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The performance during Q2 remained relatively muted as overall Revenue declined 7% YoY
to INR 8.61 bn owing to 28% YoY decline in seeds segment coupled with 10% YoY decline in
B2C (Domestic) which was somewhat offset by a healthy 14% YoY growth in B2B business
(Exports) led by volumes. However, EBITDA stood at INR 1.54 bn (down 7% YoY), reflecting
resilient margin performance aided by favorable product mix and disciplined cost
management. The quarter witnessed strong B2B-export momentum with revenues surging
33% YoY, driven by higher volumes from key molecules. Management remains cautiously
optimistic about demand recovery in H2FY26, supported by better agronomical conditions
following the abnormal monsoon. The export business is expected to maintain growth
momentum driven by volume expansion, new customer wins, and operational efficiencies,
though pricing headwinds persist in certain geographies. Domestic crop protection demand
is anticipated to recover sequentially aided by normalization of fertilizer supply, resumption
of biostimulants sales, and traction from new product launches.

Crop Care Segment : Robust Export Growth Offsets Weather-Led Domestic Weakness

The Crop Care segment reported revenues of INR 7.60 bn in Q2FY26, down 3% YoY, with the
B2C domestic business declining 10% due to excessive rainfall impacting sprays in
Maharashtra, Punjab, UP, and Rajasthan. However, the B2B-export business delivered robust
growth of 33% YoY, driven by volume expansion and improved capacity utilization across
global markets. Approximately 85% of export business comprises technical-grade products,
providing insulation from tariff volatility. Segment EBITDA declined 4% to INR 1.29 bn, with
margins holding steady despite lower sales, reflecting product mix improvement and portfolio
rationalization benefits. Management remains focused on expanding the herbicide portfolio
with new rice and wheat herbicides slated for FY27 commercialization. Export momentum is
expected to sustain in H2FY26, supported by channel inventory normalization globally and
new customer acquisitions, though pricing pressure in Brazil remains a near-term overhang.

Seeds: Volume Pressure from Weather and lllegal HTBT, Margins Resilient on Portfolio Shift
The Seeds segment witnessed a sharp 29% YoY revenue decline to INR 1.01 bn in Q2FY26
versus INR 1.41 bn in Q2FY25, primarily attributable to supply chain constraints caused by
weather disruptions in Tamil Nadu and neighboring states, alongside continued proliferation
of illegal HTBT cotton. Despite the topline pressure, gross margins improved significantly,
supported by the company's strategic shift toward in-house R&D-derived products, which now
constitute over 80% of the seed portfolio. Blended seed margins remained in the 23-25%
range, at par with industry leaders. Segment EBITDA stood at INR 0.25 bn vs. INR 0.31 bn in
Q2FY25, reflecting margin resilience despite lower sales. New hybrids in cotton, rice, and
maize received encouraging market response, and management expressed confidence in
strong cotton seed availability and scale-up potential for the upcoming kharif season. The
Seeds business is positioned for a stronger performance in the upcoming kharif season,
backed by adequate seed availability and positive response to new hybrids.

Outlook & Valuation: We believe the recent underperformance in the domestic crop care
segment is a minor blip within Rallis India's overall resilient performance, driven by a healthy
volume-led recovery in exports. While the Seeds segment remains susceptible to supply chain
efficiencies, the company's plan to reduce dependency on third-party supplies is likely to
stabilize this segment, supported by ongoing portfolio optimization and cost efficiencies that
are expected to support margin trajectory. Given near-term headwinds, we have lowered our
earnings estimates by 5-14% over FY26e-FY28e, but the outlook remains positive supported
by export growth and disciplined cost management. We have revised our target price down
by 8% to INR 350, as we roll-forward to Q2FY28e EPS of INR 13.1 keeping the multiple
unchanged at 27x and upgrade our rating to “BUY” with an upside of 25%.

Financial Snapshot:

Particulars (INR Mn) FY24 FY25 FY26E FY27E FY28E
Revenues 2,648 2,663 2,983 3,519 4,294
EBITDA 311 286 347 434 547
PAT 148 125 174 224 285
EPS 7.60 6.43 895 1150 14.68
EBIDTA Margin 11.75% 10.74% 11.64% 12.34% 12.74%
ROCE 10.77% 8.72% 10.78% 12.95% 15.07%
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Quarterly Result

