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October 31, 2019 

CMP: | 283    Target: | 330 (17%)     Target Period:  12  months  

Graphite India (CAREVE) 

 BUY 

 

H2FY20 to benefit from lower raw material cost.... 

For Q2FY20, Graphite India reported operationally subdued set of numbers 

on the back of lower-than-expected capacity utilisation level. On a 

consolidated basis, capacity utilisation came in at 61%, lower than our 

estimate of 75% (75% in Q2FY19, 93% in Q1FY20). The company reported 

a consolidated topline of | 882 crore, lower than our estimate of | 940 crore. 

Consolidated EBITDA for the quarter was at | 140 crore. The corresponding 

EBITDA margin was at 15.9%. Graphite India reported tax credit to the tune 

of | 58 crore on account of a change in corporate income tax rate, which 

aided consolidated PAT. The reported consolidated PAT was at | 185 crore 

(our estimate: | 193 crore). While Graphite India’s Q2FY20 performance 

came in subdued, going forward, raw material cost are expected to decline 

from Q2FY20 levels, which should aid in an uptick in operating margins. 

Utilisation expected to tread upwards from Q2FY20 levels 

Graphite India reported muted capacity utilisation levels for Q2FY20. For 

Q2FY20, consolidated utilisation level was at 61% while standalone 

utilisation was at 71%. Going forward, we expect utilisation to tread upwards 

from Q2FY20 levels. World Steel Association (WSA) has recently upward 

revised its forecasts for global steel demand. WSA now expected the global 

steel demand to reach 1775 million tonne (MT) in CY19, growth of 3.9% vs. 

earlier forecast of 1.3% growth or 1735 MT. For consolidated operations, we 

model capacity utilisation of 67.5% for FY20E and 70.0% for FY21E. For 

standalone operations, we model capacity utilisation of 75% for FY20E and 

77.5% for FY21E. 

Needle coke price expected to move downwards in H2FY20 

Needle coke is a key raw material used in manufacture of UHP grade 

graphite electrodes. Needle coke prices had remained at higher levels during 

Q2FY20. However, going forward, needle coke prices are expected to move 

downwards during H2FY20. This is likely to result in an uptick in EBITDA 

margins from Q2FY20 levels. 

Valuation & Outlook 

After a subdued Q2FY20, the expected decline in needle coke prices in 

H2FY20 augurs well for the company as it is expected to lead to an uptick in 

both standalone as well as consolidated operating margins (from Q2FY20 

levels). We model EBITDA margins of 26.5% in FY20E and 35.0% in FY21E. 

We value the stock at 6x FY21E EPS and arrive at a target price of | 330. We 

upgrade the stock from REDUCE to BUY. 

 

 

 

(| Crore) FY17 FY18 FY19 FY20E FY21E

Net Sales 1,468 3,266 7,858 3,378 3,732

EBITDA 40 1,444 5,023 894 1,306

EBITDA Margin (%) 2.7 44.2 63.9 26.5 35.0

Adj PAT 70 1,032 3,396 784 1,074

EPS (|) 3.6                         52.8                       173.8                      40.1                       55.0                       

EV/EBITDA (x) 129.1                      3.1                         0.6                         3.3                         2.1                         

RoCE (%) (0.3)                        47.1                       87.0                       16.6                       21.7                       

RoE (%) 3.8 37.8 63.5 15.6 18.7
 

 

 

Particulars 
 

Particular Amount

Market Capitalisation (| crore) | 5588

Debt (Q2FY20) (| crore) | 394

Cash & Cash Equivalent (Q2FY20)    

(| crore)

| 2327

EV (| crore) | 3655

52 week H/L 1034 / 255

Equity capital (| crore) | 39.1

Face value | 2
 

 

Key Highlights 

 For Q2FY20, Graphite India 

reported consolidated capacity 

utilisation of 61% & standalone 

capacity utilisation of 71% 

 Needle coke prices remained at 

higher levels in Q2FY20. 

However, it is expected to move 

downwards in H2FY20, which 

would aid EBITDA margins 

 Upgrade the stock from 

REDUCE to BUY with revised 

target price of | 330 
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Key Financial Summary 

 

 

 

Source: Company, ICICI Direct Research 



  

 

ICICI Securities | Retail Research  2 

  
ICICI Direct Research 

 

Result Update | Graphite India 

Exhibit 1: Variance Analysis (Consolidated Performance) 

Consolidated Performance Q2FY20 Q2FY20E Q2FY19 YoY (%) Q1FY20 QoQ (%)

Revenue 882.0 939.9 2345.0 -62% 967.0 -9% Topline came in lower than our estimate 

Other Income 51.0 60.0 44.0 16% 57.0 -11%

Total Operating expense 742.0 694.4 705.0 5% 672.0 10%

EBITDA 140.0 245.5 1,640.0 -91% 295.0 -53% EBITDA came in lower than our estimate 

