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Rating Accumulate 

Price Rs52 

Target Price Rs59 

Implied Upside  13.5% 

Sensex  17,193 

(Prices as on November 11, 2011) 

Trading data 

Market Cap. (Rs bn) 34.6 

Shares o/s (m) 671.4 

3M Avg. Daily value (Rs m) 418 

 

Major shareholders 

Promoters  38.06% 

Foreign  26.07% 

Domestic Inst. 6.90% 

Public & Other  28.97% 

 

Stock Performance 

(%)  1M  6M  12M 

Absolute (5.4) (20.2) (50.5) 

Relative  (9.2) (13.1) (32.8) 

 

Price Performance (RIC: SRES.BO, BB: SHRS IN) 

 
Source: Bloomberg 
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 Adverse  weather  conditions  and  higher  interest/depreciation  impacted 
quarter: Shree Renuka Sugars’ (SHRS’) net sales de-grew by 5.1% to Rs23.3bn 
(PLe:Rs23.3bn). India’s sugar volumes (export plus domestic) was lower by ~43% 
YoY to 0.22m MT, while it has been compensated by higher ethanol volume (up 
~4x YoY). In Brazil, the company has crushed lower sugarcane during the quarter 
(3.6m MT v/s 3.84m MT in the corresponding quarter of the previous year). 
Company’s EBITDA de-grew by 17.9% YoY to Rs2.4m (PLe: Rs4.8bn). Sao Paulo 
state of Brazil, where SHRS’ subsidiary Renuka do Brasil (RDB) is located, had 
drought like conditions and frost on crops during the season. Due to this, cane 
yield was down by 31% YoY in the state. Hence, it has impacted the 
performance of RDB during the quarter. It has resulted in lower-than-expected 
EBITDA. Company depreciation grew by 53% YoY to Rs2.3bn (up 25.7% QoQ) 
due to higher amortization in the Brazilian business. Interest cost has gone up by 
63.6% YoY to Rs1.9bn (up 18.5% QoQ), primarily on account of higher debt and 
interest rate. Company’s PAT stood at a loss of Rs1.2bn (PLe: Profit of Rs1.5bn). 
Company has provided for MTM forex loss on loan of Rs5,698m (considered as 
exceptional items). Further, company’s reported other income includes realized 
forex gain (management has not disclosed the amount. But, we have considered 
Rs754m as forex gain). We have considered the forex gain as an exceptional 
item. Hence, reported PAT stood at loss of Rs6.2bn. 
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Key financials (Y/e March)    2010* 2011*  2012E** 2013E

Revenues (Rs m) 28,160 76,694 92,396 82,178

     Growth (%)  33.8 172.4  20.5 (11.1)

EBITDA (Rs m) 4,656 11,753 14,538 14,227

PAT (Rs m) 2,236 7,034 (1,587) 3,204

EPS (Rs) 4.3 10.5 (2.4) 4.8

     Growth (%)  61.8 145.4  (122.5) (301.9)

Net DPS (Rs) 0.6 1.0 0.5 1.0

Source: Company Data; PL Research     * ’10 & ’11 nos. are SY09 & SY10   **’12E nos. ‐ 18months

 
Profitability & Valuation    2010* 2011*  2012E** 2013E

EBITDA margin (%)  16.5 15.3  15.7 17.3

RoE (%)  18.9 36.3  (7.1) 14.1

RoCE (%)  12.8 14.7  4.4 7.1

EV / sales (x) 1.3 1.2 1.2 1.0

EV / EBITDA (x) 7.6 8.0 7.3 6.0

PE (x) 12.1 4.9 (21.8) 10.8

P / BV (x) 1.8 1.5 1.6 1.4

Net dividend yield (%)  1.2 1.9  1.0 1.9

Source: Company Data; PL Research 
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 Post Result Conference Call Highlights: Management expects sugar production 
to touch 26m MT during season ended 2012. India was carrying sugar inventory 
of ~3months at the beginning of season. Management has cut down its 
sugarcane crushing guidance of 10m MT to 8.3-8.4m MT for FY12 (12 months) in 
Brazil. Further, management has lowered its EBITDA guidance for Brazilian 
business from US$300m to US$160m for FY12 (12 months). Company is planning 
to spin-off its power plant of RDB (203MW plus expanded 92MW). Company has 
received interest from seven leading power companies in Brazil and expects to 
hive-off by December 2011. SHRS is investing US$115m (US$35m in September 
2011 and US$80m in December 2011) to increase its stake in RDB to 59.4%. 

