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CMP: 2335 Target % 355 (6%) Target Period: 12 months HOLD
October 29, 2026
Hazy mid-term outlook to weigh on sentiments...... <

SUMITOMO CHEMICAL Co, Ltd,
About the stock Incorporated in 2000, Sumitomo Chemicals (SCIL) provides
solutions for insecticide, herbicides, Metal Phosphates, fungicides etc. It is an Indian

subsidiary of global chemicals major Sumitomo Chemical Company (SCC) Japan. _

e Q2FY27 Product mix: Insecticides ~42%, Herbicides ~18%, PGR~13%, Particular % crore
Fungicides~12%. Geography wise- India — 86%, Exports- 14%. Market Capitalization 16,721
e The company over the last few years has undertaken capex on the behalf of ~ Total Debt (FY26) 2
SCC Japan to cater to its innovative portfolio for global launches. Latest in  Cash & Invests (FY26) 956
this drive is recently announced plans in May 2025 and in January 2026 Ev 15,767
which cumulatively account for ~ X225 crore. 52-week H/L (X) 573/329
Result Performance & Investment Rationale: Equity capital () 499.1
Face value (R) 10
Q2FY27: Revenues flattish; Weak margins: Sumitomo reported Q2FY27 revenues
of 907 crore down 2.4% YoY. Segmentally, Insecticides which contribute ~42% of Decr Mo jum2e P
the revenues declined 7% YoY whereas herbicides, PGR and AND & EHD which Promoter  75.0 75.0 75.0 75.0
contribute 18%/13%/9% respectively of the revenues grew 3.7%/8.3%/25.6 YoY Fil 87 9.0 93 97
respectively. However, metal phosphates and Fungicides contributing 8% & 12% of DIl 34 34 3.0 29
the revenue was down by 4.5% & 17% YoY respectively. Domestic revenues grew Other 13.0 12.6 12.7 124

2% YoY to X 774 crore, whereas exports declined 23% to X 127 crore. GPM for the _

quarter stood at 40.7%, down 240 bps YoY. EBITDA came in at X185.8 crore, down
15% YoY, translating to margins of 20.5%, down ~297 bps YoY. PAT for the quarter 700 - 30000

stood at X157 crore, down ~11% YoY. 600 -
500 4 + 25000
Near term earnings to be impacted by adverse macros: The company in Q2 400 7 - 20000

reported a flattish performance with weak margins amid challenging macro 223: 15000
conditions, as a 13% rainfall deficit impacted crop sowing and agrochemical 100 |

consumption. The industry has weak seasonal demand affected offtake across key 0 . . . . . 10000
product categories, particularly insecticides, herbicides and fungicides. Sumitomo’s ﬁ % i % ﬁ @
Domestic business although remained relatively stable, while exports faced S &£ 6 < o <

pressure (declined 23% YoY). Margins were further impacted by higher-cost T A T T
inventory flowing through the cost of sales in Q2FY27. Although the company has —— Nifty (RHS)

strengthened its product portfolio with the launch of Topgrain (bio stimulant _
developed by affiliate, Sumitomo Bio-rational Company, USA) globally and Helibex

during Q2FY27, we need to see the ramp-up in this difficult environment. On the *  Adverse weather situation in domestic
capex front, the capex at its Dahej (commercialization expected from Q2FY29), and export market

Bhavnagar and Tarapur projects (commercialization expected from Q4FY27),
catering to parent company requirements, remains on track. Sumitomo
management termed the H1 as one of the most difficult first halves in over a
decade. H2FY27 is also expected to remain challenging amid lower reservoir levels, _
the extended El Nino impact and potential constraints on crop acreages. We cut
our FY27/28E revenues by ~10%/12% and EBITDA by ~30%/27% respectively. We
believe challenging Indian agricultural environment and muted near term earning

e Higher than expected offtake of new
products

Siddhant Khandekar
Siddhant.khandekar@icicisecurities.com
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performance is likely to weigh on the sentiments in short to medium term. We keep Shubh Mehta
tab on the possible non-agrochem opportunities flowing from the parent’s staple shubh.mehta@icicisecurities.com
for derisking.

