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Company Background And Business Model

Important Statistics (Rcrs)

Godrej Agrovet was incorporated in 1991 in the state of Gujarat. Godrej Agrovet Limited
(GAVL), is a diversified, R&D focused agri-business company with operations across five
business verticals viz. animal feed, crop protection, oil palm, dairy, and poultry & processed
foods. GAVL is the largest crude palm oil producer in India, in terms of market share,& the
leader in compound cattle feed in India as of March 2017. Godrej Agrovet Ltd has joint
ventures Godrej Tyson Foods Ltd, a food processing firm, and ACI Godrej Agrovet Pvt. Ltd,
which runs a poultry products business in Bangladesh. The Company made significant
investments to enhance R&D capabilities over the years.

Investment Argument

» Diversified business model to drive future growth — Operations across five business
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verticals has enabled GAVL to grow revenues over the last five years. Diversified product
portfolios, across various categories provides the companies with a larger target market in
terms of crops and/or geographies, as pest incidence and weather conditions are variable
and different products would be required in varying degrees in these locations. Further,
diversified players with a larger basket of products become less vulnerable to crop/location
specific risks. The diversified business model along with geographic diversification provides
a hedge against the risks associated with any segment. This helped to drive growth,
optimize capital efficiency and maintain competitive advantage. Existing inter-linkages
between businesses also helped to maximize the potential synergies amongst them. For
example, the animal feed team frequently collaborates with dairy, and poultry and
processed foods businesses for sale of compound feed to the farmers. Additionally, some of
the biomass produced from the oil palm business is used as an animal feed ingredient,
which provides additional source of revenue to oil palm business as well as strengthens the
cost competitiveness of the animal feed business. Given the uncertainty in the domestic
market owing to the dependence on monsoons, players present in export markets achieve
some level of risk mitigation through diversification.

Strong R&D capabilities aid togrowth — GAVL is focused on improving productivity of
farmers by innovating products and services that sustainably increase crop and livestock
yields. The Company made significant investments to enhance their R&D capabilities over
the years and believe that emphasis on R&D has been critical to their success. Hence GAVL
has been able to identify market trends and introduce a range of innovative and value-
added products in the market to cater to the evolving needs of customers.

Animal feed Business — Accounts for 53% of the topline & 36% to the EBIT, with
segment margins in range of ~6-7%. Its product portfolio comprises of cattle feed, poultry
feed (broiler and layer), aqua feed (fish and shrimp) and specialty feed. It has a strong
distribution network for the animal feed business with ~4,000 distributors across India. The
company is also present in this space with its 50:50 JV, ACI Godrej, which produces cattle,
poultry and fish feed in Bangladesh. The focus for this segment is on achieving cost
leadership by improving the operational efficiency of animal feed business through R&D as
well as cost rationalization initiatives thereby improving profit margins and market share.

Crop Protection Business — Accounts for 16% of the topline & 37% to the EBIT, with
segment margins in the rannge of ~20-22%. The company’s product portfolio is spread
across the entire crop lifecycle including plant growth regulators, organic manures, generic
agrochemicals and specialized herbicides. Continuing the business growth story, GAVL
acquired promoter holding in Astec Life Sciences Limited in 2015. The distribution network
of Company’s crop protection business in India includes approximately 6,000 distributors, as
of FY17. With good monsoons, the rabi season is expected to be strong and benefit crop
protection business in H2FY2018. Further, the company launched three new products
under the crop protection business this year and has guided for launch two to three new
products every year. The focus for this segment is on introducing new products. R&D
initiatives have increasingly focused on off patented chemistry synthesis, which will help in
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expanding our product portfolio. GAVL also intend to achieve deeper market penetration _
and extend target crop segment with niche plant growth regulators. -
Animal Feed 611.89 685.91
» Oil Palm Business — This business accounts for 10% of the topline & 22% to the EBIT, Vegetable Oil 267.18 219.72
with segment margins in the rannge of ~19-20%. This is a regulated business under the Crop Protection Business 259.28 257.35
PPP model with gross margins at ~20%. The internal consumption of biomass from this Dairy 292.77 257.93
segment into the cattle feed segment help optimise costs. GAVL operates with an aggregate i ;
. . ; . Others 3.39 6.71
FFB processing capacity of 125 MT per hour and a palm kernel processing capacity of 7 MT .
per hour. In the oil palm business, the company has a strong market share of 35% in India EB_IT & Margins
and access to nearly 20% of India’s oil plantations. Higher oil prices and improvement in Animal Feed. 4.64% 5.25%
yield should benefit this segment in the near term. The focus for this segment is to grow its Vegetable Oil 23.05%  22.35%
presence in certain regions, create additional revenue streams from oil palm biomass and Crop Protection Business 24.97%  26.12%
continue to focus on R&D to improve FFB yield per hectare at laboratory in Chintampalli, Dairy 1.52% 4.75%
Andhra Pradesh. Others 25.37%  -54.99%

