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| G Petrochemicals Ltd.

Capacity addition to lead future growth, Import substitution in play

4QFY20 Revenue of | G Petrochemicals Ltd (IGPL) de-grew by 14.2% YoY to Rs2685mn. This
de-growth was due to decline in both volume and realization. Plant shutdown due to global
pandemic impacted the volume. EBITDA margin witnessed a steep contraction of 570bps YoY
to 6.0%. This was largely owing to increase in commodity prices that resulted in an increase
in RM cost by about 375bps YoY to 79.9% of sales. Other expenses stood at 8.1% of sales, up
~60 bps YoY. The company reported one-offs of Rs55-60mn owing to inventory losses and
COVID related provisions. Adjusting for one-offs, EBITDA margin stood at 8.0%. Overall,
EBITDA reported a decline of 56.2% YoY to Rs160mn, owing to lower gross margins and
operating deleverage. PAT reported decline of 78.1% YoY to Rs40mn with PAT margin of 1.5%
which witnessed a contraction of 430bps.

Capacity expansion to lead healthy volume growth

. Considering growing demand of PAN and its limited headroom for volume growth, the
company is in the final stage of commissioning of new capacity of 53,000 TPA, thereby, taking
total capacity to 2,21,100 TPA.

. The new capacity of 53,000 TPA was to start commercial production by Q1FY21, but with the
COVID-19 breakout, the capacity commercialization is now shifted to Q2FY21. Also, the
plasticizers plant is set to come on stream by Q4FY21.

. We estimate the new capacity to ramp up to 50-55% operating levels in FY21E. Although,
management indicated that ramp up could be faster than expected, we remain a bit
conservative considering overall demand environment and uncertainty on import front.

. We estimate volume growth for FY21E & FY22E would be around 2% and 16% respectively.

Spread improvement a very healthy sign, sustainability is the key

. The spread between the ortho-xylene and PAN is currently hovering at $150-160/ton which
was around $100-110/ton in December 2019, implying a growth of 36% on QoQ basis.

. Management is quite confident that the spreads will sustain at current levels considering the
demand uptick the industry has witnessed post lifting of lockdown.

. Also, we believe that spreads have bottomed out and the worst has already been hit when the
rock bottom spread of $60-80/ton was witnessed during 3QFY20.

Valuation

. Currently, the stock is trading at FY22E P/E of 7.5x. We value the stock on a forward P/E
multiple of 10x and arrive at target price of Rs 199 per share which offers 34% upside from
current valuations.

. Therefore, we assign BUY rating on the stock. Risk to our call is unforeseen impact on the
demand which could impact earnings, further lockdowns and volatility in crude oil prices.
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S&P BSE 500 144 264 -11.6 2.9
IGPL 17.1 65.8 -42.5 -63.5

*as on 26 June 2020; Source: AceEquity, EISEC Research

Y/E Mar (Rs mn) Q4FY20 Q4FY19 YoY (%) Q3FY20 QoQ (%) FY20 FY19  YoY(%)
Net sales 2,685 3,131 -142% 2,756 -2.6% 10,586 13,037 -18.8%
Operating costs 2,525 2,766  -87% 2,584  -23% 9,868 10,778 -8.4%
EBITDA 160 365 -56.2% 172 -6.7% 718 2,259  -68.2%
EBITDA Margin (%) 6.0% 11.7% (570)bps 6.2% (27)bps 6.8% 17.3% (1054)bps
Depreciation 74 69 7.4% 73 1.8% 299 265 13.0%
Interest 42 24 70.0% 41 1.5% 160 121 31.5% Aditya Khetan
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Reported PAT 40 181 -78.1% 45  -11.6% 209 1168  -82.1% awanishc@eisec.com
Y/E Mar (Rsmn) Revenue  YoY (%) EBITDA EBITDA (%) AdjPAT  YoY(%) EPS (Rs) ROE (%)  ROCE (%) P/E (x) EV/EBITDA (x)
FY18 11,442 10% 2,673 23.4% 1,460 44% 47.4 27.7 26.4 12.3 6.7
FY19 13,037 14% 2,259 17.3% 1,168 -20% 37.9 18.6 16.5 12.3 6.6
FY20 10,586 -19% 718 6.8% 209 -82% 6.8 3.3 3.9 28.2 9.9
FY21E 9,562 -10% 784 8.2% 197 -6% 6.4 3.1 3.7 23.2 5.6
FY22E 12,632 32% 1,416 11.2% 611 211% 19.9 8.8 8.1 7.5 2.9
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Analyst call highlights:

