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April 30, 2010 B Better-than-expected PAT: United Phosphorus’ (UPL’s) net sales grew by ~9%

QO
YoY to Rs15,160m (our expectation was Rs15,145m). UPL had made a E
commendable ~20% volume growth during Q4FY10 which has been offset by a ~7% e}
Rating BUY decline in price. However, UPL’s EBITDA margins have fallen by 90bps to 20.6% %
Price Rs148 mainly on account of lower agrochemical prices on YoY basis. Adjusted PAT grew [
Target Price Rs200 by ~35% YoY to Rs2,136m (our expectation Rs1,290m). Better-than-expected (:,5)
Implied Upside 35.1% result was mainly due to a foreign exchange gain of Rs610m and lower tax rate of )
Sensex 17,497 ~6% (we expected ~20%) during Q4FY10. g
(Prices as on April 29, 2010) B Conference call highlights: Management is guiding for ~10% growth in the net ;
sales that is mainly led by a better volume growth. UPL is aggressively looking for HHS
acquisitions and in the event of any acquisition during FY11l, net sales are @)
Trading Data expected to grow by ~15%. At present, the global agrochemicals market as well
Market Cap. (Rs bn) 68.7 as prices has stabilized. UPL is expecting EBITDA margin of 21% in FY11 (~200bps
Shares o/s (m) 464.7 higher than FY10) which will improve due to better cost efficiency and margin
Free Float 72.05% improvement in Cerexagri. Management has given a guidance of ~35% growth in
3M Avg. Daily Vol (*000) 1,172.2 PBT during FY11 on account of lower interest outgo, while tax rate is likely to go
-209 0% i i ~280 i
3M Avg. Daily Value (Rs m) 179.5 upto 15-20% v/s 13% in FY10. We expect adjusted PAT to grow by ~28% during
FY11. UPL has a gross debt and cash of Rs24bn and Rs18bn, respectively in
March, 2010.
B Upgrade earnings, Maintain ‘BUY’: We are upgrading our FY11E and FY12E EPS
Major Shareholders by ~10% and ~5%, respectively due to better EBITDA margins. UPL is trading at a
Promoters 27.95% discount (~10x) P/E as compared to its global peers (12x-20x) on the basis of
Foreign 34.87% FY11E EPS, despite higher earnings CAGR and better RoE compared to global
Domestic Inst. 19.05% peers. We are positive on the stock on account of a diversified agriculture-based
. business model, its growth potential and discounted valuation. At present, stock
Public & Others 18.13% . i . . . . . .
is trading at ~10x at its consolidated FY11E EPS as against its historical forward
trading band of 6x-20x We maintain our ‘BUY’ rating on the stock.
Key financials (Y/e March) FY09 FY10E FY11E FY12E
Stock Performance Revenues (Rs m) 49,735 54,950 60,489 66,496
% M 6M 12M Growth (%) 32.2 10.5 10.1 9.9
) EBITDA (Rs m) 9,867 10,334 12,572 13,892
Absolute 0.7 5.2 29.5  PAT (Rs m) 4,927 5,563 7,144 8,353
Relative 0.5 (3.8) (24.0) EPS (Rs) 10.6 12.0 15.4 18.0
Growth (%) 24.9 12.9 28.4 16.9
Net DPS (Rs) 1.4 1.9 1.4 1.6

Source: Company Data; PL Research

Price Performance (RIC: UNPO.BO, BB: UNTP IN)

Profitability & valuation FY09 FY10E FY11E FY12E
®9) EBITDA margin (%) 19.8 18.8 20.8 20.9
123 ] ROE (%) 20.1 19.6 20.8 19.8
0 ] ROCE (%) 18.2 15.0 16.4 17.0
160 EV / sales (x) 1.7 1.4 1.2 1.0
150 - EV / EBITDA (x) 8.5 7.2 5.5 45
140 - PE () 13.9 12.3 9.6 8.2
130 - P/ BV (x) 1.7 15 1.4 1.3
ﬁg 1 Net dividend yield (%) 1.0 1.3 0.9 1.1
2 2 3 2 3 = g Source: Company Data; PL Research
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Q4FY10 Result Overview

United Phosphorus

(Rs m)

