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Speciality business likely to aid performance ahead...
™®
Tata Chemicals reported a fall in revenue of 5.7% YoY to T 2609 crore, TATA

largely dragged by poor soda ash sales volumes from Magadi (down 31%
YoY) along with North America (down 19.8% YoY). Revenue from basic
chemical fell 10% YoY to T 1839 crore. In terms of geographies, India
business basic chemical revenue remained at ¥ 699.7 crore (up 1% YoY),
while the same from North America, UK and Magadi was at ¥ 711 crore

TATA CHEMICALS LIMITED

(down 20% YoY), ¥ 337 crore (flat growth) & ¥ 91 crore (down 35% YoY). Particular At

. . . . Market cap (% Crore) 8,205
Lower gross margins (down 443 bps YoY) owing to higher input cost along FY20 Total Debt (% Crore) 6,124
with higher opex dragged OPM, which contracted 546 bps YoY to 14.8% FY20 Cash & Inv (% Crore) 4,205
resulting in EBITDA de growth of 31% YoY to T 386 crore. OPM from basic EV [ Crore) 10,125
chemical segment contracted 719 bps YoY to 15.2% while the same from 52 Week H1 346/197
speciality chemical was down 29 bps YoY to 14%. PAT was down 80% YoY iq“'tvvcfp't(;'fcfom) 2541-3

ace Value

to X 70.5 crore, impacted by subdued operational performance along with
higher tax rate (30% vs. 6%) and lower other income (down 26% YoY).

Key Highlights

Container glass demand remains decent; flat glass demand
improving in export market

North America (NA) mainly caters to Latin America and South East Asia in
terms of exports market. The NA region recorded export sales volume fall

® Flat glass demand likely to improve
by the end of this fiscal

® HDS, nutraceuticals to boost growth
in medium to long term

of 33% YoY to 197,000 MT. The management believes that subdued exports

sales volumes were partly was on account of higher Covid-19 cases in Brazil, ¢ Maintain HOLD with target price of

which impacted production value chain across end user industries and ¥ 305
thereby pressurised demand for soda ash. Further, lower construction
of the export business. Since the container glass industry has been
witnessing decent demand along with a pick-up in demand for flat glass

activity in southern Asian countries along with increase in supply from China
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HDS, nutraceuticals to boost growth in medium to long run 0 J 0

depressed realisations for soda ash. Hence, this impacted the performance
industry that would likely augur well for soda ash demand, going ahead.

~ [==] [==) [=2] [=2] o o
The management highlighted that the nutraceutical plant is operating at 75% é = é o é = 3
utilisation currently. Going ahead, with an increase in product approvals = = =
from pharma as well as food grade companies, we expect the segment to e====Sensex  emm==Tata Chemical

grow in high teens, in the coming years. The management expects to
announce capacity announcement by bx for HDS while nutraceutical
capacity can double from the present capacity. Asset turn is expected to be
1.5-2x for these business segments.

Research Analyst

Mitesh Shah
mitesh.sha@icicisecurities.com
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Valuation & Outlook

Dhavan Shah

We value the company on an SOTP basis and arrive at a target price of ¥ 305 dhavan.shah@icicisecurities.com

including the investment portfolio value. We have a HOLD recommendation
on the stock.

Key Financial Summary

(¥ Grore} FY17 Y18 FY19 FYZ0 FYZ1E FYZ2E CAGR FY20-ZZE
Met Revenue 10.348.1 10,2697 10,3367 10,356.8 10,0827 11.Z1.9 44
EBITDA 2.084.3 Z180.7 1.780.5 1.5345.2 1.632.3 1.524.5 4.0
EBITDA Margins (%) 20.%% 1. 5% 17. %% 18.8% 16.2% 17.1%

Adj.PAT 679.6 1.290.6 831.9 6066 3T TB4.7 [B.2)
Adj. EPS [F) 4.5 50.6 36.6 .7 20.2 30.8

EV/EBITDA 5.4 4. &% S.x 5.1x B. 4 S.2x

F/E §.3x B4 B.Bx 10.2x 16.0x¢ 10.5%

ROE %) 11.1 11.6 16 6.3 3.9 5.8

ROCE (%) 8.7 6.3 7.1 .7 6.0 1.1

Source: Company, ICICI Direct Research
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Financial story in charts

Exhibit 1: Basic chemical revenue across geographies (3 crore)
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Source: Company, ICICI Direct Research

Exhibit 2: Basic chemical sales volumes across geographies (‘000 MT)

Basic chem sales volume (000 MT)
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Source: Company, ICICI Direct Research

Exhibit 3: Basic chemical realisation/tonne

Basic chem realization/tonne
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Source: Company, ICICI Direct Research

Exhibit 4: Basic chemical EBITDA/tonne

Basic chem EBITDA/tonne
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Source: Company, ICICI Direct Research

