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Fundamental Research | GEPL Capital Pvt Ltd

SUMITOMO CHMICAL INDIA LTD Sector

Buy at CMP: Rs 442 | Target: Rs 546 (23%) | SL: Rs 405

) May 23, 2022
Agrochemicals

Sumitomo Chemical India Ltd. (SCIL) is a subsidiary of Sumitomo Chemical Company Ltd. (SCCL), Japan, which is a diversified global
chemical company. It manufactures, imports, and markets products for crop protection, grain fumigation, rodent control, bio-pesticides,
environmental health, professional pest control and feed additives for use in India. SCIL has also marked its presence.in Africa and sever-
al other countries (accounting for ~20% of sales).

Investment Rationale

¢ Capex Plans to boost sales: Company has planes a supplementary capex worth Rs 100 -110 cr to manufacture and export fie
proprietary products to its parent company. This capex is to be completed within span of two years and set to aid boost in exports.
Company has targeted to commercialize the capex between FY22-FY23. The projects for these new products will come at our ex-
isting facilities and estimated operating margins are in line with current margins earned by our company for similar projects

¢ Strong Parentage: Sumichem’s parent Sumitomo chemical company (Japan) Ltd is a leading R&D spender in world among agro-
chemical companies it spends ~9% of revenue on R&D. Strong parental support from SCCL gives SCIL unique advantages like access
to world-class portfolio across geographies, greener chemistries and R&D expertise for developing proprietary products, financial
strength and bigger market reach. SCCL has a strong pipeline of agro solutions and environmental health products with revenue
potential of ~US$1.4-1.8bn.

¢ Balanced Product Portfolio: Company is well-diversified both across product offerings and geographies. Its portfolio has presence
in all agrochemical segments such as Insecticides (43%of revenue), Herbicides (22%), Fungicides (10%), PGRs (10%), Metal Phos-
phides (8%) and AND & EHD (7%) as of 9MFY21. Herbicides, PGRs and bio-rationales are high margin-high growth areas for the com-

pany.

¢ Valuations: SUMICHEM’s stocks is trading at PE of 53.3(x) for TTM FY22. Backed by strong product portfolio and new capex, we
estimate a 10% CAGR over FY22-25E, which implies a forward PE (x) of 40.4 for FY 25E. Its Historical average median PE is 52.2
Hence we recommend BUY on SUMICHEM at CMP of Rs. 442 with Target price of Rs. 546 (23%).

Year Revenue EBITDA PAT PE Ratio (x) EV/EBITDA (x)
FY22E 2,932 527.7 410.5 53.4 37.1
FY23E 3,225 580.5 451.5 48.9 36.6
FY24E 3,547 638.6 497.7 44.5 34.2
FY25E 3,902 702.4 546.3 40.4 31.0

Source: Company Data, Ace Equity, GEPL Research
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Observation

Sumitomo chemicals has been moving in a
strong uptrend since march 2020 as it main-
tains the higher highs and higher lows for-

mation.

For past 10 months the stock is moving in a
rounding bottom pattern which is an accumu-
lation pattern. We can witness a volume pick
up at every rise in a stock price which shows
bullish undertone of the stock

The stock is showing relative outperformance
as it trades just 8% lower from the life highs
whereas Nifty is lower by about 13%. The
stock has formed a long Bullish candle in the
current week and sustains above the 20 week
SMA (407).

On the indicator front the MACD line is hold-
ing above the signal line indicating bullish mo-

mentum in the counter.

TECHNICAL VIEW
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Inference & Expectations

Sumitomo Chemicals is moving out of a accumulation pattern.

Going ahead we expect the stock to move towards 460, a break above which will accelerate the momentum and

take the stock higher to 530 levels.

405-410 will act as a major support on the downside.
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or indirectly related to the specific recommendation(s) or view(s) in this report.

Disclosure :-

This document has been prepared by Research Department of GEPL Capital Pvt. Ltd. (hereinafter referred to as GEPL) and this report is for personal information of the selected recipient/s and does not construe to be any investment, recommendation,
prospectus, offering circular or legal or taxation advice to you. This research report does not constitute an offer, invitation or inducement to invest in securities or other investments and GEPL is not

soliciting any action based upon it. This report is not for public distribution and has been furnished to you solely for your general information and 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 material, investors should consider whether it is suitable for
their particular circumstances and, if necessary, seek professional advice. The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any investments.
Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. GEPL makes no representation or warranty, express or implied, as to, and does not accept any responsibility or liability or
obligation with respect to, the fairness, accuracy, completeness or correctness of any information or update information or opinions contained herein. All investments including Future and Options are involving risks and investor should exercise pru-
dence in making their investment decisions. The report should not be regarded by the recipients as a substitute for the exercise of their own judgment. Any opinions expressed in this report are subject to change without notice and may differ or be con-
trary to opinions expressed by other business areas or GEPL as a result of using different assumptions and criteria. Foreign currency rates of exchange may adversely affect the value, price or income of any security or related instrument mentioned in
this report. The information contained in this report has been obtained from sources that are considered to be reliable. However, GEPL has not independently verilIfied the accuracy or completeness of the same. Neither GEPL nor any of its affiliates, its
directors or its employees accepts any responsibility of whatsoCever nature for the information, statements and opinion given, made available or expressed herein or for any omission therein. GEPL and its affiliates and/or their officers, directors and
employees may have similar position in any securities mentioned in this document (or in any related investment) and may from time to time add to or dispose of any such securities (or investment. GEPL specifically prohibits the redistribution of this
material in whole or in part without the written permission of GEPL and GEPL accepts no liability whatsoever for the actions of third parties in this regard. GEPL or its director or its research analysts or its associates or his relatives and/or its affiliates
and/or employees do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month immediately preceding the date of publication of the re[dsearch report.

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and
investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

Disclaimers in respect of jurisdiction:
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attention of the sender. This document may not be reproduced, distributed or published for any purposes without prior written approval of GEPL.
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