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Speciality business likely to aid performance ahead...

Tata Chemicals reported flat revenues to the tune of ¥ 2606 crore against our
estimate of ¥ 2618 crore. The basic chemical segment revenue was down
1% YoY to T 1987 crore while the same from speciality products was up 2%
YoY to ¥ 618 crore. Higher growth from Magadi (up 30.5% YoY) along with
India (up 7% YoY) & Europe (up 7% YoY) led growth in the basic chemical
segment revenue. However, the same declined 14.9% YoY in the US market.
Gross margins witnessed an improvement of 725 bps QoQ to 79.6%, leading
EBITDA to beat our estimates. Further, control on other opex also helped a
better operational performance. EBITDA remained flat at T 472 crore against
our estimate of ¥ 407 crore. PAT was up 10% YoY to % 160.9 crore, assisted
by lower tax rate (21% vs. 23% in Q3FY20).

Revival in end user demand seen, likely to aid soda ash
consumption ahead

There was a revival in the construction along with auto demand QoQ, which
led to an upsurge in demand for soda ash. Further, the inventory situation
in China has also been getting normalised, largely on the back of decent
growth in the demand for float and solar glass, which should support
demand/supply situation of the global soda ash market. The performance
from North America unit remained subdued for the quarter. However, we
expect the same to revive to pre-Covid level in the next one or two quarters
on the back of demand restoration from South Eastern market. Further, we
also believe since the focus has shifted towards capex to revive the
economy across major geographies, demand for soda ash will witness a
revival on the back of it being a key input in the construction activity. We
expect since soda ash plant has been operating at around ~80% utilisation
currently, such revival can lead many plants to operate at around 85-90%,
going ahead, thereby narrowing the demand/supply gap, to a certain extent,
and assist realisation growth.

HDS, nutraceutical segments likely to aid performance further

Both HDS, nutraceutical are likely to touch T 100 crore turnover this fiscal.
Going ahead, with focus in place to expand capacity of HDS, we expect both
these segments to post at least high thirties growth for the foreseeable
future. This should expand speciality share in the overall basket given that
crop protection has also been progressing well and, thus, provides decent
visibility of return ratio improvement and thereby valuations.

Valuation & Outlook

We introduce FY23E estimates and roll over our valuations on FY23E. We
value the company on SOTP basis and arrive a target price of ¥ 520 (earlier
¥ 490) including investment portfolio value. We maintain HOLD rating on the
stock.

Key Financial Summar

(T Grore) Frid FY19 FY20 FYZ1E FYZ2E
Net Revenue 10,269.7 10,3367 10.356.8 10.181.8 11,2829
EBITDA 2.180.7 1.780.% 1.848.2 1.7117.4 1.847.1
EBITDA Marging [%a) 2. 3% 17.2% 18.8% 16.9% 17.2%
Ad).PAT 1.280.6 031.9 EDE. 6 480.9 7.5
Adj. EPS [T) 0.6 366 N7 181 224
EV/EBITDA B. O 7.3x Tix B.Bx T.5x%
F/E Bdx 130 150 26, 3% 21.2x
ROE (%) 11.6 16 6.3 3.5 4.3
ROCE (%) B3 1 7 3.7 6.3
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Parficular Amount
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Fr20 Total Debt (¥ Crore) 1.702
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52 Week HL 87
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Key Highlights

® Revival in end user demand witnessed,
likely to aid soda ash consumption
ahead

® HDS, nutraceutical segments likely to
aid performance further

® Maintain HOLD with target price of
%520

® Fall in demand of soda ash and rise in
crude oil
EBITDA/tonne

prices to impact

® Revival in export demand along with
narrowing demand/supply gap of soda
ash across global market ahead than
aid
realisation and pose upside risk to our

our estimates could likely

estimates

Research Analyst

Mitesh Shah
mitesh.sha@icicisecurities.com

Dhavan Shah
dhavan.shah@icicisecurities.com

FY23E
12,6594
2.304.0
18. 2%
7774
305
B. O
15.6x
5.6
1.4

CAGR FY20-23E
6.9
2.7

{1.2)

Source: Company, ICICI Direct Research

[<b]
-+
©
=]
o
)
==
=
n
[<5)
oc

ICICI Securities — Retail Equity Research



ﬂ Result Update | Tata Chemicals ICICI Direct Research
Exhibit 1: SOTP Analysis

Revenue EBITDA EV/EBITDA EV

In' Grore unless ofher menfianed FY22E FY23E FY22 FY23E FY23E FYZ3E
Basic Chemical

India 2,968 3,299 i)l 187 5.0¢ 38

ROW 5,261 5,661 B13 056 4.0¢ 3824
Speciality Products

Ralliz 2,626 3n1e 369 480 138 B, 361

Other Speciality 226 338 i 36 10.0% 365
Consolidated EV 0772
Less: et debt 2,951
Residual business MCAP 7.220
Add: NC investment portfolio excl Tata sons inv & 50% disc 1,315
Add: Fair value of Tata sons inv & 30% disc 4730
Target MCAP 13,285
Mo.of shares 25.5
Target price/share 520
CMP 475
Upside/downside 10%

