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= Atul Ltd’s result was yet another surprise on the margin front, with cpp Rs 6,117
sales too slowly reverting to pre-covid levels. Sales came in above our :
estimate at Rs 10.02bn (D.est: Rs 9.07) down by 4.2% YoY. Target / Upside Rs 6,366/ 4%
NIFTY 11,930
= EBITDA (D.est: Rs 2.06 bn) grew by 16.4% YoY to Rs 2.61bn, with a - -
strong EBITDA margin of 26.1%, an increase of 460 bps YoY. The Scrip Details
company has controlled its other expenses and power and fuel costs, Equity / FV Rs 297mn /Rs 10
down by 13.9% and 12.1% YoY to Rs 1.21bn and Rs 847mn  Market Cap Rs 182bn
respectively. USD 2bn
" PATde-grew by 16.6% to Rs 1.74bn (D.Est - Rs 1.86bn) owing to higher 5, ek High/Low Rs 7,020/ 2,923
tax expenses of Rs 596mn (Tax rate 25.7% vs 1.1% in Q2FY20) and
lower other income Rs 65 mn vs Rs 210 mn. Avg. Volume (no) >7,200
Bloom Code ATLP IN
Outlook and Valuation Price Performance iM 3M 12™m
ATLP has cumulatively incurred a capex of Rs ~13.1bn over the last 5 years  Absolute (%) 2 24 42
(FY16-20) and is likely to provide earnings visibility over the next 3 years, a0 NIFTY (%) (10) 18 38

efficient capital allocation (5 yr avg. RoCE: 22.5%) and 5 yr avg. ROE of
18.4% in FY23E builds a strong investment case. Atul Ltd’s margins have
positively surprised in 1HFY21 with record high EBITDA margins on the back
of benign input costs, this coupled with controlled opex has provided

Shareholding Pattern
Mar'20 Jun'20 Sep'20

cushion on profitability. Atul Ltd has set out an aggressive target of Promoters 448 448 4438
achieving Rs 54bn sales, we believe that it is achievable in FY23E on the  MF/Banks/Fls 245 253 234
back of ~Rs 11.0bn of unrealised sales potential and smaller de-
. . . . . Flls 6.9 6.7 8.2
bottlenecking projects which will aid to volume growth. The company :
recently received environmental clearance for their JV with Nouyron to  Public/Others 23.8 232 23.6
manufacture Mono Chloro Acetic acid (MCA), a key intermediate used to Valuation (x)
manufacture 2,4-D herbicide. MCA of ~32,000 TPA will be manufactured
for both internal consumption and external sales (it can be scaled upto FY21E FY22E  FY23E
60,000 TPA). We are valuing Atul Ltd on FY23E EPS at 24x + cash per share  P/E 29.7 25.5 23.5
of Rs 126/share, we have an accumulate rating on the stock with target  gyv/gBITDA 194 167 14.6
price of Rs 6,366. ROE (%) 184 191 184
ROACE (%) 17.3 18.0 17.4
Estimates (Rs mn)
Particulars Q2FY21 Q2FY20 YoY (%) QI1FY21 QoQ(%) Revenue 40,319 47,337 54,404
Revenue 10,021 10,456 (4.2) 6,606 51.7  EBITDA 8,971 10,436 11,811
Total Expense 7,409 8,212 (9.8) 5,019 47.6  PAT 6,122 7,114 7,717
EBITDA 2,612 2,244 16.4 1,587 64.6 EPS (Rs.) 206.3 239.7 260.0
Depreciation 332 323 2.8 331 0.3
EBIT 2,280 1,921 18.7 1,255 81.6 Analvst: Archit Joshi
Other Income 65 210 (69.3) 406 (84.1) Ter;-a+\§1'22 Tosla 69"752 6'
Interest 22 20 6.4 27 (19.1) E-mail: architi@dolatcapital.com
EBT 2,323 2,111 10.0 1,635 42.0
Tax 596 24 24055 459 30.1 Associate: Tejas Sonawane
RPAT 1,744 2,090 (16.6) 1,178 48.0 Tel: +9122 40969792
APAT 1,744 2,090 (16.6) 1,178 48.0 E-mail: tejass@dolatcapital.com
(bps) (bps)
Gross Margin (%) 54.2 51.5 276 57.0 (273) .
EBITDA Margin (%) 26.1 215 460 24.0 204 ’L}Zslf’fgaltgigsghsgggg
NPM (%) 17.4 200 (259) 17.8 (43) E-mail: yashs@dolatcapital.com
Tax Rate (%) 25.7 1.1 2455 28.0 (237)
EBIT Margin (%) 22.7 18.4 437 19.0 374
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Exhibit 2: Product Mix