 Outlook & Valuation: We like SHRS on account of its 1) strong business model 2) 
best proxy to global sugar industry recovery and direct play in case of rising 
sugar/ethanol prices, 3) better visibility in cane cost v/s UP-based peers. We 
believe that the domestic sugar industry would see a ‘sugar surplus’ year during 
SY12, with stable sugar prices. Recently, the UP government has increased 
sugarcane prices ahead of state elections in SY12 that could lead to financial 
stress for Bajaj  Hindusthan and Balrampur  Chini. Company has extended its 
accounting year from September to March. Hence, we have changed our 
estimates based on March end accordingly. We have downward revised our 
estimates considering lower profit in Brazilian business. We are also 
downgrading from ‘BUY’ to ‘Accumulate’, with a revised target price of Rs59 
(2.5x FY13E BV or 6.5x EV/EBITDA). 



  

  
November 14, 2011 3

Shree Renuka Sugars

Exhibit 1: Q4FY11 Result Overview (Rs m) 

Y/e March  Q4FY12  Q4FY11* YoY gr. (%) Q3FY12* FY12*  FY11* YoY gr. (%)

Net Sales         23,349         24,598              (5.1)        22,401         86,623         76,694             12.9 

Raw material consumed        17,791        19,016             (6.4)        15,747        63,770        58,606              8.8 

  As % of net sales             76.2             77.3             70.3             73.6             76.4 

Employee expenses              668              496            34.7               637          2,464          1,067          130.9 

  As % of net sales               2.9               2.0               2.8               2.8               1.4 

Other expenses          2,450          2,114            15.9           1,693          7,835          5,267            48.8 

  As % of net sales             10.5               8.6               7.6               9.0               6.9 

Total expenditure        20,909        21,626             (3.3)        18,077        74,069        64,940            14.1 

EBITDA           2,440           2,972            (17.9)          4,324         12,554         11,754               6.8 

  Margin (%)             10.5             12.1             19.3             14.5             15.3 

Depreciation          2,251          1,471            53.0           1,791          6,838          2,457          178.3 

PBIT               189           1,501            (87.4)          2,533           5,716           9,297            (38.5)

Other Income (ex Forex Gain)                90              301           (70.1)              256              974              500            94.8 

Interest          1,925          1,177            63.6           1,622          6,574          2,377          176.6 

Profit before tax          (1,646)               625  NA          1,167               116           7,420            (98.4)

Tax             (405)                34 NA              310                88          1,701           (94.8)

  Tax Rate (%)             24.6               5.4             26.6             75.9             22.9 

Adjusted PAT before MI          (1,241)               591  NA              857                 28           5,719  NA

Minority Interest              (27)                (3) NA              (10)              (36)                  4 NA

Adjusted PAT          (1,214)               594  NA              867                 64           5,715  NA

Ex-Items (Incl Forex Loss/(Gain)          4,944            (689) NA         (1,003)          3,106         (1,321) NA

Reported PAT          (6,158)           1,283  NA          1,870          (3,042)           7,036  NA

Source: Company Data, PL Research 
* Company has changed its accounting year from September end to March end. Hence, previous year figures are related to September end. 

Exhibit 2: Sales Break‐up (Rs m) 

Y/e March  Q4FY12  Q4FY11* YoY gr. (%) Q3FY12* FY12*  FY11* YoY gr. (%)

Brazil Sales  9,097  8,888  2.4   10,985  34,769  10,317  237.0 

Other Than Brazil Sales  14,252  15,710  (9.3)  11,416  51,854  66,377  (21.9)

Total Sales   23,349   24,598   (5.1)  22,401   86,623   76,694   12.9 

Source: Company Data, PL Research 
* Company has changed its accounting year from September end to March end. Hence, previous year figures are related to September end. 
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Income Statement (Rs m)           
Y/e March   2010*  2011*  2012E** 2013E
Net Revenue  28,160  76,694  92,396 82,178