Source: Company, ICICI Direct Research

Conference Call Highlights

e |India operations witnessed healthy volume growth across product
portfolio. US had a challenging third quarter. It could see good traction
coming from domestic market, partly offset by lower volumes in the
export market. TCE and Magadi operations had a positive improvement
with higher sales volumes in soda ash, bicarb and salt, respectively

e There was exceptional receipt to the tune of ¥ 27 crore towards
insurance receipt. Thus, EBITDA seems higher for the quarter

e There was recovery in the soda ash demand for Chinese market on the
back of higher growth from float glass, solar glass along with better
demand in auto sector. This led Chinese inventories for soda ash to
plummet to 0.8 million tonnes (MT) against 1.6 MT

e Going ahead, curb in the inventory situation from Turkey can aid
realisation for soda ash

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. It is expected to accelerate customer engagement
having received good responses from some OEMs

e (Consolidated net debt was at% 3743 crore as on 9MFY21 vs. ¥ 4042
crore debt as on FY20
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Financial story in charts

Exhibit 2: Basic chemical revenue across geographies (3 crore)

Basic chem Revenue

India 822 671
TCA - North America 270 245
TCE - Europe 381 o7
TCM - Magadi 141 126
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Source: Company, ICICI Direct Research

Exhibit 3: Basic chemical sales volumes across geographies (‘000 MT)

Basic chem sales volume ("000 MT)

TCL India 210 190
Soda Ash 182 163
Sodium Bicarbonate 28 27

TCA - North America 550 539
Soda Ash 550 539

TCE - Europe 104 92
Soda Ash 76 68
Sodium Bicarbonate 28 24

TCM - Magadi 79 63
Soda Ash 79 63
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Source: Company, ICICI Direct Research

Exhibit 4: Basic chemical realisation/tonne

Q2FY20

Basic chem realisation/tonne Q4FY19  Q1FY20
India 39180 35,329
TCA - North America 15818 15677
TCE - Europe 36635 33,370
TCM - Magadi 17,848 20,000
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Source: Company, ICICI Direct Research

Exhibit 5: Basic chemical EBITDA/tonne

Q2FY20

Basic chem EBITDA/tonne Q4FY18  Q1FY20
India 13,376 10,443
TCA - North America 3727 3,506
TCE - Europe: 2,596 1,857
TCM - Magadi 3,824 375

11236
3,263
4327
3,649

Q3FY20

10,899
3,216
4,433
2,250

Q4FY20 QIFY21
8721 12710
3689 904
5,050 3,043
1467 1,754

Q2FY21
7,454
2,021
4,304
1176

Q3FY21
9,494
3,326
4,597
4,643

Source: Company, ICICI Direct Research

Exhibit 6: Basic chemical OPM trend geographically (%)

Basic chem OPM (%) Q4FY19  CAFY20 Q2FY20 QIFY20 Q4FY20 OIFY21 Q2FY21  Q3FY21
India 2%  2BE% 291% 288% X25% T TR 18.8%  246%
TCA - North America 236% 224%  210% 21.0%  255% 5.7% 135%  21.3%
TCE - Europe: 7.1% 5.9% 13.4% 12.8% 14.0% 8.9% 13.6% 12.0%
TCM - Magadi 220%  15.5% 19.4% -11.0% 9.6% 10.0% 6.6% 248.3%
Source: Company, ICICI Direct Research
Exhibit 7: Price Performance
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Financial summary

Exhibit 8: Profit and loss statement % crore [ Exhibit 9: Cash flow statement g crore
feaend Nias ik B 1 T ) & Year end March F19 20 RME FZE FYE
Eﬁmm Income '”-E’f-’ '”iﬁ-ﬂ '”-:“T'-“ ”1-2;:-9 '21-?19-‘ PBT & Extraordinary 1704 7475 BGE W55 1787
Raw Matetial Expenses 20000 19884 23827 25974 27851 Deprecition 4 B6.5 1555 W6 L1
Bross Profit B3I BIWE IO BEB5 9T After other adustments

Emgloyee Cost 13185 13754 1.400.0 1L456.6 15445 {Inc) / Dec in Working Capital 144 -84 -1167.8 195.4 1031
Diter Dperting Expenses 5755 S063E  AETIT SMIE 6058 Taxes S L O U O 2 S 1
EBITDA 17805 19482 1 M74 19471 23040 Others 213 B0eL 3665 0 2800
Growdth [ J187 85 1138 134 183 GF from operating acfivities 15813 17804 S99 24136 2358
Dther Income 405 311 71 1818 1843 Purchase of Fixed Assets 40823 0884 8127 4000 8000
EBITDA, including 01 21899 22603 1986 24%1 2403 Dthers 158 LIBRT -840 180 180
Depreciation 568.5 B66.5 755.5 B05.6 5011 CF from investing acfiviies 49582 <2381 1092 13820 -B82.0
Net Interest Exp. 337 M 366.5 40 289.0 Proceeds from issue of shares 0.0 0.0 00 0.0 00
Other exceptional tems 0.3 0.0 0.0 0.0 0.0 Bomowings (Net) 576.2 7351 500.0 3000 5000
.l VB AB Bek SEkE 1282 Others Q0BT BAd B6E EM3 573
Total Tax 4 maro 1Ml a6 GF from financing activifies A8 423 M68 M3 473
1t - S O T ) 2087 T3 B8 mE 545
A PAT after Minority interest 5319 B0B.6 1509 5715 T4 Efects of freign curency ransition 2 no ue ’ o
i 65 1) w5 - 1 i 05 Opening Cash 4830 1827 20785 41T )|
Shares Outstanding 255 %5 755 255 255 Closing Gash 1622 2ms a1 Im0 s