®  Demand outlook: Management has stated that demand of Phthalic Anhydride has
witnessed gradual recovery post lifting of lockdown. The demand of PAN pre-lockdown
was 4-4.2 lakh tonnes and post lifting of lockdown demand has currently reached 80-
90% of pre lockdown levels. Management expects by June or July 2020, demand to
reach nearly 100% of pre-lockdown levels.

®  Production volumes: Production volume in FY20 declined by 2-3% as compared to
FY19. The company had cumulatively taken shutdown of 28 days because of lockdown.

®  Capacity expansion of PAN and plasticizers: The capacity expansion of Phthalic
Anhydride 53,000 TPA is scheduled to commission by Q2FY21E and the plasticizer
capacity of 8,400 TPA is scheduled to commission by Q4FY21E. Post capacity expansion,
improvement in volumes will help the company to substitute PAN import from foreign
countries like South Korea, Japan & Taiwan.

B Exports witnessed strong growth in FY20: The company reported exports growth of
26% in FY20. This was primarily owing to good demand from geographies like Middle
East and African market. Also, for PAN exports, the government of India gives 3.5% as
export incentives.

®  Sharp improvement in spreads witnessed: Pre-lockdown, the spread was hovering
around $100-110/ton and currently hovering at $150-160/ton. As there was no supply
during the lockdown phase, the spreads spiked to levels of $180-200/ton and
subsequently cooled to current levels of $150-160/ton. Management believes the
current spreads levels are sustainable.

®  Anti-Dumping Duty (ADD): Management stated that government of India is
investigating into the ADD case and probably there are high chances that ADD will be
imposed. The duty would be around 7.5% particularly from imports against South
Korea. Before imposition of ADD, a Countervailing Duty (CVD) will be imposed for 200
days and thereafter ADD wil be imposed.

B Capex plans: Management has stated the capex of PAN and plasticizers would be
Rs3.4bn. The capex is funded by a mix of debt and internal accruals.

®  |nventory loss & other one-offs: For the full year FY20, the company incurred one-offs
in the range of Rs80-100mn. One-offs majorly include shutdown, MTM losses and
inventory loss.

®  Taxation: Management said the company will continue to avail benefits of MAT credits
available. Post complete utilization of MAT, the company will come in the new tax
regime of flat 25.1% tax rate.
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Valuation and Recommendations

The stock is trading at FY22E P/E of 7.5x and FY22E EV/EBITDA of 2.9x.

We value the stock on forward P/E multiple of 10x and arrive at target price of 199 per share
which offers 34% upside from current valuations. We assign BUY rating on the stock.

Risk to our call is unforseen impact on the demand which could impact earnings, increasing
the lockdown and substantial volatility in crude oil prices.