Exhibit 1;: SOTP Valuation

Particulars FY19 FY20A FY21E FY22E  FY23E
PAT 4,322 6,665 6,122 7,114 7,717
EPS 146 225 206 240 260
Investment Book 5,275 4,671 4,671 4,671 4,671
No of Shares(mn) 30 30 30 30 30
Value per share(Rs) 157
20% discount 126
Multiple(x) 24
TP (on FY21E EPS) 6,240
Total TP (Rs) 6,366

Source: Company, DART

Segment performance (Consolidated)

Life Science segment — Life science segment grew by 5.3% YoY to Rs 3.47bn, EBIT
margins marginally improved by 40bps YoY at 19.3%. EBIT stood at Rs 671mn.

Performance & other chemicals — Performance chemicals segment de-grew by 7.7%
YoY to Rs 6.89bn, EBIT margins saw a healthy improvement of 410 bps YoY. EBIT

stood at Rs 1.59bn.

Particulars (Rs Mn) FY16 FY17 FY18 FY19 FY20 FY21E FY22E FY23E
Aromatics 7,121 8,260 8,420 11,270 9,430 8,487 9,760 11,224
Bulk Chemicals 1,594 2,120 2,930 3,690 4,060 4,101 4,593 5,282
Colours 3,922 4,040 4,520 5,480 6,260 5,634 7,536 8,440
Crop Protection 537 580 6,510 7,540 7,030 7,854 8,482 9,500
Polymers 7,168 7,670 8,700 10,600 10,410 10,931 13,117 15,478
Pharma & Intermediates 1,262 1,060 1,270 1,900 1,260 1,386 1,691 2,063
Total 21,604 23,730 32,350 40,480 38,450 38,392 45,178 51,986
Source: Company, DART

Exhibit 1: Actual V/s DART Estimates (Rs mn)

Particulars Actual Estimated Variance| Comments

Better than expected
Revenue 10,021 9,073 10.5%| performance in life science
business

EBITDA 2,612 2,060 26.8% Higher EBITDA margin due to

EBITDA Margin(%) 26.1 22.7 336 benign raw material cost and

PAT 1,744 1,858 (6.2) controlled Opex.

Source: Company, DART

Exhibit 2: Change in Estimates

Particulars (Rs Mn) FY22E FY23E

New Previous Chg. (%) New Previous Chg. (%)

Revenue 47,337 49,579 (4.5) 54,404 - -

EBITDA 10,436 9,642 8.2 11,811 - -

EBITDA Margin(%) 22.0 19.4 13.4 21.7 - -

PAT 7,114 6,579 8.1 7,717 - -

EPS(Rs) 239.7 222.0 8.0 260 - -

Source: Company, DART
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Exhibit 3: Geography wise Sales (FY19)

Exhibit 4: Geography wise Sales (FY20)
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Exhibit 5: Sales (Rs Mn.) & Sales Growth (%)

Source: Company, DART

Exhibit 6: EBITDA (Rs Mn.) & EBITDA Margin (%)
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Exhibit 7: PAT (Rs Mn.) & PAT Growth (%)

Source: Comany, DART

Exhibit 8: ROE/ROCE
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Profit and Loss Account