» Dairy Business — This business accounts for 21% of the topline & 7.3% to the EBIT, with
segment margins in the rannge of ~3-4%. In With ambition of expanding presence in the
"Animal Protein" space further, GAVL acquired controlling stake in Cream Line Dairy
Products Limited - a leading Dairy player in South India. The company has significant
presence in Andhra Pradesh, Telangana, Tamil Nadu, Karnataka and Maharashtra, under
the "Jersey" Brand name. Its value-added product portfolio includes Curd, Flavoured
Yogurt, and Ice Cream. Dairy distribution network includes approximately 4,000 milk
distributors, ~2,500 milk product distributors and 50 retail parlours, as well as direct sales
to institutional customers. The focus for this segment is to introduce new products and
increase product reach. It intends to continue to provide variants of existing, and new,
value-added poultry products.

Valuations

At its CMP of ¥546.65/-, the stock trades at a PE of ~34.2x its FY18 estimated annualised EPS
of ¥16/-. GAVL is focused on improving productivity of farmers by innovating products and
services that sustainably increase crop and livestock yields. The Company made significant
investments to enhance their R&D capabilities over the years and believe that emphasis on
R&D has been critical to their success. The company aims to improve market share across all
business verticals.Since several sectors in which GAVL operate are largely unorganized, we
believe that cost leadership will be a key enabler for GAVL to increase the market share. The
company has evolved from cattle feed to an animal protein player. We are
POSITIVE on the company’s long-term growth prospects.
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Disclaimer

Analyst Certification: I, Shivani Vishwanathan, the research analyst and author of this report, hereby certify that the views expressed in this research
report accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research.
The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company
(Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence
and objectivity in making any recommendations.

It is confirmed that Shivani Vishwanathan, the author of this report has not received any compensation from the companies mentioned in the report in
the preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other
business. Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect,
incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information
contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you.
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or
product, or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor
appropriate for every individual and are solely for the informational purposes of the readers. This material does not take into account the specific
objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information in this
research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time.
Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may
be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should inform themselves
about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is
accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties,
either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a
particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions
in it. Way2Wealth or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any
inadvertent error in the information contained in this report. The recipients of this report should rely on their own investigations. In no event shall
Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or
lost opportunity, whether or not Way2Wealth has advised of the possibility of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but
are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse
impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable
political and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an
offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of
this material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any
reader publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its
affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report may from time to time have
interest in securities / positions, financial or otherwise in the securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.

Disclosure of Interest Statement in Godrej Agrovet Ltd. as on December 6", 2017
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Name of the Security Godrej Agrovet Ltd.
Name of the analyst Shivani VivekVishwanathan
Analysts’ ownership of any stock related to the information NIL

contained

Financial Interest

Analyst : No

Analyst’s Relative : Yes / NO No

Analyst’s Associate/Firm : Yes/No No

Conflict of Interest No

Receipt of Compensation No

Way2Wealth ownership of any stock related to the information NIL

contained

Broking relationship with company covered NIL

Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.
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