Particulars (INR Mn) Q2FY26 Q1FY26 Q2FY25

Revenue from operations 8,610 9,570 9,280 -10.0% -7.2%
Cost of material consumed 4,410 4,730 3,960 -6.8% 11.4%
Purchase of stock-in-trade 530 1,330, 630 -60.2% -15.9%
Changes in inventories 30 40 970 -25.0% -96.9%
Gross Profit 3,640 3,470 3,720 4.9% -2.2%
Gross Profit Margin 42.3%| 36.3% 40.1% 602bps 219bps
Employee Cost 740 670 690 10.4% 7.2%
Other Expenses 1,360 1,300 1,370 4.6% -0.7%
EBITDA 1,540 1,500 1,660 2.7% -7.2%
EBITDA Margin 17.9%) 15.7%)| 17.9% 221bps Obps
Depreciation 300 290 300 3.4% 0.0%
EBIT 1240 1210 1360 2.5% -8.8%
Finance Cost 30 40 30 -25.0% 0.0%
EBT before Other Income 1,210 1,170 1,330 3.4% -9.0%
Other Income 100 120 100 -16.7% 0.0%
Exceptional items 60 0 0 #DIV/0! #DIV/0!
Profit Before Tax 1,370 1,290 1,430 6.2% -4.2%
Tax Expenses 350 340 450 2.9% -22.2%
Effective Tax Rate 25.5% 26.4% 31.5% -81bps -592bps
Profit After Tax 1,020 950 980 7.4% 4.1%
Net Profit Margin 11.8% 9.9%) 10.6% 192bps 129bps
EPS (INR per share) 5.02 4.9 5.0

Change in estimates

INR Mn Earlier Revised %Change

FY26E FY27E FY28E FY26E FY27E FY28E FY26E FY27E FY28E

-79 _Qo, _ 0,
Revenue 3,196 3,876 4,779 2,983 3519 4,294 7% 9% 10%
EBITDA 367 478 630 347 34 547 5% 9% -13%
EBITDA Margins % 1% 12%  13% 12% 12%  13%
bAT 183 246 334 174 224 285 5% 9% -14%

Source: Company, Arihant Research
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Crop Care Performance

Exhibit 1: Crop Protection B2C business segment performance declined due to weather disruptions and erratic rainfall across
major markets.
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Exhibit 2: Crop Care B2B business segment grew by 14% YoY due to volume revival in key molecules and better capacity
utilization.
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Exhibit 3: Operating Margin remain resilient YoY product mix improvement and portfolio rationalization
benefits.
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Seeds Performance

Exhibit 4: Seeds business revenue declined by 28% YoY due to supply chain constraints.
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Exhibit 6: Revenue Mix of Crop Care and Seeds.
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Q2FY26 Concall Takeaways:

Rallis India expects a gradual recovery in H2FY26 driven by a favourable Rabi season, stabilizing channel inventory, and
normalization in its bio and export businesses. Management anticipates low double-digit export growth, supported by
increased capacity utilization and new customer additions, while domestic demand should benefit from improved soil
moisture and farmer liquidity. Margins are expected to hold at 18-19% levels, aided by tighter cost control and product
mix improvement. Overall, Rallis remains focused on profitable growth through strategic execution, prudent capital
allocation, and strengthening its innovation-led product pipeline.

Segmental Performance

Crop Care

* Crop care revenues declined 3% YoY impacted by rainfall-led product returns and weak pest incidence.

* Domestic B2C revenue grew 8% with 3% lower volumes due to channel destocking; increased promotions pressured
realizations.

* Exports grew 33% YoY; H1 export revenue at INR 3,120 mn vs INR 2,070 mn (+51% YoY). Growth led by Metribuzin,
Hexaconazole, and Pendimethalin technicals.

*  CSM business formed <5% of exports this half; impacted by shipment phasing, expected to normalize H2.

* Margins held up on product mix shift and disciplined procurement timing.

Seeds

* Seed revenue declined 29% YoY to INR 1,010 mn due to lower cotton acreage and illegal Hybrid BT varieties depressing
organized demand.

* Product demonstrations intensified; pipeline of proprietary hybrids (cotton, maize, rice) showing strong early traction.

* Focus remains on five key crops—cotton, maize, millet, mustard, and rice—to drive profitable scale.

* Seed EBIT margin improved meaningfully H1IFY26 due to 80% share from in-house hybrids. Management targets 23—
25% margin on sustainable basis.

Soil & Plant Health (Bio segment)

* Revenue flat YoY at ~INR 2,250 mn for H1; growth target of 20% deferred due to supply/rain disruptions and regulatory
changes in biostimulants.

* Regulatory tightening seen as long-term positive for organized players; expected normalization from Q3 onward.

Product & Pipeline Updates

* 8 new products launched YTD (5 herbicides, 1 fungicide, 2 insecticides).

* New launches “Deeweed” (herbicide) and “Dodrio” (fungicide) performing well.

* Upcoming FY27 launches: one rice herbicide and one wheat herbicide from in-house R&D.