Rating and Target Price: We downgrade our rating to Hold with a TP of 355,
based on 35x FY28E EPS (vs 45x previously) of X10.1.

e T 5 (B FY24 FY25 FY26 z'yf:\;zi“_\fg FY27E FY28E 2'{:;’56‘5‘255
Net Sales 2,843.9 3,1485 32383 6.7% 3,1843 35205 4.3%
EBITDA 4746 632.1 670.9 18.9% 558.7 668.9 -0.1%
EBITDA Margins (%) 16.7% 20.1% 20.7% 17.5% 19.0%

Adj. PAT 360.7 506.4 526.9 19.4% 4324 506.3 2.0%
Adj. EPS ®) 7.4 10.1 106 8.7 10.1
EV/EBITDA 52.8x 39.5x 36.5x 27.3x 22.5%

PIE 68.8x 50.3x 46.9x 38.7x 33.0x
RoE (%) 15.1 17.5 155 116 122
RoCE (%) 208 236 222 156 16.4

Source: Company, ICICI Direct Research
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Q2FY27 Earnings Highlights

Domestic Business-

Exports

During Q2FY27 Branded products contributed 79% of domestic revenue.
Erratic monsoon impacted demand: A 13% rainfall deficit, delayed
sowing and prolonged dry spells weighed on agrochemical consumption.
Q2 volumes declined by high single digits, with insecticides down 9%,
herbicides 6% and fungicides 6%.

Key brands, including Sumi Max, Meshi, Excalia Max, Portion, ProGibb,
Nature Deep and Tribasic Copper, collectively grew 22% in value during
H1FY27. Excalia Max continued to gain traction, with the molecule growing
nearly 50% in India during H1 despite challenging market conditions.

Company launched TopGrain, a proprietary biostimulant developed by
Sumitomo Bio-rational USA, initially on a limited scale in India, marking
first global commercial launch. Early farmer feedback has been
encouraging, with a broader rollout planned across rice and wheat.
Helibex, an insecticide targeting caterpillar pests, was also introduced on
a limited scale.

Management expects a challenging operating environment due to El Nifio
risks and lower reservoir levels, although firm crop prices could support
farm incomes. The company will focus on regions with relatively better
demand, push key products such as Excalia Max, Portion, gibberellic acid
and TopGrain, and carefully manage channel inventory and pricing while
protecting margins.

India has been elevated to a priority market for early-stage product testing
alongside Japan, the US, Europe and Brazil. Management aims to
introduce 1-2 new specialty molecules annually over time, although
commercialization of early-stage products could take 4-5 years.

The X150 crore greenfield Dahej project, focused on an intermediate for a
key herbicide, is expected to commence commercial production in Q2FY29.
Two Tarapur projects involving combined capex of X20 crore will add 3-4
products, primarily catering to the domestic market.

Q2 exports declined on shipment timing: Revenue fell 23% YoY to X127
crore, primarily due to inventory overstocking and slower liquidation of
parent-company products, particularly in Japan. H1 exports remained
stable at X300 crore.

Third-party exports performed better: Direct exports to third-party
customers grew during H1, supported by Africa and Europe, with some
contribution from Brazil. Exports to Japan nearly halved YoY due to
inventory liquidation at the parent-company level. Management expects
the weakness in parent-company exports to be temporary, with
normalization expected next year.

Branded products accounted for 41% of H1 export revenue, up from 34%
last year, reflecting genuine growth in branded exports, particularly in
Africa. However, overall export volumes were impacted by approximately
10%.

Parent-company exports are expected to remain soft in H2, while third-
party exports offer relatively better opportunities. Management expects
exports to normalize next year, supported by inventory liquidation and
higher utilization of existing facilities, but refrained from providing specific
growth guidance.