Fig 1: 1-year forward P/E chart Fig 2: 1-year forward EV/EBITDA chart
50.0 - 160
45.0 - ]
40.0 | 14.0 -
35.0 - 12.0 -
30.0 10.0 - W
25.0 - 8.0 4
20.0 - A& 6.0 ﬁ\
15.0 4 v ’ v M‘A
10.0 - ,&./’J 4.0 A"\.m-
_N ) l‘\" v :
5.0 'N’A.-A.-ww'- 20
0.0 T T T T T T 0.0 T T T T T T
Apr-15 Feb-16 Dec-16 Oct-17 Aug-18 Jun-19 Apr-20 Apr-15 Feb-16 Dec-16 Oct-17 Aug-18 Jun-19 Apr-20
——P/E Mean EV/EBITDA Mean
SD +1 SD-1 SD+1 SD-1
Source: AceEquity, EISEC Research Source: AceEquity, EISEC Research

IG Petrochemicals Ltd. E
Result Update



1S

East India Securities Ltd
Ercsttent | tmvesment | satenions

Quarterly financials, operating metrics and key
performance indicators

Fig 3: Consolidated Quarterly Financials

Y/E March (Rs mn) Q1FY19 Q2FY19 Q3FY19 Q4FY19 Q1FY20 Q2FY20 Q3FY20 Q4FY20
Net Sales 3509 3242 3154 3131 2479 2666 2756 2685
Raw Materials 2262 2067 2415 2384 1783 2069 2174 2145
Employee Costs 164 165 144 146 144 141 154 162
Other Expenditure 237 298 261 236 308 312 256 218
EBITDA 846 713 335 365 243 143 172 160
Depreciation 63 65 68 69 79 73 73 74
Interest 32 48 17 24 44 33 41 42
Other Income 14 17 24 22 20 13 10 19
PBT 766 617 274 293 141 50 68 63
Tax 276 211 99 112 50 17 23 20
Tax rate (%) 36 34 36 38 36 33 34 33
Reported PAT 489 406 176 181 91 34 45 42
MlI/Share of JV -83 0 0 0 0 1] 1] -3
Adjusted PAT 406 406 176 181 91 34 45 40
Y-0-Y Growth (%)

Revenue 8.8 34.6 7.1 0.1 -29.4 -17.8 -12.6 -14.2
EBITDA 20.2 16.8 -53.7 -42.7 -71.3 -79.9 -48.8 -56.2
PAT 3.9 20.8 -56.6 -45.9 -77.7 -91.7 -74.5 -78.1
Q-0-Q Growth (%)

Revenue 12.2 -7.6 -2.7 -0.7 -20.8 7.5 3.4 -2.6
EBITDA 32.8 -15.8 -53.0 9.0 -33.4 -41.1 19.9 -6.7
PAT 21.6 0.0 -56.8 2.9 -49.8 -62.6 321 -11.6
Margin (%)

EBITDA 24.1 22.0 10.6 11.7 9.8 5.4 6.2 6.0
PAT 11.6 12.5 5.6 5.8 3.7 1.3 1.6 1.5

Source: AceEquity, EISEC Research

Fig 4: Key Assumptions

Operating Details FY18 FY19 FY20P FY21E FY22E
Phthalic Anhydride (in mn) 11038 12519 9973 9120 11254
YoY Change (%) -2% 13% -20% -9% 23%
Maleic Anhydride (in mn) 360 415 363 366 574
YoY Change (%) - 15% -13% 1% 57%

Source: Company, EISEC Research Estimates, Note: Key assumptions mentioned above are gross revenues

IG Petrochemicals Ltd. 4
Result Update



-

IS

East India Securities Ltd

Financial Statements

Profit & Loss FY18 FY19 FY20 FY21E FY22E Balance Sheet FY18 FY19 FY20 FY21E FY22E

YE March (Rs mn) YE March (Rs mn)

Revenues 11,442 13,037 10,586 9,562 12,632 Equity Share Capital 308 308 308 308 308

% Growth 10.3 13.9 -18.8 -9.7 32.1 Reserves & Surplus 4970 5983 6019 6139 6643

Raw Materials 7,275 9,128 8,172 6,911 8,985 Shareholders' Fund 5278 6291 6327 6447 6951

