The following report is provided for informational purposes only and should not be construed as financial or investment advice.
Investors are advised to refer to the disclaimer at the end of the report

PRUDENT EQUITY

Heranba Industries

CMP —3343

07" June, 23

ABOUT THE COMPANY

Heranba Industries Limited (HIL) is one of India’s leading
agrochemical players. The Company was founded in 1994 by Mr.
Sadashiv K. Shetty and Mr. Raghuram K. Shetty in Vapi, Gujarat. The
company began by manufacturing intermediates and gradually
forward-integrated the company and diversified the operations to
produce technical and formulations as well.

Currently, the company has 4 manufacturing facilities (UNIT- I
(GIDC VAPI, UNIT- II (GIDC VAPI), UNIT- III (SARIGAM GIDC
PLANT) UNIT- 1V (GIDC VAPI) and a presence in over 65 countries.
The company has 10000+ dealers across India. The company has a
total manufacturing capacity of 15224 MTPA.

The product portfolio of technicals and formulation is provided
below:

NOT RATED

HERANBA

INDUSTRIES LIMITED

Technicals:
Insecticides Herbicides | Fungicides
Cypermethrin Glyphosate | Tricyclazole
Deltamethrin Metribuzin | Hexaconazole
Alpha Cypermethrin Clodinofop
Acephate
Lambda Cyhalothrin
Permethrin
Profenophos
Temephos
Theta  Cypermethrin
Thiamethoxam
Imidacloprid

Formulations:
Insecticides Herbicides | Fungicides
Jayam Glory Macamba
Progress Plus Chakde Sulphy
Param Heraquat Mask
Cypraplus Zinta Mandy
Dyken Glory 71 Propizole
Mantra Shera Vintage
Astron Pendant Exort
Signor Atria Tulip
Prompt Silicon Plus
Cypra
Heraban
Alpha Shakti
Henoxa

Company Data
Market Cap R cr.) 1372
NSE Code HERANBA
BSE Code 543266
P/E Ratio 12.47
Face Value (In %.) 10
Financials Tcr
FY2021 FY2022  FY2023
Revenue 12256 1469.7 1331.05
EBIT 2135 2592 145.52
Net Profit 154.2 189.0 104.37
EBIT Margin =, 10, 1763% 10.93%
Net Woth 528.1 7144 810.37
D 50.2 523 89.01
JOCE 3691%  33.80% 16.18%
RONW 20.19%  26.47% 12.87%
Price Chart
I I I
Shareholding Pattern
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Revenue from Technical and Formulations Domestic / Export Revenue Mix
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Technical and Formulations Export HIL produces a vast variety of goods, each of which
Revenue Split goes through a distinctive manufacturing process.

Agrochemical manufacturing calls for a deep

19% 2% 19% 4% understanding of the critical chemical processes that

30% must be carried out on a large scale for mass production.
The process of manufacturing Heranba’s products can
be broadly classified into three stages: Reaction,
81% 81% 0% purification, and final blending and packing.
(0]
The company’s formulation, and packing capability
includes liquid, powder, granular, suspensions

concentrate, capsulated suspension, spray-dried WDG
FY19 FY20 Fy21l Fy22 FY23 set up under installation, and flowable concentrate for

m Technical Export Formulation Export seed treatments.

POSITIVE CATALYST AND GROWTH DRIVERS

1. The company is in the process of CAPEX of around X180 crores through internal accruals for the Sarigam technical
expansion. This phased expansion will increase capacity by 5,000-6,000 tonnes in phase I, and 10,000 tonnes by
the end of FY24.

The whole project is expected to generate about 2.5x to 3.5x revenues of the total investment by FY24-25. The
company had planned to commission phase I by Q4FY23 and phase 2 by the end of FY24, however, it seems that
there are some delays on the company’s side in commissioning phase I.

2. The company is expected to start another expansion with around ¥150 crores in 2 phases for the 10,000 tons
technical herbicides capacity in Sykha site which is expected to be added in FY24 and FY25. The company is
expecting 3x - 3.5x asset turn on the optimal utilization of 80% to 85%.

3. The company entered the US-regulated markets in October 2021 with its first shipment of pesticides. The Company
is concentrating on the US market by applying for various products. In the next three years, the company anticipated
that its revenue share from the USA would rise to 3200 crores.
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FINANCIAL SUMMARY

1. The revenues of the company grew by a CAGR of ~11.6% in the last 3 years. For the year FY23, both the revenues
and profits saw a decline also the company’s EBITDA margins also decreased by over ~600 bps from 19% in FY22
to ~13% in FY23.

2. The balance sheet of the company remains strong with a debt-to-equity ratio of 0.11x and cash and cash equivalents
of 100 crores.