* Rallis leveraging multinational partnerships on co-developed molecules, registrations expanding in Latin America and
Europe.

Operational & Strategic Commentary

* Procurement discipline: maintained cost control by optimizing purchase timing; working capital intensity improving;
collections robust.

* Inventory levels moderated sequentially; cash conversion strong.

* Portfolio optimization underway — pruning low profitability SKUs, rationalizing overlap territories.

» Digital initiatives for farm engagement and sales enablement reportedly gaining traction.

Guidance
* Expect Q3FY26 recovery on account of favourable Rabi momentum, stabilizing channel inventory, and normalization in
bio portfolio.

* Export trajectory remains positive; guided low double-digit growth for H2FY26 aided by broader customer base and
efficient capacity utilization.

* Focused capex (~*INR 500 mn) to enhance formulations efficiency; long-term strategy aims at margin-accretive CSM
ramp-up.

* Management reiterated intent to sustain EBITDA margin ~18-19%, improve capital efficiency, and expand presence
across top-five crops.

* Confident of profitable growth through portfolio focus, disciplined execution, and working capital prudence.

* R&D spend: Budgeted around INR 600-700 mn per annum, maintaining focus on select molecules and modern
breeding tools.

Source: Company, Arihant Research
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Financials
Income Statement
P&L (INR Cr) FY24 FY25 FY26E FY27E FY28E
Revenues 2,648 2,663 2,983 3,519 4,294
Change (%) -10.7% 0.6% 12.0% 18.0% 22.0%
Cost of Goods Sold 1,578 1,581 1,756 2,065 2,515
Employee costs 262 275 302 346 418
Other expenses 498 521 578 674 814
Total operating Expense 2,337 2,377 2,635 3,085 3,747
EBITDA 311 286 347 434 547
Change (%) 43% -8% 21% 25% 26%
EBITDA Margin (%) 12% 11% 12% 12% 13%
Other Income 16 32 36 42 52
Depreciation 114 120 134 159 193
Interest 18 12 13 16 19
PBT 195 186 235 302 386
Extra-ordinary 1 1 0 0 0
PBT after ext-ord. 196 187 235 302 386
Tax 48 62 61 79 100
Rate (%) 24.4% 33.2% 26.0% 26.0% 26.0%|
PAT 148 125 174 224 285
Change (%) 60.8% -15.5% 39.2% 28.5% 27.7%
Balance Sheet
Balance Sheet (INR Cr) FY24 FY25 FY26E FY27E FY28E
Share Capital 19 19 19 19 19
Reserves & Surplus 1,810 1,885 1,954 2,109 2,326
Net Worth 1,829 1,904 1,973 2,128 2,346
Long term debt 1 1 0 0 0
Short term debt 112 101 51 51 51
Total Debt 113 102 51 51 51
Deferred Tax & other liabilities 2 16 17 19 22
Current liabilities 1,006 941 1,243 1,396 1,617
Provisions 52 12 14 17 20
Total Liabilities 3,003 2,974 3,298 3,612 4,056
Net Block 661 623 685 719 755
Capital Work-in-Progress 19 25 50 50 51
Other Non-Current Assets 543 461 429 389 351
Net fixed assets 1,223 1,109 1,164 1,158 1,158
Investments 247 408 389 589 839
Debtors 579 541 515 607 741
Inventories 808 751 735 771 941
Cash & bank balance 32 31 361 353 244
Loans & advances & other CA 114 134 134 134 134
Total current assets 1,780 1,866 2,134 2,454 2,899
Total Assets 3,003 2,975 3,298 3,612 4,056

Source: Company, Arihant Research
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Cash Flow Statement