October 23, 2020

(Rs Mn) FY20A FY21E FY22E FY23E
Revenue 40,098 40,319 47,337 54,404
Total Expense 31,084 31,348 36,901 42,593
COGS 19,700 18,815 22,775 26,440
Employees Cost 3,009 3,234 3,520 3,800
Other expenses 8,375 9,299 10,606 12,353
EBIDTA 9,014 8,971 10,436 11,811
Depreciation 1,302 1,466 1,646 1,733
EBIT 7,712 7,506 8,790 10,078
Interest 88 40 20 20
Other Income 780 650 756 756
Exc. / E.O. items 0 0 0 0
EBT 8,404 8,116 9,527 10,815
Tax 1,745 2,003 2,428 3,113
RPAT 6,665 6,122 7,114 7,717
Minority Interest 45 50 55 55
Profit/Loss share of associates 50 60 70 70
APAT 6,665 6,122 7,114 7,717
Balance Sheet
(Rs Mn) FY20A FY21E FY22E FY23E
Sources of Funds
Equity Capital 297 297 297 297
Minority Interest 264 264 264 264
Reserves & Surplus 31,252 34,623 39,126 44,198
Net Worth 31,549 34,920 39,423 44,495
Total Debt 1,085 1,015 1,015 1,015
Net Deferred Tax Liability 1,078 1,078 1,078 1,078
Total Capital Employed 33,976 37,276 41,780 46,851
Applications of Funds
Net Block 11,249 13,989 15,604 16,132
CWIP 3,681 1,000 1,000 1,000
Investments 4,985 4,985 4,985 4,985
Current Assets, Loans & Advances 21,520 24,289 27,647 32,452
Inventories 5,034 5,062 6,332 7,575
Receivables 7,197 8,342 10,183 12,001
Cash and Bank Balances 354 1,995 1,964 3,428
Loans and Advances 332 334 392 451
Other Current Assets 2,086 2,040 2,259 2,480
Less: Current Liabilities & Provisions 7,460 6,988 7,457 7,718
Payables 4,809 4,337 4,806 5,067
Other Current Liabilities 2,651 2,651 2,651 2,651
Net Current Assets 14,060 17,302 20,190 24,734
Total Assets 33,976 37,276 41,780 46,851
E — Estimates
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Important Ratios
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Particulars FY20A FY21E FY22E FY23E
(A) Margins (%)
Gross Profit Margin 50.9 53.3 51.9 514
EBIDTA Margin 225 22.3 22.0 21.7
EBIT Margin 19.2 18.6 18.6 18.5
Tax rate 20.8 24.7 25.5 28.8
Net Profit Margin 16.6 15.2 15.0 14.2
(B) As Percentage of Net Sales (%)
COGS 49.1 46.7 48.1 48.6
Employee 7.5 8.0 7.4 7.0
Other 20.9 23.1 22.4 22.7
(C) Measure of Financial Status
Gross Debt / Equity 0.0 0.0 0.0 0.0
Interest Coverage 87.8 187.6 439.5 503.9
Inventory days 46 46 49 51
Debtors days 66 76 79 81
Average Cost of Debt 10.8 3.8 2.0 2.0
Payable days 44 39 37 34
Working Capital days 128 157 156 166
FAT/O 3.6 2.9 3.0 34
(D) Measures of Investment
AEPS (Rs) 224.5 206.3 239.7 260.0
CEPS (Rs) 268.4 255.7 295.1 318.4
DPS (Rs) 15.0 42.5 16.0 18.0
Dividend Payout (%) 6.7 20.6 6.7 6.9
BVPS (Rs) 1063.0 1176.5 1328.3 1499.1
RoANW (%) 22.7 18.4 19.1 18.4
ROACE (%) 21.3 17.3 18.0 17.4
ROAIC (%) 24.8 21.8 23.4 24.2
(E) Valuation Ratios
CMP (Rs) 6117 6117 6117 6117
P/E 27.2 29.7 25.5 23.5
Mcap (Rs Mn) 181,539 181,539 181,539 181,539
MCap/ Sales 4.5 4.5 3.8 33
EV 175,753 174,042 174,073 172,609
EV/Sales 4.4 4.3 3.7 3.2
EV/EBITDA 19.5 19.4 16.7 14.6
P/BV 5.8 5.2 4.6 4.1
Dividend Yield (%) 0.2 0.7 0.3 0.3
(F) Growth Rate (%)
Revenue (0.7) 0.6 17.4 14.9
EBITDA 17.6 (0.5) 16.3 13.2
EBIT 19.1 (2.7) 17.1 14.7
PBT 24.5 (3.4) 17.4 135
APAT 54.2 (8.1) 16.2 8.5
EPS 54.2 (8.1) 16.2 8.5
Cash Flow
(Rs Mn) FY20A FY21E FY22E FY23E
CFO 4,688 8,447 5,315 6,363
CFI (5,231) (6,789) (821) (1,005)
CFF 595 (1,849) (2,852) (954)
FCFF (544) 1,658 4,493 5,358
Opening Cash 494 545 354 1,226
Closing Cash 545 354 1,995 5,631
E — Estimates
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DART RATING MATRIX
Total Return Expectation (12 Months)

