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Weak performance

BAL reported muted performance in Q1FY20
consequential to (1) Soft volume off-take by the
agrochemical industry, (2) High raw material prices,
predominantly Methanol. Hence, we cut our EPS
estimates for FY20/21 and arrive at a TP of Rs 452/share
based on 13x Sep-21E EPS.

HIGHLIGHTS OF THE QUARTER

=  Reported sales were Rs 2.31bn, down 11.1% YoY and
1.4% QoQ. Revenue was affected owing to 7.1% YoY
and 6.5% QoQ fall in sales volumes to 20.15kt. Volumes
were impacted owing to lower demand from the
agrochemical industry. We expect ~3.5% YoY volume
growth in FY20 owing to lower than anticipated
volumesin 1Q.

=  EBITDA was Rs 371mn down 36.8% YoY and 21.7% QoQ
on account of higher raw material prices. APAT was
down 41.0% YoY and 26.1% QoQ to Rs 200mn
attributable to a higher tax rate of 37.1% as compared
to 30.5%, average for FY19.

= All plants are already running at close to full capacity,
in absence of any capacity augmentation, we do not
see significant volume uptake in the standalone
business in the near term. The expansion projects in

Financial Summary (Standalone)

RESULTS REVIEW 1QFY20 | 29 JULY 2019

primary products like Ethyl Amines, Mono Iso-propyl
Amine and Iso Propyl Alcohol will begin in Q2FY20, and
be commissioned towards the fag end of FY21.

=  Commencement of the Methyl Amines capacity
expansion project has already been pushed forward
(perhaps, beyond FY21). We believe this is considering
Alkyl Amines’ recent expansion in Methyl Amines and
the volatility in Methanol prices consequential to US
sanctions on Iran.

= BLA’s subsidiary, Balaji Specialty Chemicals, has started
building capacity for Ethylene Diamine and Piperazine
(agro-chemical intermediates). We can expect the
subsidiary to meaningfully add to the topline from
QA4FY20E. BLA owns 55% stake in the said subsidiary.

®" Near-term outlook: Volume traction in Morpholine
and Acetonitrile will be the primary driver of earnings.

STANCE

Post an underwhelming Q1 and tepid volume outlook,

we cut our EPS estimate by 11.4/14.5% for FY20/21E.

Given the (1) Muted earnings growth prospects, (2)

Declining return ratios (ROE: 14.6/14.4/13.1%, RolC:

21.8/21.8/19.1% in FY20E/21E/22E), we prefer Alkyl

Amines over Balaji in the Amines space.

Year Ending March (Rs mn) 4QFY19  4QFY18 YoY (%) 3QFY19 QoQ (%) FY19* FY20E* FY21E* FY22E*
Net Sales 2,314 2,602 (11.1) 2,348 (1.4) 9,431 9,484 10,541 11,091
EBITDA 371 587 (36.8) 473 (21.7) 1,934 1,733 1,970 2,077
APAT 200 338 (41.0) 270 (26.1) 1,146 990 1,119 1,151
Diluted AEPS (Rs) 6.2 10.4 (41.0) 8.3 (26.1) 35.4 30.6 34.5 35.5
P/E (x) 6.8 7.9 7.0 6.8
EV / EBITDA (x) 5.1 5.3 4.9 4.9
RoE (%) 19.4 14.6 14.4 131

Source: Company, HDFC sec Inst Research| *Consolidated
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Revenue was affected owing
to 7.1% YoY and 6.5% QoQ
fall in sales volumes to
20.15kt. Volumes were
impacted owing to lower
demand from the
agrochemical industry

EBITDA was Rs 371mn down
36.8% YoY and 21.7% QoQ on
account of higher raw
material prices

APAT was down 41.0% YoY
and 26.1% QoQ to Rs 200mn
attributable to a higher tax
rate of 37.1% as compared to
30.5%, average for FY19

BALAJI AMINES: RESULTS REVIEW 1QFY20

Quarterly Financials Snapshot (Standalone)