% of sales 63.6 70.0 77.2 72.3 71.1 Total loan funds 619 1762 1869 1978 1879

Employee 558 618 602 718 768 Deferred Tax Liabilities 371 556 629 728 740

% of sales 4.9 4.7 57 7.5 6.1 Other Non-Current Lia 403 266 240 246 249

Other Expenses 936 1,032 1,094 1,148 1,462 Total Liabilities 6671 8875 9065 9399 9819

% of sales 8.2 7.9 10.3 12.0 11.6 Net Block 4008 3866 4670 6502 6391

EBITDA 2,673 2,259 718 784 1,416 Capital WIP 886 2826 3412 105 62

EBITDA Margin % 234 17.3 6.8 8.2 11.2 Goodwill 114 31 26 26 26

Depreciation 257 265 299 374 391 Long term Investments 101 1 2 2 2

EBIT 2416 1994 419 410 1026 Other Non-Current Asset 336 287 245 250 321

Finance cost 149 121 160 169 161 Total Non-Current Asset 5445 7010 8356 6885 6802

PBT from operatn 2,267 1,873 260 241 865 Inventories 944 1294 951 947 1108

Other Income 37 77 62 56 74 Current Investments 407 698 116 407 407

PBT 2,304 1,950 322 298 939 Trade receivables 1388 1828 1433 1572 1730

Tax-Total 843 698 110 101 328 Cash and cash equivalent 217 363 493 1712 1964

Tax Rate (%) 36.6 35.8 34.3 33.9 34.9 Other current assets 195 358 266 337 383

Reported PAT 1,460 1,252 212 197 611 Total Current Assets 3151 4541 3259 4975 5592

Extraordinary 0 -83 -3 0 0 Trade payables 1498 2325 1996 2083 2216

Minority Interest (1] 0 0 (1] 0 Other current liabilities 419 336 532 352 333

Adjusted PAT 1,460 1,168 209 197 611 Short term Provisions 8 16 22 26 28

PAT Margin 12.8 9.0 2.0 2.1 4.8 Total Current Liabilities 1925 2676 2550 2461 2576

% Growth 44.2 -20.0 -82.1 -5.7 210.7 Net Current Assets 1226 1865 709 2514 3017

Source: Company, EISEC Research Estimates Total Assets 6671 8875 9065 9399 9819
Source: Company, EISEC Research Estimates

Key Ratios FY18 FY19 FY20 FY21E FY22E

YE March Cash Flow FY18 FY19 FY20 FY21E FY22E

Growth ratios (%) YE March (Rs mn)

Revenue 10 14 -19 -10 32 ?h'zer:ga;”g profit before WC 2676 2,113 692 841 1,491

EB'_TDA 59 15 €8 9 81 Changes in working capital -128 222 221 4193 -307

Adjus_ted PAT 44 -20 82 -6 211 T Paid 542 505 76 101 -328

Margin Ratios (%) Cash flow from operations 2,006 1,386 837 547 856

EBITDA - 23.4 17.3 68 8.2 11.2 Adj. OCF (OCF - Interest) 1,857 1,265 677 378 695

PBT from operations 19.8 14.4 2.5 2.5 6.8 Capex 1,030 14 1,195 2,205 280

Adjusted PAT - 128 9.0 2.0 21 48 adjFCF 827 1251 517  -1,828 415

Return Ratios (%) Cash flow from investments 1,636  -2,158  -1,040 810  -237

ROE 27.7 18.6 3.3 3.1 8.8 Cash flow from financing -348 583 353 -137 -367

ROCE 26.4 16.5 39 37 81 Net change in cash 22 -189 150 1,220 251

Turnover Ratios (days) Source: Company, EISEC Research Estimates

Gross block turnover ratio (x) 2.9 3.4 2.3 1.5 2.0

Debtors 44 51 49 60 50

Inventory 47 52 42 50 45

Creditors 75 93 89 110 90

Cash conversion cycle 16 10 3 0 5

Solvency Ratio (x)

