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Aquaculture play; on path of consolidation... 
We recently met Ramakanth V Akula, Chief Executive Officer of The 
Waterbase Ltd (TWL) to get an insight into the domestic aquaculture 
market and the company’s role in the value chain. TWL is an aquaculture 
company established in 1987 in Nellore (Andhra Pradesh), belonging to 
the Karan Chand Thappar Group. It is primarily involved in manufacturing 
shrimp feed for the domestic market and export of processed shrimps. 
TWL has an installed capacity to manufacture 35000 tonne of shrimp feed 
annually. In FY16, TWL sold 42000 tonne of shrimp feed (including traded 
quantity) realising a topline of | 290 crore with blended realisations at  
| 70/kg. Shrimp feed sales constitute a majority (94%) of sales. In FY13-
16, sales grew at a CAGR of 26.6% to | 318.6 crore while EBITDA grew at 
a CAGR of 27.6% to | 25.2 crore in FY16. TWL realises steady EBITDA 
margins of ~10%. FY16 was a subdued year for TWL due to occurrence 
of floods in AP resulting in a loss of stock and damage to plant & 
machinery resulting in marginal | 0.7 crore profit at the PAT level. With 
amalgamation of Pinnae Feeds (capacity 75000 tonne) on the cards and 
being a pioneer in the shrimp feed space, TWL is set for a robust growth 
journey ahead with increasing sales and profitability, going forward. 
Occurrence of diseases while cultivating shrimps in farmland and adverse 
weather pattern poses perennial risks to TWL’s business model. 
Amalgamation of Pinnae Feeds to provide requisite scale for growth! 
In CY10-15, when the Indian shrimp feed industry was growing at an 
exceptional rate, TWL could not encash on the same due to limitation of 
capacity and its inability to expand organically. However, in 2012, the 
promoter group established a manufacturing facility for manufacturing 
shrimp feed in their personal capacity. The said facility had a capacity of 
75000 tonne with the only modus operandi of supplying the shrimp feed 
to TWL, which, in turn, was sold by TWL in the open market under its own 
brand name (trading). The intent of the promoter group was to merge the 
same with the parent company i.e. TWL post settlement of its dispute 
with its lenders. The same is now in the execution stage with the 
company awaiting final approval for the same. As per agreed valuations 
and board of director’s approval; this amalgamation will result in dilution 
of equity with issuance of 0.28 crore shares to promoters in TWL. 
Healthy balance sheet and return ratios! 
TWL has a debt free balance sheet with surplus cash of | 11 crore as of 
FY16. However, post amalgamation, it will inherit | 46 crore as debt from 
Pinnae Feeds with debt: equity < 0.5x (on expanded equity). Net working 
capital was at 68 days as of FY16. TWL realises healthy return ratios in the 
range of ~20% with FY15 RoE at 20% and FY16 RoIC at 28%. 
 

Exhibit 1: Financial Performance 
(| Crore) FY12 FY13 FY14 FY15 FY16*
Net Sales (| crore) 103.5              157.0              228.2              277.6              318.6              
EBITDA (| crore) 10.5                12.1                23.7                30.9                25.2                
Net Profit (| crore) 5.6                  6.0                  13.6                19.5                0.7                  
EPS (|) 2.2                  2.3                  3.5                  5.1                  0.2                  
P/E (x) 50.3                47.1                31.3                21.8                NM
Price / Book (x) 8.0                  7.2                  5.0                  4.3                  4.3                  
EV/EBITDA (x) 39.6                34.1                17.4                13.4                16.4                
RoE (%) 10.6                10.2                15.9                19.9                NM

RoIC (%) 14.4 13.8 31.3 39.3 27.5
 

Source: Company, ICICIdirect.com Research 

Rating Matrix 

Rating : Unrated
Target : NA
Target Period : NA
Potential Upside : NA  

 

Key Financials 
(| Crore) FY13 FY14 FY15 FY16*
Net Sales 157.0         228.2         277.6         318.6         
EBITDA 12.1           23.7           30.9           25.2           
Net Profit 6.0             13.6           19.5           0.7             
EPS (|) 2.3             3.5             5.1             0.2             

 

*TWL incurred extraordinary expense amount to | 20 crore in FY16 due to 
loss of stock in floods and one time settlement with its lenders 
 
Valuation Summary 

(x) FY13 FY14 FY15 FY16*
P/E 47.1           31.3           21.8           NM
EV / EBITDA 34.1           17.4           13.4           16.4           
P/BV 7.2             5.0             4.3             4.3             
RoNW (%) 10.2           15.9           19.9           NM
RoIC (%) 13.8           31.3           39.3           27.5            

NM:  Not meaningful 
 
 
 
 

Stock Data 
Particular Amount
Market Capitalization | 425 crore
Total Debt (FY16) | 11 crore
Cash (FY16) | 22 crore
EV | 414 crore
52 week H/L (|) 177 / 60
Equity capital | 38.6 crore
Face value | 10
FII Holding (%) 0.0
DII Holding (%) 0.0  