(Rs mn) 1QFY20 1QFY19 YoY (%) 4QFY19 QoQ (%)
Net Sales 2,314 2,602 (11.1) 2,348 (1.4)]
Material Expenses 1,414 1,412 0.1 1,277 10.7
Employee Expenses 107 126 (14.9) 108 (0.7)
Other Expenses 423 477 (11.4) 490 (13.7)
[EBITDA 371 587 (36.8) 473 (21.7)
Depreciation 50 47 5.3 54 (8.2)
EBIT 321 540 (40.5) 420 (23.4)
Other Income & EO Items 23 10 136.4 18 31.4
Interest 27 32 (16.4) 33 (18.0)
PBT 317 517 (38.6) 404 (21.5)
Tax 118 179 (34.2) 134 (12.3)
RPAT 200 338 (41.0) 270 (26.1)
EO Items (Adj For Tax) - - NA - NA
|APAT 200 338 (41.0) 270 (26.1)]
AEPS (Rs/sh) 6.2 10.4 (41.0) 8.3 (26.1)

Source: Company, HDFC sec Inst Research| *Consolidated
Margin Analysis

1QFY20 1QFY19 YoY (bps) 4QFY19 QoQ (bps)
Material Expenses as % of Net Sales 61.1 54.3 680 54.4 670
Employee Expenses as % of Net Sales 4.6 4.8 (21) 4.6 3
Other Expenses as % of Net Sales 18.3 18.3 (6) 20.9 (259)
|EBITDA Margin (%) 16.0 22.6 (653) 20.2 (415)]
Net Profit Margin (%) 8.6 13.0 (437) 11.5 (287)
| Tax Rate (%) 37.1 34.6 250 33.2 389

Source: Company, HDFC sec Inst Research| *Consolidated
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Segmental Analysis (Standalone)

(Rs mn) 1QFY20 1QFY19 YoY (%) 4QFY19 QoQ (%)

Revenue

Amines Division 2,262 2,554 (11.4) 2,293 (1.3)
Revenue mix comprises of a Hotel Division 53 49 6.5 56 (5.7)
contribution of 23.5% each CFL Lamps and capsules - - NA 0 (100.0)

Total 2,315 2,603 (11.1) 2,349 (1.5)

from Amines and Amine

derivatives and 53% from
Revenue Mix (%)

Specialty Chemicals
Amines Division 97.7 98.1 97.6
Hotel Division 2.3 1.9 2.4
CFL Lamps and capsules - - 0.0

Segment Results

Pharma and Agrochemicals Amines.D.iv.ision 347 552 (37.1) 439 (21.1)
contribute 55/25% to revenue uocelipisen 1 . 2 2 e
. CFL Lamps (4) (4) 4.4 (5) (14.5)
respectively
EBIT 344 549 (37.3) 437 (21.2)
Less: Interest
Amines 26 29 (10.1) 32 (16.3)
Hotel 0 3 (85.9) 1 (65.1)
CFL Lamps - - NA 0 (100.0)
Exports form 20% of the IT)(I;:-al interest 27 32 (16.4) 33 (18.0)
revenue mix Amines 320 522 (38.7) 408 (21.4)
Hotel 1 (1) (184.6) 1 (20.9)
CFL Lamps (4) (4) 4.4 (5) (14.9)
Total PBT 317 517 (38.6) 404 (21.5)

Source: Company, HDFC sec Inst Research
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Financial Performance

Quarterly Turnover (Standalone) Yearly Turnover (Consolidated)
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Standalone Volume Trend OCF And FCF Trend (Consolidated)
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During Q1, the company
received the clearance for
manufacturing additional
capacity of 7KTPA of
Morpholine, leading to total
capacity of 10KTPA

BAL also received clearance
for manufacturing of
Acetonitrile and THF for which
it has installed capacity of
9KTPA

Post an underwhelming Q1
and tepid volume outlook, we
cut our EPS estimate by
11.4/14.5% for FY20/21E

