecules in

the domestic market in the next two years of which two

molecules have the capability of becoming a blockbuster

like Targa Super. In order to cater the need for the

production of new and exclusive products, the company

has started the process of increasing its capacity for

specialty molecules by the way of greenfield project in

Rajasthan. The installed capacity of the Rajasthan project

will be double the current capacity. Thus, after the

greenfield expansion, the installed capacity of the

company will increase to 24,000KL.

Capacity expansion

Current Capacity Capex

Udhampur 4,720

Gurgoun 4,500

Expansion

Rajasthan 15,000 Rs50 crore (funded through

internal accruals)

Total capacity 24,220

Valuation and outlook: Excellent serving capacity to

farmer, extensive domestic distribution reach coupled with

large product offering make Dhanuka one of the best

agrochemical companies of India. We expect revenues to

increase to Rs655 crore by FY2014 at a compounded annual

growth rate (CAGR) of 11% over FY2012-14 due to

investor’s eye viewpoint

Valuation

Particulars FY2010 FY2011 FY2012 FY2013E FY2014E

Net sales (Rs cr) 408.7 493.5 529.8 594.2 654.7

EBIDTA (Rs cr) 58.8 78.5 80.0 89.6 105.1

Adj. PAT (Rs cr) 36.3 50.9 57.1 63.9 71.2

EBIDTA margin (%) 14.4 15.9 15.1 15.1 16.1

PAT margin (%) 8.9 10.3 10.8 10.8 10.9

EPS (Rs) 7.3 10.2 11.4 12.8 14.2

P/E (x) 17.2 12.3 10.9 9.8 8.8

RoCE (x) 26.4 23.9 23.4 21.6 20.4

RoE (x) 37.4 29.9 26.6 24.1 22.4

Debt/equity 0.6 0.4 0.2 0.2 0.1
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Dhanuka’s continued thrust on launching new products

and more focus on strengthening its widespread marketing

and distribution network. We expect the EBIDTA margin

to remain stable in range of 15-16%. Going ahead, profit

after tax (PAT) is likely to grow at a CAGR of 11% (FY2012-

14) with an estimated earnings per share (EPS) of Rs12.8

and Rs14.2 for FY2013 and FY2014 rough cut estimated

earnings respectively. At the current market price of

Rs125, the stock trades at 9.8x and 8.8x its FY2013 and

FY2014 rough cut estimated earnings.

About company

Dhanuka’s  core strength lies in its vast distribution

network spread in the interiors of rural India through 27

branch offices, 1,000 plus techno-commercial staff and

15,000 highly dedicated dealers.

It has four modern manufacturing facilities at Gurgaon

and Sohna in Haryana, Sanand in Gujarat and Udhampur

in Jammu and Kashmir for formulation of various grades

of pesticides, fungicides and insecticides. It also has two

seed-processing units at Mandideep in Madhya Pradesh

and Turkapalli (Hyderabad) in Andhra Pradesh. The

company has total installed capacity of 28,690 metric

tonne of solids granules and 9,220KL of liquid.

Well-diversified product portfolio de-risks the

dependency on one product: Dhanuka’s product portfolio

is well diversified, comprising 38 insecticides, 19

herbicides, 21 fungicides and 16 plant growth regulators.

With over 80 products, the company is able to cater to a

wide variety of crops such as paddy, pulses, cotton,

vegetables and others. Further, speciality molecules

comprise around two-thirds of the company’s revenues.

Specialty molecules tend to command 20% or more margin

compared to the generic products, which typically have

10-15% margin.

Products

Insecticides Media Adfyre

Dunet Bridage

Caldan Bombard

Omite Dhanpreet

Aaatank Dhawagold

Herbicides Targa Super Noweed

Barrier Ozone

Craze D-Era

Ourin Hook WG

Weedmar Super Nabood

Fungicides Vitavax Power Hexadhan Plus

Sixer Dhanteam

Kasu-B Sheathmar

Hi-Dice Vitavax Ultra

Cursor

Plant growth nutrients Dhanuvit Samadhan

Dhanzyme Gold Wetcit

investor’s eye viewpoint

Targa Super has been a blockbuster herbicide with more

than Rs100 crore sales:  Targa Super is one of the

important products, which contributes 20% of the total

sales. Targa Super was launched in 2001 with an exclusive

collaboration with Nissan Chemicals and is largely used

in crops like cotton, pulses, soybean and groundnuts.

Following are the top five products that contribute nearly

40% of the total revenues.

Dhanuka’s top five products

Products Category % of revenue

Targa Super Herbicides 20

Caldan Insecticides 10

Markar Insecticides 4

Omite Miticides 4

Dhanzyme Granules PGR 3

Collaborations: Dhanuka’s first international collaboration

was with Du Pont in 1992 for manufacturing formulations.

