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Company Update 

Buyback, capacity expansion augur well ... 

Buyback details…. 

The board of HEG has approved a proposal to buy back up to 13,63,636 

equity shares comprising 3.41% of the total paid-up equity share capital 

for an aggregate amount not exceeding | 750 crore. The buyback price 

has been fixed at | 5500/share. The buyback would be done through the 

tender offer route and is subject to approval of the shareholders by 

means of a special resolution through a postal ballot. The public 

announcement setting out the process, timelines and other requisite 

details will be released in due course by the company and will be in 

accordance with buyback regulations. 

Capacity expansion driven by healthy demand outlook… 

In the meeting, the board also approved an expansion plan proposing 

capacity addition of 20,000 tonnes requiring investment of ~| 1200 crore. 

The time frame for expansion is around 30 months. The mode of 

financing for the same would be through internal accruals and debt, if 

required. Post expansion, the company’s installed capacity would 

increase to 1,00,000 tonne from 80,000 tonne currently. The decision on 

capacity expansion is based on the structural change in the industry, 

which would be boosting demand for graphite electrodes. 

Continue to remain positive on graphite electrode space; maintain BUY… 

Over a medium to longer term horizon, we continue to remain positive on 

HEG on the back of increasing share in the electric arc furnace (EAF) route 

of steelmaking. The fortunes of the graphite electrode sector are closely 

linked with growth in the EAF route of steelmaking. Globally, the 

percentage of crude steel produced through the EAF route has increased 

from 26% in CY16 to 28% in CY17. In China, steel produced through the 

EAF route has increased sharply from 6% in CY16 to 9% in CY17. Going 

forward, we expect the share of the EAF route in overall steelmaking to 

increase further thereby supporting global graphite electrode demand. 

We continue to value the company at 10x FY20E EPS of | 575 thereby 

arriving at a target price of | 5750. We maintain our BUY rating on the 

stock. In addition to healthy demand prospects, the capacity expansion 

announced by HEG will provide healthy revenue visibility over a medium 

term. Hence, this reiterates our positive view on the stock. 

Rating matrix 

Rating : Buy

Target : | 5750

Target Period : 12 months

Potential Upside : 31%

What’s Changed? 

Target : Unchanged

EPS FY19E : Unchanged

EPS FY20E : Unchanged

Rating : Unchanged

Key Financials  

FY17 FY18 FY19E FY20E

Net Sales 860.0     2,750.0  6,805.0  6,477.3  

EBITDA 80.6      1,721.6  4,562.7  3,357.7  

Adjusted PAT (50.1)     1,081.3  2,997.2  2,297.5  

Adjusted EPS (|) (12.5)     270.6     750.1     575.0     

Valuation summary 

FY17 FY18 FY19E FY20E

PE (x) NA 16.2      5.8 7.6 

Target PE (x) NA 21.2      7.7 10.0      

EV/EBITDA (x) 225.6     10.3      3.7 4.8 

P/BV (x) 20.1      9.7 4.7 3.3 

RoE (%) (5.7) 59.8      79.8      43.8      

RoCE (%) 0.9 78.9      121.4     65.7      

Stock data 

Particulars Amount

Market Capitalisation | 17514 crore

Debt (FY18) | 297 crore

Cash (FY18) | 8 crore

EV | 17803 crore

52 Week H / L (|) 4950 / 1570

Equity Capital 40.0 

Face Value | 10

Price performance (%) 

Return % 1M 3M 6M 12M

HEG 24.9 (3.4) 45.7       138.5 

Graphite India 14.6 (5.5) 37.5 78.7 
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Financial summary 

Profit and loss statement | Crore 

(Year-end March) FY17 FY18 FY19E FY20E

Total Operating Income 860.0 2,750.0     6,805.0    6,477.3    

Growth (%) 3.9 219.8 147.5 (4.8) 

Raw Material Expenses 443.9 478.0 1,252.2    2,080.3    

Employee Expenses 58.9 112.6 243.5 259.1 

Other expenses 276.6 437.9 746.6 780.3 

Total Operating Expenditure 779.4 1,028.5     2,242.3    3,119.6    

EBITDA 80.6 1,721.6     4,562.7    3,357.7    

Growth (%) (35.2) 2,034.9     165.0 (26.4) 

Depreciation 73.9 72.6 74.7 76.7 

Interest 54.7 56.7 17.9 18.3 

Other Income 7.1 12.4 69.1 166.6 

PBT (40.9) 1,604.7     4,539.2    3,429.1    

Exceptional Item - - - - 

Total Tax 9.2 523.4 1,541.9    1,131.6    

Reported PAT (50.1) 1,081.3     2,997.2    2,297.5    

Adjusted PAT (50.1) 1,081.3     2,997.2    2,297.5    

Growth (%) 230.7 LP 177.2 (23.3) 

EPS (|) (12.5) 270.6 750.1 575.0 

Source: Company, ICICI Direct Research 

Cash flow statement  | Crore 

(Year-end March) FY17 FY18 FY19E FY20E

Profit/(Loss) after taxation (50.1)     1,081.3 2,997.2  2,297.5  

Add: Depreciation & Amortization 73.9      72.6      74.7 76.7 

Net Increase in Current Assets 38.0      (916.3)   (1,196.1) (467.4)    