Excalia Max (indiflin) has received encouraging initial acceptance in
markets such as the US and Brazil. However, manufacturing at Tarapur
will initially cater to Indian demand, with no firm plans for exports from
India at present.

Other Aspects

The company remained essentially debt-free, with cash and liquid
investments of 2,523 crore as of September 2026, up from 2,113 crore
in March 2026.
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¢ Good to Great transformation initiative: The new management team has
launched a company-wide transformation program focused on people,
operational excellence, technology, data/digital/automation and cross-
functional collaboration. Financial targets are being evaluated, with
quantification expected in the coming weeks.

e Sumitomo Chemical Japan has signed an MoU with an Indian
semiconductor customer. Strategic discussions involving the parent
company, Indian entity and other stakeholders are ongoing, but the role of
the listed Indian entity, investment structure and localization plans remain
unfinalized. Management will provide updates once discussions mature.

e Therecentban on paraquatin India could create substitution opportunities
for glyphosate, although the extent of the benefit will depend on seasonal
conditions and market adoption.
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Financial summary

ICICI Direct Research

Year end March FY25 FY26 FY27E  FY28E
Net Revenues 3,1485 3,238.3 3,184.3 3,520.5
Cost Of Revenues 18589 18774 11,8947 2,077.1
Gross Profit 1,289.6 11,3609 1,289.6 1,443.4
Employee Cost 264.7 273.8 269.2 281.6
Other Operating 3929 4163 4617 4929
Expenses
EBITDA 632.1 670.9 558.7 668.9
Other Income 120.1 146.7 98.0 98.0
EBITDA, including Ol 752.2 817.6 656.7 766.9
Depreciation 66.1 66.1 74.2 85.9
Net Interest Exp. 5.9 7.8 6.0 6.0
Other exceptional items 0.0 16.1 0.0 0.0
PBT 680.2 759.7 576.5 675.0
Taxes 173.8 184.6 144.1 168.8
Tax Rate 0.3 0.2 0.3 0.3
PAT 506.4 575.1 432.4 506.3
Adjusted Net Profit 506.4 526.9 432.4 506.3
Adj. EPS (INR) 10.1 10.6 8.7 10.1
Shares Outstanding 499 49.9 49.9 49.9
Source: Company, ICICI Direct Research
Year end March FY25 FY26 FY27E FY28E
Liabilities
Share Capital 499.1 499.1 499.1 499.1
Reserves 2,402.0 12,8905 3,236.4 3,6415
Total Shareholders Funds 2,901.1 3,389.7 3,735.6 4,140.6
Minority Interest 39 4.1 4.1 4.1
Long Term Borrowings 0.0 13 13 13
Net Deferred Tax liability 26.6 27.9 27.9 279
Other long term liabilities 32.8 40.4 0.0 0.0
Long term provisions 34.8 40.9 29.0 32.0
Current Liabilities and
Provisions
Short term borrowings 0.0 0.2 0.2 0.2
Trade Payables 489.4 397.1 5234 578.7
Other Current Liabilities 466.5 559.7 523.4 578.7
Short Term Provisions 9.3 12.9 12.6 14.0
Total Current Liabilities 965.2 969.8 1,059.7 11,1716
Total Liabilities 3,964.4 4,4742 48576 5,377.6
Assets
Net Block 495.9 516.3 524.6 603.7
Capital Work in Progress 9.4 2.5 25.0 25.0
Intangible assets under 19.1 17.2 17.2 17.2
Goodwill on Consolidation 60.4 60.4 60.4 60.4
Non-current investments 67.1 265.5 265.5 265.5
Deferred tax assets 0.0 0.0 0.0 0.0
Long term loans and 1752  150.4 7.6 8.4
advances
Other Non Current Assets 117.0 121.7 54.1 59.8
Current Assets, Loans &
Advances
Current Investments 457.2 887.2 887.2 887.2
Inventories 703.7 766.1 785.2 868.1
Sundry Debtors 783.4 735.6 767.7 848.8
Cash and Bank 38.2 68.9 590.6 768.9
Loans and Advances 0.0 0.0 0.0 0.0
Other Current assets 1,037.8 882.3 872.4 964.5
Current Assets 3,020.3 3,340.2 3,903.1 4,337.4
Total Assets 3,964.4 4,4742 48576 53775

Source: Company, ICICI Direct Research
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Year end March

PBT & Extraordinary
Depreciation

After other adjustments

(Inc) / Dec in Working Capital
Taxes

Others

Cash from Ops.

