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SUDreme Petrochemica IS Ltd . Healthy revenue with strong capex going ahead
cmMP Target Upside (%) Market Cap (INR Mn) Recommendation Sector
INR 696 INR 814 INR 17.0% INR 67,361 BUY Petrochemicals

Q3FY22 Result Highlights:

* For Q3FY22, Supreme Petrochem’s (SPL) revenue increased by 39.4%/8.8% on YoY and QoQ basis to INR 12,960 mn.
* EBITDA increased by 27.4% QoQ but declined by 6.3% YoY to INR 2,242 mn. EBITDA margin contracted by 844 bps YoY and grew

by 252 bps QoQ to 17.3%.
* Net Profit stood at INR 1,646 mn, down by 4.1% YoY and grew by 29.5% QoQ. The margins declined by 575 bps YoY and grew by
203 bps QoQ.
MARKET DATA KEY FINANCIALS
Shares O/S (Mn) 94 Particulars (INR Mn) FY20 FY21 FY22E FY23E FY24E
Equity Cap (INR Mn) 10,648 Net Sales 27,242 | 31,852 | 47,005 | 54642 | 62,049
EBITDA 1,485 6,689 9,505 11,481 13,156
Mkt Cap (INR Mn) 57,381 PAT 1,027 4,775 6,861 8,343 9,603
52 Wk H/L (INR) 819/348 EPS 10.6 50.8 73.0 88.7 102.1
Volume Avg (3m K) 77 EBITDA Margin 5.5% 21.0% 20.2% 21.0% 21.2%
Face Value (INR) 10 NPM 3.8% 15.0% 14.6% 15.3% 15.5%
| b d PP Source: Company, KRChoksey Research
Bloomberg Code SPPTIN Improving demand and healthy capex going ahead:

SHARE PRICE PERFORMANCE
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In Q3FY22, Supreme Petrochem's (SPL) revenue from operation stood at INR 12,960 mn, up by
39.4% YoY and 8.8% QoQ, beating our estimate by 4.7%. The Company operated all its plants at
all locations at near normal levels barring disruptions for few days at Company’s plant at New
Manali Township In Tamil Nadu due to very heavy rains. The company has undertaken project
for manufacture of Mass Acrylonitrile Butadiene Styrene (mASS) at Village Amdoshi, District
Raigad, Maharashtra, with two Lines of 70 KIA each aggregating 140 KTA. Line | is scheduled
to go on stream by June 2024 and Line Il is planned for completion by March 2025. Its position
would strengthen further once the ongoing Capex of 1,20,000 MT of PS/Expandable
Polystyrene (EPS) comes onstream.

Operating performance to improve going ahead:

During the quarter, EBITDA was down by 6.3% YoY to INR 2,242 mn, but outperformed our
estimates by 6.1%. Consequently, EBITDA margin contracted by 844 bps YoY and grew by 252
bps QoQ to 17.3%. Net Profit stood at INR 1,646 mn down by 4.1% YoY and grew by 29.5% QoQ,
outperforming our estimates by a wide margin of 10.1%. The margins declined by 575 bps YoY
and grew by 203 bps QoQ.

Valuation and view:
SPL is enhancing its PS and EPS production capacity by 120,000 MT, which will be

© 29099 55 & 4 - . ) X
ToroTon L Y commissioned in phases between March 2022 and May 2022. With enhanced capacity and
8585958585898 . . o )
oY 302 23 & =0 ¢ healthy demand from end-user industries, SPL will witness strong growth in the future. The
) performance of the company have been impressive over the last few quarters, and we expect
Supreme Petrochem Nifty  the company to continue to perform in a healthy manner going ahead. We expect SPL to
clock 24.6%, 25.0% and 25.9% CAGR growth in its revenue, EBITDA, and PAT respectively over
the FY21-24E period.
MARKET INFO
We continue to remain positive on the growth prospects of SPL. The stock is currently
SENSEX 57,492 trading at a P/E multiple of 11.6x/7.9x/6.9x on FY22E[23E[24E EPS of INR 60.7/88.7/102.1,
respectively. We value the stock at 7.97x on its FY24E EPS of INR 102.1/share, which yields a
NIFTY 17,149 . . . .
target price of INR 814/share (unchanged), an upside of 17% over the CMP. Accordingly, we
maintain our “BUY” rating on the shares of Supreme Petrochem Ltd.
SHARE HOLDING PATTERN (%)
Particulars Dec-21 Sep-21 Jun-21
Promoters 64.0% 64.0% 64.0%
Flls 2.1% 1.7% 1.7%
Dlls 1.8% 2.2% 2.2%
Ol 321% 32.1% 32.1% Revenue CAGR between FY21  PAT CAGR between FY21 and
Total 100% 100% 100% and FY24E FY24E
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Supreme Petrochemicals Ltd.