 
 

Price Performance 
Return (%) 1M 3M 6M 12M
Waterbase (0.5)        19.9       37.1       15.7       
Avanti Feeds (7.9)        17.0       34.3       (2.5)         

 

Price Movement 
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Other Highlights 
 

 Shrimp is the largest seafood commodity in value terms 
 

 Total consumption of shrimps annually is ~4.5 million tonne (MT) 
with 40% constituted by Wild Cash. The remaining 60% is 
cultivated in farmlands (2.7 MT). Consumption has grown at a 
CAGR of 5% in CY11-15 and is expected to grow at a similar rate, 
going forward (CY15-18E), with increasing share of cultivated type 

 
 Current price of processed shrimp is in the range of ~| 550-

600/kg i.e. US$ 8-8.2/kg 
 

 Global average feed conversion ratio is 1.5 i.e. for attaining a 
desired 1 kg of cultivated shrimp weight 1.5 kg of shrimp feed is 
consumed. This leads to total shrimp feed market size of 4.1 MT 
globally. Average realisation of shrimp feed is ~| 60-70/kg i.e. 
~US$1/kg. This leads to a total shrimp feed market size of US$4 
billion 

 
 There are three main shrimp species, which are used for 

cultivation i.e. P Vannamei, P Monodon & M Rosenbergi with P 
Vannamei the dominant species cultivated worldwide. It was 
introduced in India in 2009. Thereafter, there was an exponential 
industry growth in Indian in CY10-15 

 
 Total size of the domestic shrimp feed industry is pegged at 7 lakh 

tonne (~| 5000 crore in value terms) with total capacity at 2 MT, 
implying huge overcapacity. It is expected to grow at a CAGR of 
10.0% over the next three years 

 
 The closest competitor of TWL is Avanti Feeds, which has a 

market share of 36% domestically (2.5 lakh tonne sales in FY16) 
 

 Total marine exports from India in FY16 were at US$4.7 billion, 
66% of which is constituted by frozen shrimps implying export 
sales of US$3 billion (3.7 lakh tonne in volume terms) 

 
 India is one of the preferred locations for shrimp farming due to a 

long coastline, favourable climatic conditions and inexpensive 
labour 

 
 In FY16, shrimp feed constituted 94% of sales, followed by 

processed shrimps, which comprised 5% and others (1%) 
 

 TWL plans to tap the entire value chain of shrimp farming with 
plans to set up hatcheries (supplying right seed variety) and 
supplements (pro biotic etc) 

 
 TWL has a stronghold in Tamil Nadu, Andhra Pradesh and 

Telangana. In search of sales growth, it will be entering West 
Bengal, Gujarat and Odisha 

 
 Against the loss of stock and plant & machinery damage 

witnessed due to floods in FY16, TWL has submitted a claim to 
insurance companies to the tune of | 19.1 crore. Settlement 
against the same is expected in H2FY17E 

 
 

                      Brands: 
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Key financials 
Revenues have grown at 26.6% CAGR in FY13-16 to | 319 crore in FY16  
(| 157 crore in FY13). Revenues can be sub-divided into manufactured 
goods (| 171 crore in FY16) and traded sales (| 140 crore in FY16). 

High asset turnover and a steady EBITDA margin profile resulted in 
healthy return ratios. The FY13-16 average RoIC was at 28%. 
    

Exhibit 4: RoCE & RoE trend 
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Source: Company, ICICIdirect.com Research 
 

Exhibit 5: PAT trend in FY13-16 

6.0

13.6

19.5

0.7

2.3

3.5

5.1

0.2

-

5

10

15

20

25

FY13 FY14 FY15 FY16*

| 
cr

or
e

-

1

2

3

4

5

6

|/
sh

ar
e

Net Profit (| crore) EPS (|)
 

Source: Company, ICICIdirect.com Research 
 

Exhibit 2: Revenue trend; grows at CAGR of 26.6% in FY13-16 
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Exhibit 3: EBITDA & EBITDA margins (EBITDA grows at CAGR of 27.6% in FY13-16) 
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Source: Company, ICICIdirect.com Research 

TWL realises EBITDA margins in the range of 8-11%. The 
company has guided for steady 10-11% EBITDA margins, going 
forward 

Trading sales mainly constituted the contract 
manufacturing undertaken at Pinnae Feeds on behalf of 
TWL 
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RATING RATIONALE 
ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICIdirect.com assigns 
ratings to its stocks according to their notional target price vs. current market price and then categorises them 
as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional 
target price is defined as the analysts' valuation for a stock. 
 
Strong Buy: >15%/20% for large caps/midcaps, respectively, with high conviction; 
Buy: >10%/15% for large caps/midcaps, respectively; 
Hold: Up to +/-10%; 
Sell: -10% or more; 
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