Cash Flow Statement (INR Cr) FY24 FY25 FY26E FY27E FY28E
Profit before tax (PBT) 148 125 174 224 285
Depreciation 114 120 134 159 193
Chg in working cap (116) 31 344 25 (83)
Tax Paid (39) 7 2 3 4
Other Operating cash flow 18 12 13 16 19
Others 2 (20) (22) (26) (32)
Net Operating Cash Flow 41 195 564 316 300
Capital Expenditure (255) (82) (197) (193) (229)
Free Cash Flow 297 277 761 508 529
Investments (28) (161) 19 (200) (250)
Other Investing cash flows 87 108 43 83 88
Cash Flow from Investing (196) (135) (134) (310) (392)
Equity Capital Raised / (Repaid) 0 0 0 0 0
Debt raised / (Repaid) 110 (71) (51) (1) (1)
Dividend paid (incl tax) 68 68 68 68 68
Other Financing Cash Flow 12 (9) (11) (13) (16)
Cash Flow from Financing 141 (61) (100) (14) (17)
Net change in cash (14) (1) 330 (9) (109)
Opening cash 46 32 31 361 353
Closing Cash 32 31 361 353 244
Key Ratios
Key Ratios FY24 FY25 FY26E FY27E FY28E
Per share (Rs)
EPS 7.6 6.4 8.9 11.5 14.7
CEPS 13.5 12.6 15.9 19.7 24.6
BVPS 94.1 97.9 101.5 109.5 120.6
Valuation (x)
P/E 38.3 43.6 31.3 24.4 19.1
P/CEPS 21.6 22.2 17.7 14.2 11.4
P/BV 3.1 2.9 2.8 2.6 2.3
EV/EBITDA 18.1 18.9 14.6 11.7 9.5
Return Ratios (%)
Gross Margin 40.4% 40.6% 41.1% 41.3% 41.4%
EBIDTA Margin 11.7% 10.7% 11.6% 12.3% 12.7%
PAT Margin 5.6% 4.7% 5.8% 6.4% 6.6%
ROE 8.1% 6.6% 8.8% 10.5% 12.2%
ROCE 10.8% 8.7% 10.8% 12.9% 15.1%
Leverage Ratio (%)
Total D/E 0.0 0.0 0.0 0.0 0.0
Turnover Ratios
Asset Turnover (x) 09 0.9 0.9 1.0 1.1
Inventory Days 120 100 90 80 80
Receivable Days 63 63 63 63 63
Payable days 83 74 103 103 103

Source: Company, Arihant Research
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Disclaimer: This disclosure statement is provided in compliance with the SEBI Research Analyst Regulations, 2014.
Arihant Capital Markets Limited (ACML) is a registered stockbroker, merchant banker, and research analyst under
SEBI, and is also a Point of Presence with the Pension Fund Regulatory and Development Authority (PFRDA). ACML is
registered with SEBI with Research Analyst Registration Number INHO00002764, Stock Broker Registration Number
INZ000180939, and is a Trading Member with NSE, BSE, MCX, NCDEX, and a Depository Participant with CDSL and
NSDL.

ACML and its associates may have business relationships, including investment banking, with companies covered by
its Investment Research Department. The analysts of ACML, and their associates, are prohibited from holding a
financial interest in securities or derivatives of companies they cover, though they may hold stock in the companies
they analyze. The recommendations provided by ACML's research team are based on technical and derivative
analysis and may differ from fundamental research reports.

ACML confirms that neither it nor its associates have a financial interest or material conflict concerning the
companies covered in the research report at the time of publication. Furthermore, ACML, its analysts, and their
relatives have no ownership greater than 1% in the subject companies as of the month prior to publication. ACML
guarantees that the compensation for its research analysts is not influenced by specific securities or transactions.

ACML affirms that neither the analyst nor the company has served as an officer, director, employee, or engaged in
market-making activities for any of the subject companies. Additionally, the research report does not reflect any
conflict of interest and is not influenced by specific recommendations made. Neither ACML nor its analysts have
received compensation for investment banking or brokerage services from the subject companies in the last 12
months.

The views expressed in this report are those of the analysts and are independent of the proprietary trading desk of
ACML, which operates separately to maintain an unbiased stance. Analysts comply with SEBI Regulations when
offering recommendations or opinions through public media. The report is intended for informational purposes only
and is not an offer or solicitation for the purchase or sale of securities.

This report, which is confidential, may not be reproduced or shared without written consent from ACML. It is based
on publicly available data believed to be reliable but has not been independently verified, and no guarantees are
made about its accuracy. All opinions and information contained in the report are subject to change without notice.
ACML disclaims liability for any losses resulting from reliance on this report. The report does not constitute an offer
to buy or sell securities, and ACML is not responsible for the risks involved in investments. ACML and its affiliates may
have positions in the securities discussed or hold other financial interests in them.

The distribution of this report in certain jurisdictions may be restricted by law, and the report is not intended for
distribution where it would violate local laws. Investors are advised to consider their financial position, risk tolerance,
and investment objectives before engaging in transactions, particularly in high-risk financial products such as
derivatives.

ACML reserves the right to modify this disclosure statement without prior notice. The report has been prepared
using publicly available information and internally developed data, though ACML does not guarantee its
completeness or accuracy. Historical price data for securities can be accessed via official exchanges like NSE or BSE.
ACML and its affiliates may conduct proprietary transactions or investment banking services for the companies
mentioned in this report. In compliance with SEBI regulations, ACML maintains comprehensive records of research
reports, recommendations, and the rationale for those recommendations, which are preserved for at least five years.
An annual compliance audit is conducted by a member of the ICAI or ICSI to ensure adherence to applicable
regulations. This report is issued in accordance with applicable SEBI regulations and does not guarantee future
performance or returns.
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