Exhibit 5: Basic chemical OPM trend geographically (%)
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Source: Company, ICICI Direct Research
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Conference Call Highlights

e US domestic market (in volumes, YoY basis) remained resilient but the
export market faces challenges. On the other hand, on a QoQ basis, both
domestic and export markets are gaining momentum

e |ndia business margins were impacted due to unprecedented heavy
rains leading to higher production cost and one-time expenditure of ¥ 11
crore due to damages to inventory and other assets. Also, annual wage
settlement pertaining to workmen has led to an increase in employee
cost by ¥ 14 crore

e Speciality business revenue increased to T 41 crore (up 245%), on the
back of increasing volumes and better price realisation across products
portfolio

e Nutritional solutions business witnessed steady growth in revenue and
is consistently gaining traction in the market from customers

e The silica business continues to gain traction for its food & non-food
grade silica products. Expect are expected to accelerate customer
engagement having received good responses from some OEMs

e North American unit prices: domestic prices contracted. Pricing
pressure at the end of the year will be minimal. Export is expected to
see prices coming down

e (Consolidated net debt was at3% 3767 crore as on H1FY21 vs. % 4042
crore debt as on FY20

ICICI Securities | Retail Research 3
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Financial summary

Exhibit 6: Profit and loss statement % crore M Exhibit 7: Cash flow statement g crore
Year end March FY18 FY19 FY20 FY2E FY22E

Total Dpﬁl';lﬁrlg Income 10,269.7 10,336.7 10,356.8 10,0827 1,219 :E;T'E?;’rc‘:;ﬁam 3?‘]'1133 I?;l]g'l FFII?]:IS :2315 ]F\EEZEJ
Growth %] a7 i 0z 25 18 ol £ . A1, : £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 14673 (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 439 213 8082 30 7d
Other Income 1505 0es N WS 037 CF from operating activities 1,870.1 15813 1,780.1 W37 21481
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
PET 1509 1381 1519 M33 1287 Bomowings [Net] 106 SB2 0 TRI 500 7000
Total Tax B0.1 2144 2187 200.9 0.3 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 8: Balance sheet % crore M Exhibit 9: Key ratios

Year end March FY18 FY19 FY20 FY21E FYZ2E Year end March FY18 FY19 FY20 FYHE FY22E
Liahilities
Share Capital 545 4G B5hE B5hE 548 EHITE“D@ 05 %E 317 03 05
Reserves 108458 120865 126428 128762 133805 4 : c : ' :
Total Shareholders Funds 11007 12343 128977 13430 13634 Al CashERS 710 5% 518 41 58
Minority Interest 1772 29147 T35 9775 11682 BY 4357 4643 508.1 515.3 3351
Long Tem Borrowings 53840 47633 34734 3734 LTI34 DS 7o 35 1.0 1.0 11.0
Net Deferred Tax lisbity L1816 1271 1478 14318 14378 Operating Rafios (%)
(ther long term liabiities 958 1299 4376 B4 989 Grozs Margin [%) ) B06 .0 750 6.0
Long term provisions 1.675.1 1.503.9 1,653.5 1.738.7 19415 A
Current Liabilifies and Provisions EBITDA Mgrgln}%; 1.3 172 188 16.2 171
Short term bormowings 1402 T 19120 16128 14128 PAT Margin (%) 126 a0 18 5l 10
Trade Payables 14766 14753 15308 13158 14623 Debtor Days 4 £l 5 5% 51
Dther Current Liabilties LE78E 18405 32676 22083 74708 Inventory Days 52 Bl 66 il 67
Short Term Provisions 055 2803 M8 U5 M8 Creditor Days 53 5 57 T 45
Total Cument Lizbilities 37033 30486 7.088.4 53074 56438 EﬁSh CDI‘I‘.I'B[EiIJn E‘,l'B|B 4_5 ED 54 BD 'IrB
H;u Fﬂ|S.|;m-||mes ZETBE 269048 277522 260433 267014 Betn Batos )
Net Biock 1069 108648 130739 128864 128603 Rietum on Assets o) 5.0 i3 24 20 24
Capital Work in Progress 3738 7358 TE7.8 7676 12678 RoCE (%) B3 1l 11 6.0 11
Intangible assets under devi. 5.0 380 az a1z 12 Core RolC (%) 138 81 B8 .1 18
Goodwil on Consolidation 17318 18580  1999F 19398 10088 RoE (% 16 18 63 38 5 g
g Bnfn-l:urnant investments 27486 33629 26838 26838 25838 Saly Ratios

emed tax assets 20.8 3.2 153 153 153 Total Dett/ Equity 05 04 04 04 03
Long term loans and advances 87 19 100 18 By 9 : : : 3 :
Dther Non Curent Assets B4 LIZ0 1272 847 7406 Interest Coverape 36 48 41 39 2.3
Gurrent Assets Loans & Advances Curent Ratio 14 21 11 13 11
Cument Investments 98 2,052.3 1,601.0 1,800.0 1,800.0 (uick Ratio L0 18 08 09 09
Inventories 14623 17356 18692 19337 20641 ion Rafi
Sundry Debtors 13078 14525 15788 16022 17603 ;:;;?r?ﬂnmm i 51 1 ¥ 57
Cash and Bank 44830 19522 20785 B40.8 554.3 PE 51 i 2 150 105
Loans and Advances 16 13 02 02 02 ! : . - : :
Dther Current assets 16929 7144 T3L5 735 BB4.7 P/B 07 07 08 08 08
Curent Assets 9036 BOBEI 78623 60505 TOMEB FV/Sales 09 09 10 0 0g
Total Assets 25,8786 26,3049 21152.2 26,0433 26,701 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 i 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

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. ICIC| 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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