Net Increase in Current Liabilities (75.8)     254.0    195.3     302.3     

CF from operating activities (14.0)     491.6    2,071.2  2,209.2  

(Inc)/dec in Investments (0.3)      0.6 - (250.0) 

(Inc)/dec in Fixed Assets 2.0 (21.3)     (150.1)    (695.1) 

Others - - - - 

CF from investing activities 1.7 (20.7)     (150.1)    (945.1)    

Inc / (Dec) in Equity Capital - - - - 

Inc / (Dec) in Loan 53.7      (386.6)   (297.4)    - 

Dividend & Dividend Tax - (374.0) (1,052.0) (806.4)    

Others (38.2)     289.1 (2.0) (14.5)      

CF from financing activities 15.4      (471.5) (1,351.4) (820.9)    

Net Cash flow 3.2 (0.7)      569.7     443.2     

Opening Cash 5.1 8.3 7.6 577.3     

Closing Cash 8.3 7.6 577.3     1,020.6  

Source: Company, ICICI Direct Research 

Balance sheet | Crore 

(Year-end March) FY17 FY18 FY19E FY20E

Liabilities

Equity Capital 40.0 40.0 40.0 40.0 

Reserve and Surplus 831.8 1,768.7     3,713.9    5,204.9    

Total Shareholders funds 871.8 1,808.6     3,753.8    5,244.9    

Total Debt 684.0 297.5 0.0 0.0 

Deferred Tax Liability 60.9 119.2 116.7 104.2 

Non Current Liabilities 4.7 5.9 6.4 4.4 

Total Liabilities 1,621.3    2,231.2     3,877.0    5,353.6    

Assets

Gross Block 1,672.5    1,693.4     1,768.4    1,843.4    

Less: Acc Depreciation 787.5 860.0 934.7 1,011.5    

Net Block 885.0 833.4 833.7 831.9 

Capital WIP 1.2 1.6 76.7 696.7 

Total Fixed Assets 886.2 835.0 910.3 1,528.6    

Investments 149.8 149.3 149.3 399.3 

Inventory 257.8 511.5 829.3 1,196.6    

Debtors 360.8 972.7 1,864.4    1,952.1    

Loans and Advances 31.9 36.4 29.9 38.4 

Other Current Assets 76.9 123.2 116.2 120.2 

Cash 8.3 7.6 577.3 1,020.6    

Total Current Assets 735.7 1,651.3     3,417.2    4,327.8    

Creditors 86.5 246.4 411.7 683.9 

Other Current Liabilities (incl Provisions) 63.9         158.0 188.1 218.2 

Current Liabilities & Prov 150.4 404.4 599.8 902.1 

Net Current Assets 585.3 1,246.9     2,817.4    3,425.7    

Others - - - - 

Application of Funds 1,621.3    2,231.2     3,877.0    5,353.6    

Source: Company, ICICI Direct Research 

Key ratios 

(Year-end March) FY17 FY18 FY19E FY20E

Per share data (|)

EPS -13 271 750 575

BV 218 453 939 1,313

DPS 0 80 225 172

Cash Per Share 2 2 144 255

Operating Ratios (%)

EBITDA margins 9.4 62.6 67.0 51.8

PBT margins -4.8 58.4 66.7 52.9

Net Profit margins -5.8 39.3 44.0 35.5

Inventory days 121 182 135 140

Debtor days 153 129 100 110

Creditor days 71 188 120 120

Return Ratios (%)

RoE -5.7 59.8 79.8 43.8

RoCE 0.9 78.9 121.4 65.7

RoIC 0.4 78.6 141.3 77.7

Valuation Ratios (x)

P/E NA 16.2 5.8 7.6

EV / EBITDA 225.6 10.3 3.7 4.8

EV / Revenues 21.2 6.5 2.5 2.5

Market Cap / Revenues 20.4 6.4 2.6 2.7

Price to Book Value 20.1 9.7 4.7 3.3

Solvency Ratios

Debt / Equity 0.8 0.2 0.0 0.0

Debt/EBITDA 8.5 0.2 0.0 0.0

Current Ratio 4.9 4.1 5.7 4.8

Quick Ratio 3.2 2.8 4.3 3.5 

Source: Company, ICICI Direct Research 
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RATING RATIONALE 

ICICI Direct Research endeavours to provide objective opinions and recommendations. ICICI Direct Research 

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; 

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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We /I, Dewang Sanghavi MBA (FIN) and Akshay Kadam MBA (FIN), 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.  

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 wholly-owned 
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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. 

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 
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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 
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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 
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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 or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned 

in the report in the past twelve months. 

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.  

It is confirmed that Dewang Sanghavi MBA (FIN) and Akshay Kadam MBA (FIN), Research Analysts of this report have not received any compensation from the companies mentioned in the report in the 

preceding twelve months.  

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. 

It is confirmed that Dewang Sanghavi MBA (FIN) and Akshay Kadam MBA (FIN), Research Analysts do not serve as an officer, director or employee of the companies mentioned in the report. 
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