Revenue to witness 24.6% CAGR over FY21-24E EBITDA Margin to remain stable around 20-21%

o

21.0% 20.2% 21.0%
o o
5.5%
o
2 FY21 FY22E FY23E FY24E
3 4 FY20 FY21 FY22E FY23E FY24E

i Revenue (INR Mn)  —O— Growth (YoY)
I EBITDA (INR Mn)

Source: Company, KRChoksey Research Source: Company, KRChoksey Research

PAT to witness 25.9% CAGR over FY21-24E Leverage is on a declining trend

[VALUE]x
[VALUE]X  [vALUE]x

[VALU F_]X [VALU E]X

FY 20 FY 21 FY 22E FY 23E FY 24E
mmmm PAT (INR Mn) O~ PAT Margin (%)
Source: Company, KRChoksey Research Source: Company, KRChoksey Research
ANALYST KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-66919576

Kushal Shah, research3@krchoksey.com, +91-22-6696 5555 www.krchoksey.com

is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ



A KRChoksey | nstitutional

India Equity Institutional Research | _ I1 25t January, 2022

Page 4

Supreme Petrochemicals Ltd.

KEY FINANCIALS

Exhibit 1: Balance Sheet
Particulars (INR Mn) FY20 FY21 FY22E FY23E FY24E
Non-Current Assets
Property, Plant and Equipment 3,416 3,189 3,291 3,560 3,773
Right to use assets 285 393 251 115 98
Capital Work-in Progress 84 91 91 907 907
Other Intangible Assets 8 6 22 5 -16
Financial Assets
Loans 13 9 9 9 9
Other Financial Assets 41 53 54 55 57
Other Non-Current Assets 31 162 165 168 172
Total non-current assets 3,878 3,903 3,882 4,003 4,183
Current Assets
Inventories 2,584 3,178 3,533 4,190 4,759
Financial Assets
Investment in Liquid scheme of MF 1,348 4,703 7,703 12,703 19,703
Trade Receivables 2,481 3,833 4,507 5,240 5,950
Cash and Cash Equivalents 1,709 661 5,736 8,024 9,445
Bank Balance other than cash 49 407 407 407 407
Loans 9 6 6 6 6
Other Financial Assets 72 568 568 568 568
Current Tax Assets (net) 0 85 85 85 85
Other Current Assets 317 210 214 218 223
Total current assets 8,673 13,651 22,759 31,440 41,145
TOTAL ASSETS 12,551 17,553 26,641 35,444 45,328
Equity and Liabilities
Shareholder's fund
Equity Share Capital 964 940 940 940 940
Other Equity 5,768 9,708 15,865 23,408 32,071
Total Equity 6,733 10,648 16,805 24,348 33,011
Non-current Liabilities
Long term borrowings 0 0 978 978 978
Lease liabilities 171 262 171 171 171
Provisions 29 36 36 36 36
Other financial liabilities 35 33 34 35 35
Deferred Tax Liabilities (Net) 374 357 357 357 357
Total non-current liabilities 609 689 1,576 1,576 1,577
Current Liabilities
Financial Liabilities
Lease Liabilities 122 148 148 148 148
Trade Payables 4,762 5,685 7,727 8,982 10,200
Other Financial Liabilities 197 192 192 192 192
Other Current Liabilities 104 152 155 159 162
Provisions 21 25 25 25 25
Current Tax Liabilities (net) 3 13 13 13 13
Total current liabilities 5,209 6,216 8,261 9,519 10,740
TOTAL LIABILITIES 5,818 6,905 9,836 11,095 12,317
Total Equity and Liabilities 12,551 17,553 26,641 35,444 45,328