EBITDA Margin (%) 15.9 26.1 69.9 (5400) bps 30.5 (1460) bps EBITDA margin came in lower than our estimate 

Depreciation 13.0 15.0 13.0 0% 13.0 0%

Interest 5.0 2.0 3.0 67% 5.0 0%

Exceptional Items / Share of 

profit/loss from associate

-1.0 0.0 0.0 NA -1.0 0%

PBT 172.0 288.5 1668.0 -90% 333.0 -48%

Tax Outgo -13.0 95.2 555.0 -102% 113.0 -112%

PAT 185.0 193.3 1113.0 -83% 220.0 -16% PAT was supported by tax reversals

Key Metrics

Consolidated Capacity Utilisation 

(%)

61% 75% 93% 75%
Consolidated capacity utilisation came in lower than our 

estimate
 

 

Source: Company, ICICI Direct Research  

Exhibit 2: Change in estimates 

(| Crore) Old New % Change Old New % Change Comments

Revenue 4089 3,378 -17 4344 3732 -14

EBITDA 1073 894 -17 1233 1306 6

EBITDA Margin (%) 26.2 26.5 23 bps 28.4 35.0 662 bps
EBITDA margins upward revised on the back of expected 

decline in operating costs

PAT 819 784 -4 897 1074 20
PAT upward revised for FY21E factoring lower corporate tax 

rate and improvement in operational performance

EPS (|) 41.9 40.1 -4 45.9 55.0 20

FY20E FY21E

 

 

Source: Company, ICICI Direct Research 
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Financial story in charts 

Exhibit 3: Trend in standalone capacity utilisation level 

 

Source: Company, ICICI Direct Research 

 

Exhibit 4: Trend in consolidated capacity utilisation level 

 

Source: Company, ICICI Direct Research 

 

 

Exhibit 5: Trend in consolidated EBITDA margin (in %) 

 

Source: Company, ICICI Direct Research 
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Exhibit 6: Valuation 

Revenue     

(| Cr)

Growth 

(%)

EPS (|)
Growth 

(%)

PE (x)
EV/EBITDA 

(x)

RoNW  

(%)

RoCE    

(%)

FY17 1468 -4.2 3.6 -14.9 78.5 129.1 3.8 -0.3

FY18 3266 122.5 52.8 1364.7 5.4 3.1 37.8 47.1

FY19 7858 140.6 173.8 229.1 1.6 0.6 63.5 87.0

FY20E 3378 -57.0 40.1 -76.9 7.1 3.3 15.6 16.6

FY21E 3732 10.5 55.0 37.0 5.1 2.1 18.7 21.7
 

 

Source: Company, ICICI Direct Research 
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Exhibit 7: Recommendation History vs. Consensus 

 

Source: Bloomberg, Company, ICICI Direct Research 

 

Exhibit 8: Top 10 Shareholders 

Rank Investor Name Latest Filing Date% O/S
Positio

n(m)

Change 

(m)

1 Emerald Co., Ltd. 30-Jun-2019 61% 119.6 0.0

2 GKN Ltd 30-Jun-2019 2% 4.0 0.0

3 Life Insurance Corporation of India 30-Jun-2019 2% 3.7 0.0

4 The New India Assurance Co. Ltd. 30-Jun-2019 1% 2.6 0.4

5 L&T Investment Management Limited 30-Jun-2019 1% 2.2 -4.1

6 The Vanguard Group, Inc. 30-Sep-2019 1% 2.2 0.0

7 Bangur (Krishna Kumar) 30-Jun-2019 1% 1.7 0.0

8 IDFC Asset Management Company Private Limited 30-Sep-2019 1% 1.2 0.7

9 APG Asset Management N.V. 31-Mar-2019 1% 1.0 -0.0

10 Goldman Sachs Asset Management International 30-Sep-2019 1% 1.0 0.0
 

 

Source: Reuters, ICICI Direct Research 

 

Exhibit 9: Recent Activity 

Investor name Value Shares Investor name Value Shares

IDFC Asset Management Company Private Limited 3.0           0.7           L&T Investment Management Limited -19.8 -4.1

The New India Assurance Co. Ltd. 1.8           0.4           Causeway Capital Management LLC -6.2 -1.0

Florida State Board of Administration 1.2           0.2           Principal Asset Management Private Limited -2.7 -0.5

Candriam Belgium S.A. 0.3           0.1           William Blair Investment Management, LLC -1.1 -0.2

MacKay Shields LLC 0.1           0.0           Mondrian Investment Partners Ltd. -1.0 -0.2

Buys Sells

 

 

Source: Reuters, ICICI Direct Research 

 

Exhibit 10: Shareholding Pattern 

(in %) Mar-19 Jun-19 Sep-19

Promoter 65.2 65.2 65.2

Others 34.8 34.8 34.8

Total 100.0 100.0 100.0
 

 

Source: Company, ICICI Direct Research 
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Financial summary 