Purchase of Fixed Assets
Others

Cash from Investing
Proceeds from issue of shares
Borrowings (Net)

Others

Cash from Financing

Net Change in Cash

Effects of foreign currency
translation

BF Cash & Bank

END Cash & Bank

FY25 FY26  FY27E
680.2 727.6 576.5
66.1 66.1 74.2
-18.0 -66.9 206.7
-163.9 -163.8 -144.1
-1129 -117.4 6.0
4515 4455 719.2
-2946 -44.2 -105.0
-975 -287.7 0.0
-392.1  -332.0 -105.0
0.0 0.0 0.0
0.0 15 0.0
-69.1 -84.4 -925
-69.1 -82.9 -92.5
-9.6 30.7 521.8
0.0 0.0 0.0
46.6 38.2 68.9
38.2 68.9 590.6

FY28E
675.0
85.9

-147.7
-168.8
6.0
450.5
-165.0
0.0
-165.0
0.0
0.0
-107.3
-107.3
178.2

0.0

590.6
768.9

Source: Company, ICICI Direct Research

Year end March FY25 FY26 FY27E FY28E
Per share data () B - B B
Adj. EPS 10.1 10.9 8.7 10.1
Adj. Cash EPS 115 12.2 10.1 11.9
BV 58.1 67.9 74.8 83.0
DPS 12 1.3 17 2.0
Operating Ratios (%) B - B B
Gross Margin (%) 41.0 42.0 40.5 41.0
EBITDA Margin (%) 20.1 20.7 17.5 19.0
PAT Margin (%) 16.1 16.3 13.6 14.4
Debtor Days 91 83 88 88
Inventory Days 82 86 20 20
Creditor Days 57 45 60 60
Cash Conversion Cycle 116 125 118 118
Return Ratios (%) B B B B
Return on Assets (%) 12.8 11.8 8.9 9.4
RoCE (%) 23.6 22.2 15.6 16.4
RoE (%) 175 155 11.6 12.2
Solvency B B B B
Total Debt / Equity - 0.0 0.0 0.0
Interest Coverage NA NA NA NA
Current Ratio 3.1 34 3.7 3.7
Quick Ratio 24 2.7 29 3.0
Valuation Ratios (x) B B B B
EV/EBITDA 25.7 235 27.3 225
P/E 33.0 30.8 38.7 33.0
P/B 5.8 4.9 4.5 4.0
EV/Sales 5.2 4.9 4.8 4.3
Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct Research

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
its stocks according to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%

Hold: -5% to 15%;
Reduce: -15% to -5%;
Sell: <-15%

Pankaj Pandey

ICICI Securities | Retail Research

Head - Research

ICICI Direct Research
Desk,

ICICI Securities Limited,
Third  Floor, Brillanto
House,

Road No 13, MIDC,
Andheri (East)

Mumbai — 400 093
research@icicidirect.com

pankaj.pandey@icicisecurities.com
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ANALYST CERTIFICATION

I/We, Siddhant Khandekar, Inter CA; Shubh Mehta, MBA (Tech,; Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this
research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the
specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in
the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number
—INHO000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai
- 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries
engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are
available on www.icicibank.com.

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. None of the research
recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Jeetu Jawrani Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to
analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock’s price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate
that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for
securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy
is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own
investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily
a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other
assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies
mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one
percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

ICICI Securities Limited has not used any Atrtificial Intelligence tools for preparation of this Research Report
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