Net debt/equity 0.1 0.2 0.2 0.0 0.0

Debt-equity 0.1 0.3 0.3 0.3 0.3

Interest coverage ratio 16 16 3 2 6

Gross debt/EBITDA 0.2 0.8 2.6 2.5 1.3

Current Ratio 1.6 1.7 13 2.0 2.2

Per share Ratios (Rs)

Adjusted EPS 47.4 37.9 6.8 6.4 19.9

BVPS 171 204 205 209 226

Dividend payout % 8.6 10.8 30.1 39.1 17.6

Valuation (x)

P/E (adjusted) 12.3 12.3 28.2 23.2 7.5

P/BV 34 23 0.9 0.7 0.7

EV/EBITDA 6.7 6.6 9.9 5.6 2.9

Dividend yield % 0.7 0.9 1.0 1.7 2.4

Source: Company, EISEC Research Estimates

IG Petrochemicals Ltd. 5
Result Update



31s

Disclaimer

East India Securities Limited (hereinafter EISEC), a publically listed company, registered as Research Analyst with SEBI (Registration No.
INH300003231). EISEC is engaged in broking services, distribution and marketing of financial products, and in the normal course of business,
EISEC prepares and shares research data and reports periodically with clients, investors, stake holders and general public in compliance with
Securities and Exchange Board of India Act, 1992, Securities And Exchange Board Of India (Research Analysts) Regulations, 2014 and/or any
other applicable directives, instructions or guidelines issued by the Regulators from time to time.

Research report is a written or electronic communication that includes research analysis, research recommendation or an opinion concerning
securities or public offer, providing a basis for investment decisions. The views expressed therein are based solely on information available
publicly/internal data/other reliable sources believed to be true. The information is provided merely as a complementary service and do not
constitute an offer, solicitation for the purchase or sale of any financial instruments, inducement, promise, guarantee, warranty, or as an
official confirmation of any transactions or contract of any kind.

Research data and reports published/ emailed/ text messaged via Short Messaging Services, Online Messengers, WhatsAppetc/transmitted
through mobile application/s, including but not limited to FLIP™, Video Widget, telephony networks, print or electronic media and or those
made available/uploaded on social networking sites (e.g. Facebook, Twitter, LinkedIn etc) by EISEC or those recommendation or offers or
opinions concerning securities or public offer which are expressed as and during the course of “Public Appearance” are for informational
purposes only. The reports are provided for assistance and are not intended to be and must not alone be taken as the basis for an investment
decision. The user assumes the entire risk of any use made of this information. Though disseminated to clients simultaneously, not all clients
may receive the reports at the same time. EISEC will not treat recipients as clients by virtue of their receiving this report.

The reports include projections, forecasts and other predictive statements which represent EISEC’s assumptions and expectations in the light
of currently available information. These projections and forecasts are based on industry trends, circumstances and factors which involve
risks, variables and uncertainties. The actual performance of the companies represented in the report may vary from those projected. The
projections and forecasts described in this report should be evaluated keeping in mind the fact that these-

e are based on estimates and assumptions

e are subject to significant uncertainties and contingencies

e will vary from actual results and such variations may increase over a period of time
e are not scientifically proven to guarantee certain intended results

e are not published as a warranty and do not carry any evidentiary value.

e are not based on certain generally accepted accounting principles

e are not to be relied on in contractual, legal or tax advice.

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change
without notice. Reports based on technical analysis is focused on studying charts of a stock's price movement and trading volume, as opposed
to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals.

