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Alkyl Amines Chemicals Ltd. Growth pace to continue !

cmP Target Potential Upside Market Cap (INR mn) Recommendation Sector

INR 647 INR 762 17.8% 13,563 Buy Specialty Chemicals

Result highlights

The company reported top line for the quarter at INR 1531 mn as against INR 1364 mn for Q3FY17 and INR 1381 mn for Q2FY18; which grew
by 12.3% y-o-y and 10.9% g-o-g. The top line was in line with our expectations of INR 1498 Mn showing a deviation of 2%. EBIDTA during the
quarter stood at INR 267 mn; down by 10% y-o-y; up by 10.7% g-0-q on account of higher than expected raw material costs. This resulted in
margin erosion by 429 bps y-0-y and 3 bps g-o-q standing at 17.4%. Further, PAT for the quarter came in at INR 152 mn down 10% y-o-y; up

13.5% g-0-q while PAT margin stood at 9.8% declining by 269 bps y-o-y but increasing by 23 bps g-o-q.
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Exhibit 1: Key Financials

Particulars | Fvis | _FYi6 PV FVISE_ FYI9E | FY20E_

Revenue 4,764 4,836 5,006 5,962 7,484 8,713
EBITDA 868 910 917 1,072 1,373 1,737
PAT 451 500 510 562 760 1,038
EBITDA Margin 18.2% 18.8% 18.3% 17.9% 18.3% 19.9%
PAT Margin 9.5% 10.3% 9.9% 9.4% 10.1% 11.9%
EPS 22 25 25 28 37 51

P/E 14 13 18 23.5 17.4 12.7

Source: Company, KRChoksey Research

Potent growth on the back of capex plans: During Q3FY18, AACL reported net sales of INR 1531
mn (up 12.3% y-o-y and 10.9% g-0-q) in line with our estimate of INR 1498 mn showing a variation
of meager 2%. However, there has been a delay in the forthcoming capacity expansion plan
(methylamine plant) of the company and the same is expected to operationalize by Q4FY18E.
Meanwhile, the horizon for acetonitrile plant commencement is still in place. Going ahead, we
believe that growth phase of the company will continue on account of AACL’s presence in high
growth segments — pharmaceuticals and agrochemicals combined with volume growth of 18.7%
over FY17-FY20E supported by capex plans. Likewise, we expect the total revenue for the
Company to witness a CAGR of 20.3% from INR 5006 in FY17 to INR 8713 in FY20E.

Profitability marginally below estimates: EBITDA for Q3FY18 stood at INR 276 mn down 10% y-
0-y; up 11% g-0-q as against our estimate of INR 157 mn. Further, EBITDA margin came in at 17.4%
declining by 429 bps y-o-y and 3 bps g-0-q. We believe, the margin erosion was on account of
higher than expected raw material costs (55.6% of net sales for Q3FY18 as against 50.5% of net
revenue for Q3FY17). Similarly, PAT stood at INR 152 mn marginally below our estimate of INR
157 mn while PAT margin came in at 9.9% ( down 269 bps y-o-y; up 23 bps g-0-q) supported via

Sensex combination of higher other income and lower finance costs.

Valuation & Outlook: Going forward, we expect revenue/EBITDA/PAT to grow at 20.3%/
23.7%[26.7% over FY17-FY20E on account of 1) higher volumes supported by AACL’s capacity
addition plans; 2) slow revival in demand for pharma industry and agrochemical industry with

MARKET INFO enhanced focus on specialty segment (higher amine derivatives).
SENSEX 34757 Further, with net debt of INR 973 and ROCE/ROE for the Company standing at 22%/20%, the
company trades at trailing P/E of 25x. Consequently, going forward, we estimate the
NIFTY 10667 debt/equity ratio to improve to 0.26x and expect ROCE/ROE to scale to 28%/24% by FY20E. At
CMP of INR 647, we maintain our “BUY” rating on the stock with target price of INR 762
assigning a P/E of 15x on FY20E EPS 50.8 resulting into an upside of 17.8%.
SHARE HOLDING PATTERN (%)
Particulars Dec 17 Sep 17 Jun17
Promoters 74.19 74.19 74.19 lo)
Flls 1.38 1.35 1.56 2 3 ° 7 /0
Dlls 0.09 0.08 0.1
Others 24. 24. 241
3] 2439 4h Revenue CAGR between FY17  EBITDA CAGR between FY17
Total 100 100 100 and FY20E and FY20E
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Exhibit 2: Result Snapshot