BALAJI AMINES: RESULTS REVIEW 1QFY20

Assumptions

FY20E FY21E FY22E
Methyl Amines
Revenues (Rs mn) 3,112 3,200 3,315
Growth (%) (9.3) 2.8 3.6
Ethyl Amines
Revenues (Rs mn) 697 704 704
Growth (%) 1.0 1.0 -
Morpholine
Volumes(MTPA) 6,000 7,200 7,200
Revenues (Rs mn) 780 1008 1008
Growth (%) (2.3) 29.2 -
Acetonitrile
Volumes(MTPA) 5800 7500 7500
Revenues (Rs mn) 754 900 900
Growth (%) 24.6 19.4 -
Dimethyl Formamide
Volumes(MTPA) 6,500 6,500 6,500
Revenues (Rs mn) 377 377 377
Growth (%) (2.1) - -
DMAC
Volumes(MTPA) 5,200 5,500 5,500
Revenues (Rs mn) 624 660 660
Growth (%) 15.6 5.8 -
NMP/NEP/2-P
Revenues (Rs mn) 1,863 1,863 1,863
Growth (%) - - -
Source: Company, HDFC sec Inst Research
Change In Estimates
(Rs bn) FY20E Old FY20E New % Chg. FY21E Old FY21E New % Chg.
Net Sales 10,661 9,484 (11.0) 11,948 10,541 (11.8)
EBIDTA 2,112 1,733 (17.9) 2,503 1,970 (21.3)
APAT 1,117 990 (11.4) 1,309 1,119 (14.5)
EPS 34.5 30.6 (11.4) 40.4 34.5 (14.5)

Page | 6
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Peer Valuation

EPS (Rs/sh P/E (x P/B (x ROE (%

COMPANY Mcap CMP ... TP (Rs/sh) /E (x) /B (x) (%)
(Rsbn) (Rs) (Rs) |FY19P FY20E FY21E|FY19P FY20E FY21E |FY19P FY20E FY21E|FY19P FY20E FY21E

Vinati Organics 97.64 1900 NEU 2,029| 55.0 65.7 81.2| 346 289 234| 93 7.1 55| 306 27.8 265

Navin Fluorine
International Ltd

Alkyl Amines 15.45 757 BUY 1,309 41.1 455 59.5| 184 16.6 127 42 35 29| 253 232 252

Balaji Amines 7.84 242 BUY 452 35.4 30.6 34.5 6.8 7.9 7.0 13 1.2 1.0 194 146 144
Source: HDFC sec Inst Research

3533 716 BUY 812 | 30.2 355 40.6| 23.7 20.2 176 2.7 24 21| 145 155 159
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Income Statement (Consolidated) Balance Sheet (Consolidated)
(Rs mn) FY18 FY19 FY20E FY21E FY22E (Rs mn) FY18 FY19 FY20E FY21E FY22E
Net Revenues 8,612 9,431 9,484 10,541 11,091 SOURCES OF FUNDS
Growth (%) 17.9 9.5 0.6 11.1 5.2 Share Capital 64.8 64.8 64.8 64.8 64.8
Material Expenses 4,610 5,410 5,406 6,114 6,433 Reserves 4,78 5,855 6,728 7,721 8,746
Change In Inventories 31 (257) 267 - - Total Shareholders’ Funds 4,851 5920 6,792 7,786 8,811
Employee Expenses 269 295 408 453 477 Long-term Debt 425 833 842 957 1,107
Other Operating Expenses 1,808 2,048 1,938 2,004 2,104 Short-term Debt 1,094 1,439 1,254 1,208 1,167
EBITDA 1,895 1,934 1,733 1,970 2,077 Total Debt 1,518 2,272 2,096 2,165 2,273
EBITDA Margin (%) 22.0 20.5 18.3 18.7 18.7 Minority Interest - - - - -
EBIDTA Growth (%) 24.1 2.1 (10.4) 13.7 5.4 Long-term Provisions & Others 1334 163.7 166.8 170.0 173.1
Depreciation 193 196 225 268 312 Net Deferred Tax Liability 502 458 458 458 458
EBIT 1,702 1,739 1,508 1,702 1,765 TOTAL SOURCES OF FUNDS 7,005 8,813 9,513 10,578 11,715
Other Income (Including EO a1 2 70 74 77 APPLICATION OF FUNDS
Items) Net Block 3,161 3,197 5,064 6,607 7,983
Interest 90 130 126 135 155 CWIP 1,231 2,695 1,000 600 600
PBT 1,658 1,686 1,452 1,641 1,688 Investments - - 0 0 0
Tax 527 515 462 522 537 LT Loans & Advances 501 31 - - -
RPAT 1,132 1,171 990 1,119 1,151 Other Non Current Assets 38 40 38 38 38
EO (Loss) / Profit (Net Of Tax) 6 36 - - - Total Non-current Assets 4931 5963 6,102 7,245 8,621
APAT 1,128 1,146 9% 1,119 1,151 Inventories 891 1,632 1,111 1,235 1,299
APAT Growth (%) 41.4 1.7 (13.6) 13.0 2.9 Debtors 1,727 1,672 1,901 2,113 2,224
AEPS 34.8 35.4 30.6 34.5 35.5 Cash & Equivalents 242 206 794 418 16
EPS Growth (%) 41.4 1.7  (13.6) 13.0 2.9 ST Loans & Advances 688 986 679 755 795
Source: Company, HDFC sec Inst Research Total Current Assets 3,547 4,496 4,486 4,521 4,334
Creditors 718 853 866 980 1,031
Other Current Liabilities 755 793 209 209 209
Total Current Liabilities 1,474 1,645 1,075 1,189 1,240
Net Current Assets 2,074 2,850 3,410 3,333 3,094
TOTAL APPLICATION OF FUNDS 7,005 8,813 9,513 10,578 11,715