RISKS

1. Agrochemical demand is fueled by agricultural production, which is monsoon-dependent. Any adverse movement
in the monsoon can affect the company’s revenues.

2. Raw materials constitute a significant percentage of the total expenses of the company, an increase in the price of
raw materials along with unable to pass on the impact of the high cost would have a material adverse effect on the
company’s business.

CONCLUSION

The company trades at a market capitalization of 1372 crores. Although revenue growth is visible due to the company's
varied expansion plans, the road to achieving growth is still difficult. Due to factors including rising raw material costs, low
product realization rates, and a decline in demand as a result of excess inventory in the export market.

Due to rigorous COVID regulations and limited demand, the company's export market in China, which accounts for close
to 20% of total revenues was its main worry in the previous fiscal year. Going forward the demand from China seems to
pick up but at a very slow pace.

Phase I of the Sarigam plant was supposed to be completed by Q4 of FY23, however, the management has not yet made
any announcements about the same. The expansion's delay will make it challenging for the business to achieve
management's predicted 18%—20% sales growth in FY24.

The company in a recent filing stated that Gujarat Pollution Control Board (GPCB) instructed the company to prohibit and
close the operation at its Unit-I and Unit-II situated at Vapi. The company has not yet started production in both units. The
commencement of both units remains questionable.

HIL appears to be a bargain at first sight due to its multiple expansion and growth plans but given the current business
climate, the factors like delayed expansions, the closure of two units, an unstable economic climate, and declining operating
margins make the company's future growth uncertain.
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DISCLAIMER

Name of the analyst: Prudent Equity Private Limited
SEBI Research Analyst Registration No.: INH100009488
Disclosures:

1) At the time of writing this article, the analyst does not have a position in the stock covered
by this report.

2) The analyst has not traded in the recommended stock in the last 30 days.

3) The research analyst does not have any material conflict of interest at the time of publication
of the report.

4) The research analyst has not received any compensation from the subject company in the
past twelve months.

5) The research analyst or its associates has not managed or co-managed public offering of
securities, has not received any compensation for investment banking or merchant banking or
brokerage services nor received any third-party compensation. The subject company was not a
client for twelve months preceding the date of distribution of the report.

6) The research analyst has not served as an officer, director or employee of the subject
company.

7) The research analyst or research entity has not been engaged in market making activity for
the subject company.

8) The research analyst or research entity or its associates or relatives does not have
actual/beneficial ownership of one per cent or more in the securities of the subject company, at
the end of the month immediately preceding the date of publication of the report or date of the
public appearance.

9) The analyst does not own more than 1% equity in the said company.

Investments in securities market are subject to market risks. Read all the related documents
carefully before investing. Registration granted by SEBI and certification from NISM in no
way guarantee performance of the intermediary or provide any assurance of returns to
investors.

Page 4 of 5 | Prudent Equity Heranba Industries
(Coverage Report)




PRUDENT EQUITY

The following report is provided for informational purposes only and should not be construed as financial or investment advice. The report is
based on publicly available information, industry analysis, and our independent research. While we strive to ensure the accuracy and
completeness of the information presented, we cannot guarantee its reliability or timeliness.

Investing in securities involves risks, and the value of investments can fluctuate. Past performance is not indicative of future results. The
opinions and recommendations expressed in this report are solely those of the author(s) and do not reflect the views of any other individuals
or organizations. Investors are advised to conduct their own due diligence and consult with a qualified financial advisor before making any
investment decisions.

This report may contain forward-looking statements, projections, or estimates that are subject to various risks and uncertainties. Actual results
may differ materially from those expressed or implied in such statements. The information provided in this report is not intended to be a
complete analysis of every material fact regarding the company or companies mentioned. It is important to carefully review all available
information and conduct further research before making investment decisions.

The authors and the organization do not accept any liability for any direct, indirect, or consequential loss or damage that may arise from
reliance on the information contained in this report. The report is not intended for distribution to, or use by, any person or entity in any
jurisdiction or country where such distribution or use would be contrary to local laws or regulations

The report is prepared for general circulation and is not intended for distribution to any specific individuals or entities. The distribution or use
of this report may be subject to legal restrictions in certain jurisdictions. It is the responsibility of the recipients to comply with any applicable
laws or regulations.

By accessing and reading this report, you acknowledge and agree to the terms of this disclaimer. The authors and the organization retain all
intellectual property rights to the report and its contents. Unauthorized use or distribution of the report or any part thereof is strictly prohibited.

Corporate Office

Unit 210 SS Plaza Sector 47 Gurugram, Haryana, 122018

www.prudentequity.com info@prudentequity.com
+91-9911804449, +91-9355164449
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