Particulars (INR mn) Q3FY18 Q2FY18 Q3FY17 dz:gg > chz:g‘e( )
Net Sales 1,531 1,381 1,364 10.88% 12.29%
Total Expenditure 1,264 1,140 1,067 10.92% 18.50%
Cost of Raw Materials 832 674 724 23.37% 14.89%
Changes in inventory, FGs, WIPs 20 98 (36) -79.51% -155.84%
Employee Benefit Expenses 101 103 100 -2.52% 0.72%
Other Expenses 312 265 279 17.79% 11.84%
EBIDTA 267 241 297 10.68% -10.02%
EBITDA Margins (%) 17.4% 17.5% 21.8% -3bps -429bps
Depreciation 39 39 34 1.07% 13.18%
Other income 1 13 2 -17.17% 496.99%
EBIT 239 216 264 10.76% -9.66%
Interest 1 15 14 -24.07% -20.88%
PBT 228 201 250 13.30% -9.03%
Tax 78 67 81 15.99% -4.45%
PAT 152 134 169 13.48% -10.03%
PAT Margin (%) 9.9% 9.7% 12.4% 23bps -269bps
EPS 7.4 6.6 8.3 13.48% -10.03%
Source: Company, KRChoksey Research
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Net Revenues

Cost Of Revenues (incl Stock Adj)
Gross Profit

Employee Cost

Other Operating Expenses
EBITDA

Other Income

EBITDA, including Ol
Depreciation

Net Interest Exp.

EBT

Taxes

Net Income
Diluted EPS (INR)

Source: Company, KRChoksey Research

SOURCES OF FUNDS

Share Capital

Reserves

Total Shareholders Funds

Long Term Borrowings

Net Deferred Tax liability

Other long term liabilities

Long term provisions

Current Liabilities and Provisions
Short term borrowings

Trade Payables

Other Current Liabilities

Short Term Provisions

Total Current Liabilities

Total Liabilities

APPLICATION OF FUNDS :

Net Block

Capital Work in Progress
Intangible asset under development
Non-current investments

Long term loans and advances
Other Non-Current Assets
Current Assets, Loans & Advances
Current Investments

Inventories

Sundry Debtors

Cash and Bank

Loans and Advances

Other Current assets

Total Current Assets

Total Assets
Source: Company, KRChoksey Research
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Cash Flow Statement (INR mn) FY15 FY16 FY17 FY18E FY19E FY20E
PBT & Extraordinary 672 726 729 803 1,086 1,482
Depreciation 14 129 143 186 209 213
Inc) / Dec in Working Capital (63) 205 (119) (161) (239) (219)
Taxes (216) (148) (194) (241) (326) (445)
Others - (1) 0 97 95 62
Cash from Operations 609 1,014 623 684 825 1,093
Purchase of Fixed Assets (410) (353) (756) (1,700) (600) (100)
Others 12 2 2 - - -
Cash from Investing (312) (353) (755) (1,100) (600) (100)
Proceeds from issue of shares - - 487 - - -
Borrowings (Net) (153) (242) 137 750 (50) (600)
Others (198) (430) 4 (233) (277) (311)
Cash from Financing (359) (682) 125 517 (327) (911)
Net Change in Cash (62) (20) 8) 102 (103) 82
BF cash 120 59 60 52 154 52
END Cash 59 60 52 154 52 134

Source: Company, KRChoksey Research

Ratio Analysis FY15 FY16 FY17 FY18E FY19E FY20E
Growth (%)

Total Sales 6.8% 1.5% 3.5% 19.1% 25.5% 16.4%
EBITDA 2.3% 4.8% 0.8% 17.0% 28.0% 26.5%
APAT 4.3% 10.9% 1.9% 10.2% 35.2% 36.5%
Profitability (%)

EBITDA Margin 18.2% 18.8% 18.3% 18.0% 18.3% 19.9%
Adj. Net Profit Margin 9.5% 10.3% 10.2% 9.4% 10.2% 11.9%
ROCE 26% 26% 22% 19% 22% 28%
ROE 24% 24% 20% 19% 21% 24%
Per Share Data (Rs.)

AEPS 22.1 24.5 25.0 27.5 37.2 50.8
BVPS 90 102 125 146 174 213
Valuations (x)

PE(x) 14.2 12.7 18.1 23.5 17.3 12.7
P/BV (x) 3.5 3.0 3.6 4.0 3.4 2.8
Turnover days

Debtor Days 76 68 71 71 71 71
Inventory Days 99 92 154 120 110 105
Payable Days 54 63 12 80 75 70
Gearing Ratio

D/E 0.63 0.47 0.40 0.60 0.49 0.26

Source: Company, KRChoksey Research
ANALYST KRChoksey Research +91-22-6696 5555 / +91-22-6691 9576
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06-Feb-18 647 762 BUY Buy More than 15%
27-Nov-17 582 762 BUY Accumulate 5% —15%
01-Nov-17 617 762 BUY Hold 0-5%

Reduce -5%—0

Sell Less than - 5%
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