Exhibit 11: Profit and loss statement                              | crore 

(Year-end March) FY18 FY19 FY20E FY21E

Total Operating Income 3266 7858 3378 3732

Growth (%) 123 141 -57 10

Total Operating Expenditure 1822 2835 2484 2426

EBITDA 1444 5023 894 1306

Growth (%) 3551 248 -82 46

Depreciation 52 62 57 61

Interest 8 12 13 15

Other Income 89 210 224 205

PBT 1473 5159 1048 1435

Exceptional Item 0 58 0 0

Total Tax 441 1705 264 361

PAT 1032 3396 784 1074

Growth (%) 1365 229 -77 37

EPS (|) 53 174 40 55
 

 

Source: Company, ICICI Direct Research 

 

Exhibit 12: Cash flow statement                                     | crore 

(Year-end March) FY17 FY18 FY19 FY20E FY21E

Profit after Tax 1,032 3,396 784 1,074

Add: Depreciation 52 62 57 61

(Inc)/dec in Current Asset -599 -1,465 1,385 -195

Inc/(dec) in CL & Provision 340 400 -892 21

Others -37 64 5 0

CF from operating activities 788 2,457 1,339 961

(Inc)/dec in Investments -577 -1,382 320 0

(Inc)/dec in Fixed Assets -62 -33 -280 -430

Others 0 0 0 0

CF from investing activities -639 -1,415 40 -430

Issue/(Buy back) of Equity 0 0 0 0

Inc/(dec) in loan funds 13 87 -359 0

Dividend paid & div. tax -389 -1,257 -275 -377

Inc/(dec) in Share Cap 231 481 -818 2

Others 0 0 0 0

CF from financing activities -145 -690 -1,452 -375

Net Cash flow 4 352 -73 156

Opening Cash 51 56 407 334

Closing Cash 56 407 334 490
 

 

Source: Company, ICICI Direct Research 

 

Exhibit 13: Balance sheet                                                | crore 

(Year-end March) FY18 FY19 FY20E FY21E

Liabilities

Equity Capital 39 39 39 39

Reserve and Surplus 2,693 5,312 5,003 5,702

Total Shareholders funds 2,732 5,351 5,042 5,741

Total Debt 272 359 0 0

Deferred Tax Liability 95 114 114 114

Minority Interest / Others 0 0 0 0

Total Liabilities 3,099 5,824 5,156 5,855

Assets

Gross Block 1,625 1,649 1,849 2,199

Less: Acc Depreciation 923 985 1,042 1,103

Net Block 702 664 807 1,096

Capital WIP 8 17 97 177

Total Fixed Assets 710 681 904 1,273

Investments 1,208 2,590 2,270 2,270

Inventory 786 2,160 925 1,022

Debtors 824 858 694 767

Loans and Advances 22 12 51 51

Other Current Assets 126 193 168 193

Cash 56 407 334 490

Total Current Assets 1,813 3,630 2,172 2,523

Current Liabilities 648 1,045 185 204

Provisions 34 37 5 7

Current Liabilities & Prov 682 1,082 190 212

Net Current Assets 1,132 2,548 1,982 2,311

Others Assets 49 5 0 0

Application of Funds 3,099 5,824 5,156 5,855
 

 

Source: Company, ICICI Direct Research 

 

Exhibit 14: Key ratios                                                      | crore 

(Year-end March) FY17 FY18 FY19 FY20E FY21E

Per share data (|)

EPS 52.8 173.8 40.1 55.0

Cash EPS 55.5 177.0 43.0 58.1

BV 139.8 273.9 258.0 293.8

DPS 17.0 55.0 12.0 16.5

Cash Per Share 64.7 153.4 133.3 141.3

Operating Ratios (%)

EBITDA Margin 44.2 63.9 26.5 35.0

PBT / Total Operating income 45.1 65.7 31.0 38.5

PAT Margin 31.6 43.2 23.2 28.8

Inventory days 88 100 100 100

Debtor days 92 40 75 75

Creditor days 72 49 20 20

Return Ratios (%)

RoE 37.8 63.5 15.6 18.7

RoCE 47.1 87.0 16.6 21.7

RoIC 47.2 93.6 17.8 23.7

Valuation Ratios (x)

P/E 5.4 1.6 7.1 5.1

EV / EBITDA 3.1 0.6 3.3 2.1

EV / Net Sales 1.4 0.4 0.9 0.7

Market Cap / Sales 1.7 0.7 1.6 1.5

Price to Book Value 2.0 1.0 1.1 1.0

Solvency Ratios

Debt/EBITDA 0.2 0.1 0.0 0.0

Debt / Equity 0.1 0.1 0.0 0.0

Current Ratio 2.7 3.4 11.4 11.9

Quick Ratio 1.5 1.4 6.5 7.1
 

 

Source: Company, ICICI Direct Research 
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RATING RATIONALE 

ICICI Direct endeavors 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% 
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