It has also entered into collaborations with various MNCs

in the USA and Japan. Currently, Dhanuka’s sales through

international collaborations are more than 46% of the total

revenues.

MNCs Product portfolio

FMC (USA) Three insecticides and one herbicide

DuPont (USA) Two insecticides, two fungicides and

two herbicides

Chemtura One insecticide, one fungicide and one

miticide

Nissan Chemicals (Japan) One pesticide, which is a blockbuster

(Targa Super)

Sumitomo Corp (Japan) One insecticide and one fungicide.

Caldan is the leading product

Mitsui (Japan) Two insecticides

Hokko (Japan) One fungicide

Key risks

Uneven weather conditions: The performance of the

pesticide industry remains highly dependent on the

weather, which affects the presence of disease and pest

infestations in the short term on a regional basis. Normal

monsoon is an important factor but not the only factor

driving the demand for pesticides. Pest occurrence is also

critical in driving sales volume of the pesticide companies.

Therefore, the adverse weather conditions and inadequate

pest occurrence can negatively affect the performance

of the pesticide companies.

Dhanuka highly dependent for technical supply of

molecules: Dhunuka is highly dependent on the MNCs to

secure technical supply of the molecules because it

doesn’t have the technical capabilities to develop the

molecules.
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Segmental chart

investor’s eye viewpoint

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

Revenues and EBIDTA margin Return ratios

0.0

100.0

200.0

300.0

400.0

500.0

600.0

700.0

FY10 FY11 FY12 FY13E FY14E

13.5%

14.0%

14.5%

15.0%

15.5%

16.0%

16.5%

Net sales EBIDTA Margin

6MFY2013 product-wise revenues 6MFY2012 product-wise revenues

Fungicides
10%

Herbicides
31%

Others
10%

Insecticides
49%

Insecticides Fungicides Herbicides Others

Insecticides
48%

Fungicides
10%

Herbicides
32%

Others
10%

Insecticides Fungicides Herbicides Others

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

30.0%

35.0%

40.0%

FY10 FY11 FY12 FY13E FY14E

RoCE RoE



9Sharekhan January 10, 2013 Home Next

Sharekhan Stock Ideas

Disclaimer

This document has been prepared by Sharekhan Ltd.(SHAREKHAN) This Document is subject to changes without prior notice and is intended only for the person or entity to which it is addressed to and may contain confidential and/or
privileged material and is not for any type of circulation. Any review, retransmission, or any other use is prohibited. Kindly note that this document does not constitute an offer or solicitation for the purchase or sale of any financial
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To know more about our products and services click here.

Automobiles

Apollo Tyres

Ashok Leyland

Bajaj Auto

M&M E
Maruti Suzuki India

Banks & Finance

Allahabad Bank
Andhra Bank
Axis (UTI) Bank
Bajaj Finserv
Bank of Baroda
Bank of India
CanFin Homes
Capital First
Corp Bank
Federal Bank
HDFC
HDFC Bank
ICICI Bank
IDBI Bank
Punjab National Bank
SBI
Union Bank of India
Yes Bank

Consumer goods

Bajaj Corp

GSK Consumers

Godrej Consumer Products

Hindustan Unilever

ITC

Marico

Mcleod Russel India

TGBL (Tata Tea)

Zydus Wellness

IT / IT services

AGC Networks

CMC

HCL Technologies

Infosys

NIIT Technologies

Persistent Systems

Polaris Financial Technology

Tata Consultancy Services

Wipro

Capital goods / Power

Bharat Heavy Electricals

CESC

Crompton Greaves

Greaves Cotton

Kalpataru Power Transmission

PTC India

Thermax
V-Guard Industries

Infrastructure / Real estate

Gayatri Projects
ITNL
IRB Infra
Jaiprakash Associates
Larsen & Toubro
Mahindra Lifespace Developers
Orbit Corporation
Pratibha Industries
Punj Lloyd
Unity Infraprojects

Oil & gas

GAIL
Oil India
Reliance Ind
Selan Exploration Technology

Pharmaceuticals

Aurobindo Pharma
Cadila Healthcare
Dishman Pharma
Divi's Labs
Glenmark Pharmaceuticals 
Ipca Laboratories
Lupin
Piramal Enterprises
Sun Pharmaceutical Industries
Torrent Pharma

Agri-Inputs

Deepak Fert
Tata Chemicals
United Phosphorus

Building materials

Grasim
India Cements
Madras Cements
Orient Paper and Industries
Shree Cement
UltraTech Cement

Discretionary consumption

Eros International Media
Indian Hotel Company
KKCL
Raymond
Relaxo Footwears
Speciality Restaurants
Zee Entertainment Enterprises

Diversified / Miscellaneous

Aditya Birla Nuvo
Bajaj Holdings
Bharti Airtel
Bharat Electronics
Gateway Distriparks
Max India
Opto Circuits India
Ratnamani Metals and Tubes
Sintex Industries
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