Tata Chemicals (tatche)

CMP: ¥ 483

Target: ¥ 490 (1%)

Target Period: 12 months
December 29, 2020

Construction revival to support soda ash consumption
ahead

There has been an increase in construction activity across different parts of
the globe due to improvement in the demand outlook on the back of lower
interest rate and changes in tendency of people post lockdown. We believe
this should aid soda ash consumption given that flat glass constitutes ~20%
of the latter demand. In turn, this would narrow the demand/supply
mismatch and support realisation, to an extent, in the medium term. Apart
from this, we also expect better demand for container glass to aid soda ash
consumptions further apart from base segment like detergent to maintain
the overall demand scenario in the medium term. Since Tata Chemical holds
sizable market share in the global soda ash market, we expect the core
business to grow at a decent rate on the back of aforementioned factors
along with low base effect in the coming year. Apart from this, better growth
from soda bicarb from sub segments like Medikarb should likely support
growth, going ahead. Since plans are already under way to increase the
specialty business share like crop protection, HDS and nutraceutical in the
overall business portfolio, we expect the company’s’ revenue contribution
to be equally tilted towards specialty and commodity in the medium to long
term. In turn, this should command better valuations.

Valuation & Outlook

We value the company on SOTP basis. Earlier, we assumed Tata Son’s
investment portfolio at book value. However, the same has been revised to
fair value at the lower end now, which was disclosed by Tata Sons in
Supreme Court recently. We raise our target price to ¥ 490 from ¥ 305. We
maintain HOLD rating on the stock.

Exhibit 1: SOTP Valuation

Revenue EBITDA EV/EBITDA EV

In ¥ CGrore unless other mentioned FY23E — FY22E Fy27E
Basic Chemical

India 3.050 B19 5.0x 4,096

ROW 5.192 734 4.0 2,937
Speciality Products

Rallis 2,724 37 18.5x 5308

Other Speciality 226 34 B.Ox 271
Consalidated EV 8 660
Less: Net debt 2,245
Residual business MCAP 6.415
Add: NC investment portfelic excl Tata sons inv & 50°% disc 1.342
Add: Fair value of Tata sons inv (& 50% disc 4.750
Target MCAP 12,506
No.of shares 255
Target price/share 490
CMP 483
Upside/downside 1%

Source: Company, ICICI Direct Research

Key Financial Summary

[ Crore) FY17 FY18 FY19 FYz0 FYZ1E
Met Revenue 10.346.1 10.269.7 10.336.7 10, 356.8 10.082.7
EBITOA 20343 2190.7 1.760.3 1.948.2 1.632.3
EBTDA Margins %) 0.5 21.3% 17.5% 16.6% 16.2%
Adj.FAT B79.6 1.250.6 831.9 B06. & N7
Adj. EPS ) 3.5 30.6 36.6 n.y 202
EV/EBITDA T.4x B.1x T4 T 8.5
F/E 14,0 8.5x 13.2% 15.3x 240
ROE %) 1.1 1.6 1.6 b.3 18
ROCE (%) 9.7 B3 7.1 1.7 6.0
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Particular Amount
Market cap [£ Crore) 12,308
FY20 Total Debt (T Crore) 6,124
FY20 Cash & Imv [T Crore) 4,205
EV [ Crore) 14,728
52 Week HL s21ngr
Bquity Capital [T Crore) 048
Face Value [¥) 10

Key risks to our call

® |ncrease in input prices, inability to
pass on rise due to poor demand to
translate into lower EBITDA/tonne

® Better than anticipated volume
growth in base business along with
realisations owing to strong revival in
international business can lead to

upside risk to our estimates
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FY22E
11.271.9 14
19245 40
17.1%
784.7 (8.2)
30.8
1.3
15.7x
5.8
71

Source: Company, ICICI Direct Research
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Financial summary

Exhibit 2: Profit and loss statement % crore @ Exhibit 3: Cash flow statement g crore
Year end March FY18 FY19 FY20 FY2E FY22E

Total Operating Income 10,269.7 10,336.7 10,356.8 10,0827 1,219 :E:;Eﬂ’::;ﬁa . 3?]'1133 I?;I]g'l FFII?]:IS :2315 ]F\EEZE?
Growth %] a7 i 0z 6 14 CB0raingry £ A I : £28.
Raw Material Expenses 17555 20020 L8R4 2507 27053 Depreciation 360 4 666.3 667.6 1l
Gross Profit 85142 83347 §,388.4 1,562.0 §,566.6 After other zdjustments