- *calculated, Source: Company, ICICI Direct Research
Source: Company, ICICI Direct Research

Exhibit 10: Balance sheet % crore M Exhibit 11: Key ratios

Year end March Fr19 FY20 FY21E FY22E FY23E Year end March Fr19 FYz0 FYZIE FYZZE FYZ3E
Liahilities Per share data (%}

Share Capital 254.8 254.8 254.8 254.8 754.8 Adj, EPS 3%.6 317 18.1 724 305
Reserves 12,088.5 12,6428 12,8234 131145 136117 Adj. Cash EPS SEO ] 477 ] £5.0
Total Shareholders Funds 123413 12,897.7 13,078.2 13,360.4 13,866.5 BV 4043 5061 5132 5347 5447
Minnr’rt\«' Interest 2947 TE3.8 9548 11701 14232 OF5 735 1no 1.0 1.0 1.0
Long Term Bomowings 4,768.3 34734 32734 30734 15734 Operating Rafios (%

Net Deferred Tax liabity 12871 14378 14378 14378 14378 Gross Margn (%] 806 810 15 0 780
(ither long tem1l I|lah|Irt|es 1289 43756 80.3 100.1 nzz EBITDA Margin (%) 172 188 16.9 172 182
I;r:sﬁt;nl\l in;\l.:;:n;‘d o 1,503.% 1,653.5 1.753.7 1.945.1 2180.5 PAT Margin %) 00 18 45 51 61
Short term borrowings /5 19128 16123 15128 14128 E:?;Lﬁ;s : :Z ?g :; :i
Trade Payables 1.475.3 16308 1,338.0 1,465.1 1,664.8 Y

Dther Cumrent Liabiities 1805 32676 22316 24752  LTHT Credftor Days 52 5 48 4 b
Short Tem Provisions 2603 7769 251.1 276.5 3122 Cash Conversion Cycle 80 B B0 T8 75
Total Cument Liabilties 39085 70884 54346 57517 61646 Refurn Rafios (%]

Total Liabilities 60048 27,7522 25,0729 68476 27,7563 Rgturn on Assets (o) 35 28 18 21 B
Assets ROGE (%) 11 17 57 6.3 74
Net Block 16648 130738 131184 134128 146117 Core: RolC {%) 81 68 6.1 12 80
Capital Work in Progress 7358 518 200.0 1,200.0 0.0 RoE (%) 8 6.3 35 43 58
Intangible assets under devi. 360 477 477 472 4732 Salvency Rafios

Goowill on Consolidation 1,850.0 1,999.8 1,989.8 1,989.8 1,989.8 Total Debt/ Equity 04 0.4 04 0.3 0.3
Non-curent investments 3,328 26838 26838 26838 25838 Interest Coverage 48 47 32 39 5.3
Defered tax assets 3.2 15.3 15.3 153 153 Cument Ratio 21 1.1 12 1.2 1.2
Long term loans and advances 79 100 79 87 9B Qwick Ratio 1.6 0.8 0.9 0.8 0.8
Dther Non Cument Assets 1.102.0 1.272.1 B71.0 741.8 629.2 Valuafion Rafics [x}

Gurrent Assets, Loans & Advances EV/EBITDA 13 11 1] 15 1]
Current Investments 17523 16010 1.800.0 1,800.0 1.800.0 PIE 130 150 %3 212 156
Inventories 1.725.6 1.869.2 1.952.7 20729 23138 FB 1.0 0s 08 03 08
Sundry Debtors 14525 1.579.9 18179 17636 18770 EV/Sales 13 13 14 13 11
Cash and Bank 1,952.2 20795 42717 235.0 4595 Source: Company, /CICI Direct Research

Loans and Advances 1.3 0.2 0.2 0.2 0.2

Other Cument assets T14.4 7325 7611 B66.3 8711

Cument Assets £.038.3 18623 85796 87361 15618

Total Asséts 269049 27,7522 26,0229 268476 277583

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%
ICICI direct u,\x::} INO 1 ‘
In.cu«vvrvu'o‘::rul Fingertips | BHQE{ER \ ;
ICICI Securities Ltd. FISTARMINE ¥ 1
[ @l‘;‘awst»\-.wa'd 2012 ‘&
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), 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 is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst 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 investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are g lly prohibited 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, and 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 di d and opinions expl d 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. ICICI 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 and ICICI Securities as a entity 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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