Though we review the research reports for any untrue statements of material facts or any false or misleading information, , we do not
represent that it is accurate or complete and it should not be relied on in connection with a commitment or contract whatsoever. Because
of the possibility of human, technical or mechanical error by our sources of transmission of Reports/Data, we do not guarantee the accuracy,
adequacy, completeness or availability of any information and are not to be held responsible for any errors or omissions or for the results
obtained from the use of such information. EISEC and/or its Affiliates and its officers, directors and employees including the analysts/authors
shall not be in any way responsible for any indirect, special or consequential damages that may arise to any person from any inadvertent
error in the information contained in the reports nor do they take guarantee or assume liability for any omissions of the information
contained therein. Information contained therein cannot be the basis for any claim, demand or cause of action. These data, reports and
information do not constitute scientific publication and do not carry any evidentiary value whatsoever.

The reports are not for public distribution. Reproduction or dissemination, directly or indirectly, of research data and reports of EISEC in any
form is prohibited except with the written permission of EISEC. Persons into whose possession the reports may come are required to observe
these restrictions. Opinions expressed therein are our current opinion as of the date appearing on the report only. Data may be subject to
update and correction without notice. While we endeavour to update on a reasonable basis the information discussed in the reports, there
may be regulatory, compliance, or other reasons that prevent us from doing so.

The reports do not take into account the particular investment objectives, financial situations, risk profile or needs of individual clients. The
user assumes the entire risk of any use made of this information. Each recipient of the reports should make such investigation as deemed
necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in such reports (including the
merits and risks involved).

Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not
suitable for all investors. Investors may lose his/her entire investment under certain market conditions. Before acting on any advice or
recommendation in this material, investors should consider whether it is suitable for their particular circumstances and, if necessary, seek
professional advice. The price and value of investments referred to in research reports and the income from them may fluctuate. Transaction
costs may be significant in option strategies calling for multiple purchase and sales of options. Foreign currencies denominated securities are
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subject to fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from the investment.
Investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk.

The recommendations in the reports are based on 12 month horizon, unless otherwise specified. The investment ratings are on absolute
positive/negative return basis. It is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary
mismatch to rating. For reasons of valuations/return/lack of clarity/event we may revisit rating at appropriate time. The stocks always carry
the risk of being upgraded to buy or downgraded to a hold, reduce or sell. The opinions expressed in the reports are subject to change but
we have no obligation to tell our clients when our opinions or recommendations change. The reports are non-inclusive and do not consider
all the information that the recipients may consider material to investments. The reports are issued by EISEC without any
liability/undertaking/commitment on the part of itself or any of its entities.

Recipients of the research reports should assume that entities of EISEC may receive commission, brokerage, fees or other compensation
from the company or companies that are the subject of the reports. We and our affiliates, officers, directors, and employees, including
persons involved in the preparation or issuance of reports/data/material, may, from time to time have 'long' or 'short' positions in, act as
principal in, and buy or sell the securities thereof of companies mentioned therein or be engaged in any other transaction involving such
securities and earn brokerage or other compensation or act as market maker in the financial instruments of the company/ies discussed
therein or act as advisor or lender/borrower to such company/ies or have other potential conflicts of interests with respect to any
recommendation and related information and opinions.

We further undertake that-

e No disciplinary action has been taken against the research analyst or EISEC by any authority in connection with their respective business
activity.

e EISEC, Research analysts, persons reporting to research analysts and their relatives may have financial interests and material conflict of
interest in the subject company.

® EISEC, Research analysts, persons reporting to research analysts and their relatives may have actual/beneficial ownership of 1% or more
in the subject company’s securities, at the month immediately preceding the date of publication of this research report.

Past performance is not a guide for future performance, future returns are not guaranteed and investors may suffer losses which may exceed
their original capital.

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the
companies mentioned in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals
of other countries. Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by
law, and persons into whose possession this document comes should inform themselves about, and observe any such restrictions. Failure to
comply with this restriction may constitute a violation of any foreign jurisdiction laws.

The user should consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents for
Capital Markets and Derivative Segments as prescribed by Securities and Exchange Board of India before investing in the Indian Markets.
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Disclosure of Interest Statement
Business activities of East India Securities East India Securities Ltd (hereinafter referred to as “EISEC”) is a registered member of
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