Raw Material Expenses — — — —

Gross Profit 28,160 76,694 92,396 82,178

Employee Cost — — — —

Other Expenses 23,504 64,941 77,859 67,951

EBITDA  4,656  11,753  14,538 14,227

Depr. & Amortization 675 2,457 9,126 6,677

Net Interest 1,077 2,377 8,479 4,566

Other Income 64 501 1,500 1,520

Profit before Tax  2,968  7,419  (1,567) 4,504

Total Tax 720 1,701 20 1,155

Profit after Tax  2,248  5,718  (1,587) 3,349

Ex-Od items / Min. Int. (2) 1,324 — 145

Adj. PAT  2,236  7,034  (1,587) 3,204

Avg. Shares O/S (m)  522.8  670.4  671.0 671.0

EPS (Rs.)  4.3  10.5  (2.4) 4.8
 

Cash Flow Abstract (Rs m)    
Y/e March     2010*  2011*  2012E** 2013E
C/F from Operations 14 14,111 1,293 7,308

C/F from Investing (4,848) (66,284) (13,675) 14,500

C/F from Financing 9,519 53,280 11,609 (20,785)

Inc. / Dec. in Cash 4,685 1,108 (773) 1,023

Opening Cash (672) 4,012 5,120 4,347

Closing Cash 4,012 5,120 4,347 5,370

FCFF (7,290) (52,651) 793 6,808

FCFE (2,457) (998) 12,793 (13,192)

 
 
 

Key Financial Metrics 
Y/e March             2010*  2011*  2012E** 2013E
Growth     
Revenue (%) 33.8 172.4 20.5 (11.1)

EBITDA (%) 84.5 152.5 23.7 (2.1)

PAT (%) 66.9 214.6 (122.6) (301.9)

EPS (%) 61.8 145.4 (122.5) (301.9)

Profitability     
EBITDA Margin (%) 16.5 15.3 15.7 17.3

PAT Margin (%) 7.9 9.2 (1.7) 3.9

RoCE (%) 12.8 14.7 4.4 7.1

RoE (%) 18.9 36.3 (7.1) 14.1

Balance Sheet     
Net Debt : Equity 0.6 2.5 3.3 2.1

Net Wrkng Cap. (days) — — — —

Valuation     
PER (x) 12.1 4.9 (21.8) 10.8

P / B (x) 1.8 1.5 1.6 1.4

EV / EBITDA (x) 7.6 8.0 7.3 6.0

EV / Sales (x) 1.3 1.2 1.2 1.0

Earnings Quality     
Eff. Tax Rate 24.3 22.9 (1.3) 25.6

Other Inc / PBT 2.2 6.7 (95.7) 33.7

Eff. Depr. Rate (%) 4.3 3.0 11.0 8.0
FCFE / PAT (109.9) (14.2) (806.2) (411.7)
Source: Company Data, PL Research. 

 
  

Balance Sheet Abstract (Rs m)   
Y/e March      2010*  2011*  2012E** 2013E
Shareholder's Funds 15,302 23,479 21,500 23,919

Total Debt 13,427 65,080 77,080 57,080

Other Liabilities 147 151 151 151

Total Liabilities  28,877  88,710  98,731 81,150

Net Fixed Assets 16,734 71,864 76,211 55,033

Goodwill — 7,984 7,984 7,984

Investments 477 1,189 1,391 1,391

Net Current Assets 12,459 8,947 14,420 18,017

     Cash & Equivalents  4,912  6,019  5,246 6,269

     Other Current Assets  17,719  41,160  42,272 41,864

     Current Liabilities  10,172  38,232  33,098 30,116

Other Assets (793) (1,274) (1,275) (1,275)

Total Assets  28,877  88,710  98,731 81,150

 
 
 
 

Quarterly Financials (Rs m)     
Y/e March      Q1FY11  Q2FY11  Q3FY11 Q4FY11
Net Revenue  22,470  18,403  22,401 23,349

EBITDA  3,005  2,785  4,324 2,440

% of revenue  13.4  15.1  19.3 10.5

Depr. & Amortization 1,680 1,116 1,791 2,251

Net Interest 1,165 1,862 1,622 1,925

Other Income 561 67 256 90

Profit before Tax  721  (126)  1,167 (1,646)

Total Tax 56 127 310 (405)

Profit after Tax  664  (253)  867 (1,268)

Adj. PAT  664  582  1,870 (6,212)
 

Key Operating Metrics 
Y/e March       2010*  2011*  2012E** 2013E
Brazil Sales (Rs m) — 9,490 31,957 31,065

Other Than Brazil Sales (Rs m) 28,160 67,204 60,439 51,113
Source: Company Data, PL Research. 
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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. 

 

 