Buy >20%
Accumulate 10 to 20%
Reduce 0 to 10%
Sell <0%

Rating and Target Price History

R9) ] Month Rating TP (Rs.) Price (Rs.)
——ATLP Target Price Nov-19  Accumulate 5,346 4,100
6,980 5 Jan-20 Accumulate 5,346 4,596
6,250 - Mar-20 Buy 4,254 3,654
Mar-20 Reduce 4,254 3,807
5,520 - Apr-20 Reduce 4,797 4,870
Jun-20 Accumulate 4,797 4,414
4,790 - y
Jul-20 Reduce 4,797 4,633
4,060 1\ Jul-20 Reduce 4,797 4,923
3,330 T T T r
3 33 8 8§ § 8 § § 8 8 8 8 “Price as on recommendation date
§ ¢ 8 5§ ¢ 8 28 53 %2 8§68
DART Team
Purvag Shah Managing Director purvag@dolatcapital.com +9122 4096 9747
Amit Khurana, CFA Head of Equities amit@dolatcapital.com +9122 4096 9745
CONTACT DETAILS
Equity Sales Designation E-mail Direct Lines
Dinesh Bajaj VP - Equity Sales dineshb@dolatcapital.com +9122 4096 9709
Kapil Yadav VP - Equity Sales kapil@dolatcapital.com +9122 4096 9735
Yomika Agarwal VP - Equity Sales yomika@dolatcapital.com +9122 4096 9772
Jubbin Shah VP - Derivatives Sales jubbins@dolatcapital.com +9122 4096 9779
Ashwani Kandoi AVP - Equity Sales ashwanik@dolatcapital.com +9122 4096 9725
Lekha Nahar AVP - Equity Sales lekhan@dolatcapital.com +9122 4096 9740
Equity Trading Designation E-mail
P. Sridhar SVP and Head of Sales Trading sridhar@dolatcapital.com +9122 4096 9728
Chandrakant Ware VP - Sales Trading chandrakant@dolatcapital.com  +9122 4096 9707
Shirish Thakkar VP - Head Domestic Derivatives Sales Trading  shirisht@dolatcapital.com +9122 4096 9702
Kartik Mehta Asia Head Derivatives kartikm@dolatcapital.com +9122 4096 9715
Dinesh Mehta Co- Head Asia Derivatives dinesh.mehta@dolatcapital.com +9122 4096 9765
Bhavin Mehta VP - Derivatives Strategist bhavinm@dolatcapital.com +9122 4096 9705

Dolat Capital Market Private Limited.
Sunshine Tower, 28th Floor, Senapati Bapat Marg, Dadar (West), Mumbai 400013
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Analyst(s) Certification

The research analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in
this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their
compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research report.

I. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

I1. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s), if any,
covered in the report and may be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select recipient of this
report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written consent of
Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein. Dolat Capital Market Private Limited.
and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and financing group. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have provided or may provide services in respect of managing offerings of securities, corporate finance,
investment banking, mergers & acquisitions, financing or any other advisory services to the company(ies) covered herein. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have received or may receive compensation from the company(ies) mentioned in this report for rendering
any of the above services. Research analysts and sales persons of Dolat Capital Market Private Limited. may provide important inputs to its affiliated
company(ies) associated with it. While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description
of the securities, markets or developments referred to herein, and Dolat Capital Market Private Limited. does not warrant its accuracy or completeness.
Dolat Capital Market Private Limited. may not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error
in the information contained in this report. This report is provided for information only and is not an investment advice and must not alone be taken as
the basis for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user assumes the
entire risk of any use made of this information. The information contained herein may be changed without notice and Dolat Capital Market Private Limited.
reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. Dolat Capital Market Private Limited.
and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of
the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act
as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may
have any other potential conflict of interests with respect to any recommendation and other related information and opinions. This report is neither an
offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. 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 Dolat Capital Market
Private Limited. and/or its affiliated company(ies) 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 a certain category of investors. Persons in whose possession this report may come, are required
to inform themselves of and to observe such restrictions.

For U.S. Entity/ persons only: This research report is a product of Dolat Capital Market Private Limited., which is the employer of the research analyst(s)
who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not
associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are
not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among
other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Dolat Capital Market Private Limited. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of
the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance
on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return
the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person or entity.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct
certain business with Major Institutional Investors, Dolat Capital Market Private Limited. has entered into an agreement with a U.S. registered broker-
dealer Ltd Marco Polo Securities Inc. ("Marco Polo"). Transactions in securities discussed in this research report should be effected through Marco Polo
or another U.S. registered broker dealer/Entity as informed by Dolat Capital Market Private Limited. from time to time.
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