Employee Cost 12102 13185 13754 14015 1.487.8 (Inc) / Dec in Working Capital 5681 2144 1289 L1742 20.2
Dther Operating Expenses 5.053.3 5.235.8 5.063.8 45282 51542 Taxes ST ABLY BRIk 2009 703
E?D'm%:l A A MBL. L AT e T 433 23 s062 30 74
tter heame s mes  ani mme g O from operating acivifies 1871 1513 1700 587 24
EBITDA, including 01 23502 71899 22603 19188 772182 Purchase of Fixed Assets 1503 0823 11084 -500.0 -1.2000
Depreciation 518.0 568.5 B66.5 BET6 . Others I3 TS -LIBET -1B4D 18.0
Net Interest Exp. 3256 337 kI 3180 M4 CF from investing activiies 20000 %82 23681 S840 1820
Other exceptional tems B4.3 0.3 0.0 00 00 Proceeds from izsue of shares 00 00 00 00 00
PRI 15709 1381 12819 933 28T Bompwings Nt M08 52 THI EN0 000
Total Tax 60.1 744 2197 2008 703 Dihers 280 1157 B E0R3 527
Tax Rate 3.8% 05% 115% 20 1 CF from financing activifies 20805 4718 203 4083 42527
PAT 15108 1,0636 10323 H24 %8 4 Net cash fiow ZAETT  -20BRT7 173 1,238 6 -286.6
P PAT after Minority imterest 1.280.6 9319 B06.6 5137 T84T Fffects of foreipn cumency translation BE N1 ] 00 ]
A EF5 ) 06 368 1) 02 308 Opening Cazh 16648 44830 19522 20795 B409
Shares Cutstanding 55 55 55 255 255 (losing Gash LAE30D 1822 L0793 B0E 43
Source: Company, ICIC/ Direct Research *calculated, Source: Company, ICICI Direct Research

Exhibit 4: Balance sheet % crore M Exhibit 5: Key ratios

Year end March FY1g F¥19 FY20 FY21E 3 Year end March FYig FY19 FY20 FY21E FY22E
Liahilities
Reserves 108458 120865 126428 128762 133805 Ad Cash 5 o %9 78 a1 59
Total Shareholders Funds 107 12343 128977 131310 136354 : : : : : :
Minerity Interest 2172 2847 638 a5 11682 Bv 4351 4843 506, 3153 551
Long Term Borrowings 5340 4TE03 34734 3IT34 LTT34 OF3 20 35 11.0 11.0 11.0
Net Deferred Tax lisbity L1816 1271 14379 14578 14379 Operating Ratios (%)
Dther long term liabilties 95 5 1208 1315 B4 e Gross Margin %) 829 806 B1.0 750 760
Long term provisions 1,675.1 1.503.9 1.653.5 1.738.7 1.941.5 EBITDA Margin (%) 13 1712 188 16.2 171
Current Liabilities and Provisions ——
Short term bomowings 1402 L5 19123 16128 14128 E‘:m E[E:; fal 1&5 E;'F EBB ‘r;; E?D
Trade Payables 14786 14753 16308 1358 14823
Dther Cureent Liabilties L8768 L8NS 12676 22008 24706 Inventory Days i Bl b 1 B
Short Ter Provisions 055 2803 M8 U5 M8 Creditor Days 13 i i 4 46
Total Curent Lizbifties 37033 30486 TO0BB4 5374 55438 Cash Conversion Cycle 1§ 60 B4 8 T8
Total Liabilities ZETBE 269048 277522 260433 267014 Return Rafios (%)
ﬁifif k 1,068 118648 130738  12B864 128603 el fesets (4 i i3 2 H 5
DL L X L X , X " X " A 1
Capital Work in Progress s 7.8 TH18 i1k ] 1,2878 EEIEBEFl?IE %) 1831 ;: ;; E? 518
Intangible assets under devl. 350 380 472 472 472 ==L ’ : ’ ’ :
Goochwil on Consoiidztion L78 LS80 19998 19906  1.9998 RoE %) 118 18 8.3 i 2.8
Non-current investments 27486 33628 2683F 26838 Z683B Sulvency Rafios
Defered tax assets 08 %.2 15.3 153 153 Total Debt / Equity 05 04 04 0.4 0.3
Long term loans and advances 87 19 100 18 B7 Interest Coverage 5.6 16 47 39 iE]
Dther Non Current Assets BIL4 LIED 17721 B64.7 406 Curent Ratio 74 71 1 13 12
E:m |:vsessﬁettn:m a Adces 916 20523 16010 18000 1.8000 (uick Fito 20 18 0t ue o
Inventories 14623 17356 18692 19337 20641 Yaluation Rafios [x)
Sundry Debtors VA8 14525 1578 16022 17603 EV/EBITDA B 14 11 B 13
Cash and Bank 44830 19522 20785 B40.9 554.3 PIE 85 132 153 %0 157
Loans and Advances 16 13 0z 0z 0z FB 11 1.0 1.0 09 K]
Other Cument assets 1,692.9 7144 T35 1735 BE4.7 FU/Sales 13 13 14 14 13
Curent Assets 9036 BOBEI 78623 60505 TOMEB

Total Assets % BI66 260040 277522 260833 %7014 Source: Company, ICICI Direct Research

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%
‘ﬁICICI(mm‘[ com| 1 1 z
I»vnlnnhu'o':::u'!mluhps | BHOI{ER \ :
ICICI Securities Ltd. 5 sTARMINE | |
@a'yetmwa'd D
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Mitesh Shah, (Cleared all 3 levels of CFA); Dhavan Shah MS(Finance), Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect
our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that
above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies
mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities Limited is a SEBI registered
Research Analyst with SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank
and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on
www.icicibank.com

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the
securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as
such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment busil may make i decisions that are inconsi with the recomr i p d herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein
is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient.
The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of
the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject company/companies mentioned in this
report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or

use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in
all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.
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