Source: Company, HDFC sec Inst Research
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Cash Flow Statement (Consolidated) Key Ratios (Consolidated)
(Rs mn) FY18 FY19 FY20E FY21E FY22E FY18 FY19  FY20E  FY21E  FY22E
Reported PBT 1,658 1,686 1,452 1,641 1,688 PROFITABILITY (%)
Interest Expenses 90 130 126 135 155 GPM 46.1 454 43.0 42.0 42.0
Depreciation 193 196 225 268 312 EBITDA Margin 22.0 20.5 18.3 18.7 18.7
Working Capital Change (661) (716) 990 (298) (163) EBIT Margin 19.8 18.4 159 16.2 159
Tax Paid (609) (560) (462) (522) (537) APAT Margin 13.1 12.2 10.4 10.6 10.4
OPERATING CASH FLOW (a) 671 736 2,331 1224 1,454  ROE 232 194 146 144 131
Capex 152 (232)  (3,091) (1411)  (1688) RolC 35.5 28.9 21.8 21.8 19.1
Free Cash Flow (FCF) 824 504  (761)  (187)  (233)  ROCE el s 10 L
Investments 24 - (0) - - EFFICIENCY
Others (13) 2) ) i i Tax Rate (%) 31.8 30.6 31.8 31.8 31.8
Asset Turnover (x) 2.7 2.9 1.9 1.6 14
INVESTING CASH FLOW (b) 163 (234) (3,090) (1,411) (1,688)
Debt Issuance/(Repaid) 39 754 (176) 69 109 Inventory (days) 38 a3 43 43 43
Debtors (days) 73 73 73 73 73
Interest Expenses (90) (130) (126) (135) (155) - 57 59 59 59 59
LA 772 1,127 (1,062) (253) (279) Cash Conversion Cycle (days) 54 57 57 57 57
Share Capital Issuance - - - - - Net Debt/EBITDA (x) 0.7 1.1 0.8 0.9 1.1
Dividend (86) - (117) (125) (125) Net D/E 0.3 0.4 0.2 0.2 03
Other long term liabilities 70 4 3 3 3 Interest Coverage 0.1 0.1 0.1 0.1 0.1
Others 94 (101) (2) (2) (2) PER SHARE DATA
FINANCING CASH FLOW (c) 27 526 (417) (189) (169) EPS (Rs/sh) 34.8 35.4 30.6 34.5 35.5
NET CASH FLOW (a+b+c) 861 1,028 (1,175) (376) (402) CEPS (Rs/sh) 40.8 41.4 37.5 42.8 451
Closing Cash & Equivalents 242 206 794 418 16 DPS (Rs/sh) - - 3.0 3.2 3.2
Source: Company, HDFC sec Inst Research BV (Rs/sh) 149.7 182.7 209.6 240.3 271.9
VALUATION
P/E 16.1 6.8 7.9 7.0 6.8
P/BV 1.6 1.3 1.2 1.0 0.9
EV/EBITDA 10.3 5.1 5.3 4.9 4.9
OCF/EV (%) 3.4 7.4 25.5 12.8 14.4
FCF/EV (%) 4.2 5.1 (8.3) (2.0) (2.3)
FCFE/MCAP (%) 9.9 14.4 (13.5) (3.2) (3.6)
Dividend Yield (%) - - 1.2 1.3 1.3

Source: Company, HDFC sec Inst Research
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