Y/e March Q4FY10 Q4FY09 YoY gr. Q3FY10 FY10 FY09 YoY gr.
(%) (%)
Net Sales 15,160 13,917 8.9 11,497 54,603 49,317 10.7
Consumption of Raw Material 8,156 6,926 17.8 5,748 29,542 24,512 20.5
As % of Net Sales 53.8 49.8 37.9 212.3 176.1
Employee Cost 1,339 1,358 (1.4) 1,234 5,018 4,794 4.7
As % of Net Sales 8.8 9.8 8.1 36.1 34.4
Other Expenditure 2,660 2,704 (1.6) 2,563 10,052 10,563 (4.8)
As % of Net Sales 17.5 19.4 16.9 72.2 75.9
Expenditure 12,155 10,987 10.6 9,545 44,612 39,868 11.9
Operating Profit 3,004 2,930 2.5 1,952 9,991 9,449 5.7
OPM (%) 19.8 21.1 17.0 18.3 19.2
Other Income 154 85 82.1 83 343 418 (18.0)
EBITDA 3,159 3,015 4.8 2,035 10,334 9,867 4.7
Margin (%) 20.6 21.5 17.6 18.8 19.8
Depreciation 558 638 (12.6) 541 2,147 1,927 11.4
PBIT 2,601 2,377 9.4 1,494 8,187 7,940 3.1
Interest 360 875 (58.9) 596 1,938 2,919 (33.6)
Profit before tax 2,241 1,502 49.2 898 6,249 5,021 24.4
Margin (%) 14.8 10.8 7.8 11.4 10.2
Tax 134 (78) (272.9) 247 814 269 202.2
Tax Rate (%) 6.0 (5.2) 27.5 13.0 5.4
PAT before Minority Interest 2,107 1,579 33.4 651 5,435 4,752 14.4
Minority Interest (29) 4) 612.2 10 (128) (175) (26.7)
Adjusted PAT 2,136 1,584 34.9 641 5,563 4,927 12.9
Ex-ltems 267 101 165.1 - 267 101 165.1
Reported PAT 1,869 1,483 26.1 641 5,296 4,826 9.7
Geographical Revenue Breakup (Incl Other Income) (Rs m)
Y/e March Q4FY10 Q4FY09 YoY gr. Q3FY10 FY10 FY09 YoY gr.
(%) (%)
North America 3,285 3,036 8.2 1,841 12,340 11,716 5.3
Contribution in Revenue (%) 21.4 21.7 12.0 22.5 23.6
India 2,045 1,971 3.8 3,123 11,980 10,331 16.0
Contribution in Revenue (%) 13.4 14.1 20.4 21.8 20.8
Europe 5,437 5,853 (7.1) 2,673 15,730 15,873 (0.9)
Contribution in Revenue (%) 35.5 41.8 17.5 28.6 31.9
Rest of the world 4,548 3,142 44.7 3,942 14,896 11,815 26.1
Contribution in Revenue (%) 29.7 22.4 25.7 27.1 23.8
Total Income 15,314 14,002 9.4 11,580 54,946 49,735 10.5
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Buy Accumulate Reduce Sell

PL’s Recommendation Nomenclature

BUY : Over 15% Outperformance to Sensex over 12-months Accumulate : Outperformance to Sensex over 12-months

Reduce : Underperformance to Sensex over 12-months Sell : Over 15% underperformance to Sensex over 12-months
Trading Buy : Over 10% absolute upside in 1-month Trading Sell : Over 10% absolute decline in 1-month

Not Rated (NR) : No specific call on the stock Under Review (UR) : Rating likely to change shortly

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient
only as information and is not for circulation. This document is not to be reported or copied or made available to others without prior permission of

PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently
verified the accuracy or completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of

whatsoever nature for the information, statements and opinion given, made available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go
down as well. The suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice

should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act
as principal or engage in transactions of securities of companies referred to in this report and they may have used the research material prior to

publication.
We may from time to time solicit or perform investment banking or other services for any company mentioned in this document.
For Clients / Recipients in United States of America:

All materials are furnished courtesy of Direct Access Partners LLC ("DAP") and produced by Prabhudas Lilladher Pvt. Ltd. ("PLI"). This material is for
informational purposes only and provided to Qualified and Accredited Investors. You are under no obligation to DAP or PLI for the information
provided herein unless agreed to by all of the parties. Additionally, you are prohibited from using the information for any reason or purpose outside

its intended use. Any questions should be directed to Gerard Visci at DAP at 212.850.8888.