Source: Company, KRChoksey Research
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Supreme Petrochemicals Ltd.
KEY FINANCIALS
Exhibit 2: Profit & Loss Statement
Particulars (INR Mn) FY20 FY21 FY22E FY23E FY24E
Revenue from Operations 27,242 31,852 47,005 54,642 62,049
Other Income 19 213 133 147 162
Total Income 27,362 32,065 47,139 54,789 62,210
Cost of Materials Consumed 16,400 15,979 23,446 27,807 31,581
Purchase of stock-in-trade 7,038 6,899 9,401 11,475 13,030
Excise Duty on Sale of Goods 0 0 (o} (o} 0
Changes in Inventories of Finished Goods and WIP 131 67 940 984 1,055
Employee Benefit Expense 417 457 658 710 869
Other Expenses 1,770 1,761 3,055 2,186 2,358
Total Expenses 26,118 25,554 37,915 43,585 49,320
EBITDA 1,485 6,689 9,505 11,481 13,156
D&A 360 391 415 424 427
Operating Profit 1,125 6,298 9,090 11,057 12,729
Finance Costs 65 73 75 80 86
Other Income 119 213 133 147 162
Profit/Loss Before Tax 1,179 6,438 9,149 1,124 12,804
Income Tax Expenses 152 1,663 2,287 2,781 3,201
Profit/(Loss) for the year 1,027 4,775 6,861 8,343 9,603
Source: Company, KRChoksey Research
Exhibit 3: Cash Flow Statement
Particulars (INR Mn) FY20 FY21 FY22E FY23E FY24E
Net Cash Generated From Operations 1,196 4,347 8,360 8,709 10,051
Net Cash Flow from/(used in) Investing Activities -76 -639 -391 -542 -604
Net Cash Flow from Financing Activities -905 -1,044 106 -880 -1,026
Net Inc/Dec in cash equivalents 216 2,664 8,075 7,288 8,422
Opening Balance 383 1,759 1,067 6,143 8,430
Investment in liquid scheme 1,160 -3,355 -3,000 -5,000 -7,000
Closing Balance Cash and Cash Equivalents 1,759 1,067 6,143 8,430 9,852
Source: Company, KRChoksey Research
Exhibit 4: Ratio Analysis
Key Ratio FY20 FY21 FY22E FY23E FY24E
EBITDA Margin 5.5% 21.0% 20.2% 21.0% 21.2%
Tax rate (%) 12.9% 25.8% 25.0% 25.0% 25.0%
Net Profit Margin (%) 3.8% 15.0% 14.6% 15.3% 15.5%
ROE (%) 15.2% 44.8% 40.8% 34.3% 29.1%
RoCE (%) 14.0% 42.1% 37.3% 32.2% 27.8%
Current Ratio (x) 1.7X 2.2X 2.8x 3.3x 3.8x
EPS (INR per share) 10.6 50.8 73.0 88.7 102.1

Source: Company, KRChoksey Research

ANALYST
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Supreme Petrochemicals Ltd.

25-Jan-22 696 814 BUY

21-0ct-21 690 814 BUY Buy More than 15%
27-Jul-21 726 806 ACCUMULATE Accumulate 5% — 15%
30-Jun-21 744 784 ACCUMULATE

17-Mar-21 434 435 HOLD Hold 0-5%
15-Dec-20 371 375 HOLD Reduce 5%-0
24-Sep-20 236 249 ACCUMULATE

27-Jul-20 182 212 BUY Sell Less than - 5%

ANALYST CERTIFICATION:

I, Kushal Shah (CFA L1, CFP, M.com), Research Analyst, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect
my views about the subject issuer(s) or securities. | 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:
KRChoksey Shares and Securities Pvt. Ltd (hereinafter referred to as KRCSSPL) is a registered member of National Stock Exchange of India Limited and Bombay Stock Exchange Limited.
KRCSSPL s a registered Research Entity vides SEBI Registration No. INH000001295 under SEBI (Research Analyst) Regulations, 2014.

We submit that no material disciplinary action has been taken on KRCSSPL and its associates (Group Companies) by any Regulatory Authority impacting Equity Research Analysis activities.

KRCSSPL 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 analyst covers.
The information and opinions in this report have been prepared by KRCSSPL 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 KRCSSPL. While we would endeavor to update the information herein on a reasonable basis, KRCSSPL is not under any obligation
to update the information. Also, there may be regulatory, compliance or other reasons that may prevent KRCSSPL 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 KRCSSPL policies, in circumstances where KRCSSPL 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. KRCSSPL 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. KRCSSPL 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. Our employees in sales and
marketing team, dealers and other professionals may provide oral or written market commentary or trading strategies that reflect opinions that are contrary to the opinions expressed
herein, .In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

Associates (Group Companies) of KRCSSPL might have received any commission/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 brokerage services or specific transaction or for products and services other than brokerage services.

KRCSSPL or its Associates (Group Companies) have not managed or co-managed public offering of securities for the subject company in the past twelve months.

KRCSSPL encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report.
KRCSSPL 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 KRCSSPL nor Research Analysts have any material conflict of interest at the time of publication of this report.

It is confirmed that, Kushal Shah (CFA L1, CFP, M.com), Research Analyst 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 brokerage service transactions.

KRCSSPL or its associates (Group Companies) collectively or its research analyst do not hold any financial interest/beneficial ownership of more than 1% (at the end of the month immediately
preceding the date of publication of the research report) in the company covered by Analyst, and has not been engaged in market making activity of the company covered by research
analyst.

It is confirmed that, Kushal Shah (CFA L1, CFP, M.com), Research Analyst do not serve as an officer, director or employee of the companies mentioned in the report.

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 KRCSSPL 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 them of and to observe such restriction.

Please send your feedback to research.insti@krchoksey.com
Visit us at www.krchoksey.com

Registered Office:

1102, Stock Exchange Tower, Dalal Street, Fort, Mumbai — 400 001.
Phone: +91-22-6633 5000; Fax: +91-22-6633 8060.
Corporate Office:

ABHISHEK, 5th Floor, Link Road, Andheri (W), Mumbai - 400 053.
Phone: +91-22-6696 5555; Fax: +91-22-6691 9576.
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