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PCBL

Margins improve on better product mix

Summary

PCBL's Q1FY24 sales volumes were slightly below our estimates. Its volumes
grew 13% YoY to 123 kt (+3% QoQ). Importantly, its gross profit/tonne
increased 11% QoQ to Rs32,345/tonne amidst higher volumes, especially
specialty volumes (+19% YoY to 12 kt). Even EBITDA/tonne was higher by 4%
QoQ to Rs17,381 due to enhancement in operating efficiencies and better
product mix. Overall EBITDA increased by 4% YoY to Rs2.1 bn (+7% QoQ). The
company foresees improvement in domestic demand on the back of improvement
in auto sales, easing of supply chain issues and improving economic activities in
coming quarters. We raise our FY24/25 EBITDA estimates by 19%/11% to account
for better than expected margins in Q1FY24. We now value the stock at a PER of
11x FY25E (earlier 9x) EPS and derive a target price of Rs215 (earlier Rs152).

Key Highlights and Investment Rationale

B Export volumes jump: During the quarter, domestic sales volumes were
higher by 7% YoY to 82 kt while export volumes increased by 26% YoY to 41 kt
due to overall strong demand in the overseas markets.

B Projects update: The production ramp up of 150 kt Tamil Nadu plant is
expected to occur in coming quarters (currently 40% capacity operational).
The company has commissioned first phase of the Mundra plant - 20,000
mtpa out of the planned 40,000 mtpa.

B Outlook: PCBL continues to focus on ramping up its newly set up 150 kt plant,
improving its operating efficiencies and enriching its product mix. Going ahead,
we expect its margins to improve from current level led by rising share of
specialty volumes. We expect PCBL’s EBITDA/net profit to grow at a CAGR of
23%/29% over FY23-25.
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Key Stock Data

Rs163  Bloomberg /Reuters PCBLIN /PHIL.BO

Potential upside/downside 32%  Sector Chemical & Fertilizers
Price Performance (%) Market cap. (Rs mn) 61,526
-1m 3m  -12m 3-m daily average value (Rs mn) 25.4

Absolute 163 431 419 S2-weekhigh/low Rs178 /108
Rel to Sensex 11.9 344 216 Sensex/Nifty 65,394 / 19,384
EPS (Rs) FY24E FY25E Promoters 51.4
IDBI Capital 16.1 19.6 Fll 6.3
Consensus 13.6 16.0 DIl 7.4
% difference 184 223 Public 34.9
Financial snapshot (Rs mn)
Year FY21 FY22 FY23 FY24E FY25E
Revenue 26,595 44,464 58,739 59,246 62,572
Change (yoy, %) (18) 67 32 1 6
EBITDA 5,085 6,334 7,263 9,820 11,195
Change (yoy, %) 10 25 15 35 14
EBITDA Margin(%) 19.1 14.2 12.4 16.6 17.9
Adj.PAT 3,124 4,271 4,444 6,071 7,385
EPS (Rs) 8.3 11.3 11.8 16.1 19.6
Change (yoy, %) 11 37 4 37 22
PE(x) 15.9 11.6 11.2 8.2 6.7
Dividend Yield (%) 2.4 3.8 4.2 4.6 53
EV/EBITDA (x) 10.5 8.8 7.7 5.7 4.6
RoE (%) 17.3 18.8 16.4 20.2 21.5
RoCE (%) 14.6 15.7 15.7 20.7 22.1

Source: IDBI Capital Research
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Exhibit 1: Quarterly Snapshot (Rs mn)
Financial snapshot Q1FY24 Q4FY23 QoQ (%) Q1FY23 YoY (%)
Net sales 12,973 13,738 (5.6) 14,091 (7.9)
Expenditure 10,862 11,899 (8.7) 12,143 (10.5)
EBITDA 2,139 1,999 7.0 2,060 3.9
EBITDA margin (%) 16.5 14.6 194bps 14.6 187bps
Other income 29 160 (82.0) 112 (74.3)
Interest 176 186 (5.6) 89 98.5
Depreciation 346 335 3.3 374 (7.6)
PBT 1,618 1,478 9.4 1,605 0.8
Tax 437 460 (5.0) 346 26.5
PAT 1,181 1,018 15.9 1,259 (6.2)
Diluted EPS (Rs) 3.1 2.7 15.9 33 (6.2)

Source: Company; IDBI Capital Research

Exhibit 2: Actual vs. Estimates (Rs mn)

Q1FY24E Q1FY24A Variance (%)
Net sales 14,871 12,973 (12.8)
EBTIDA 2,228 2,139 (4.0)
EBITDA margin (%) 15.0 16.5 151bps
PAT 1,348 1,181 (12.4)
Diluted EPS (Rs) 3.6 3.1 (12.4)

Source: Company; IDBI Capital Research
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Exhibit 3: Volumes higher by 13% YoY Exhibit 4: EBITDA/tonne increased 4% QoQ
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Exhibit 5: Specialty volumes improve 195 YoY Exhibit 6: EBITDA increased by 7% QoQ
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Exhibit 7: Change in estimates

(%) Chg (%) Chg
Revenue (Rs mn) 55,036 59,246 7.6 63,976 62,572 (2.2)
EBITDA (Rs mn) 8,257 9,820 18.9 10,106 11,195 10.8
EBITDA margin (%) 16.7 16.7 Obps 15.8 17.9 209bps
Net profit (Rs mn) 5,314 6,071 14.2 6,757 7,385 9.3
EPS (Rs) 14.1 16.1 14.2 17.9 19.6 9.3

Source: Company; IDBI Capital Research
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Conference call highlights

In Q1 FY24, the company reported a sales volume of 123,086 MT, representing a 3% QoQ increase and a
13% YoY increase. The domestic volume stood at 82,274 MT, growing by 3% QoQ and 7% YoY, while the
export volume reached 40,812 MT, indicating a 3% QoQ increase and a 26% YoY increase.

Segment-wise volumes for Q1 FY24 were as follows: 82,737 MT for tyres, 28,569 MT for performance
chemicals, and 11,780 MT for specialty chemicals.

The tyre segment contributes to 65% of the total volume, followed by performance chemicals at 23% and
specialty chemicals at 10%. Within the tyre segment, 90% is spot sales, while specialty chemicals account
for 2-3%.

The company stated that the demand for tyres has been increasing due to strong momentum in the OEM
segment and improvement in replacement demand.

Power generation in Q1FY24 increased by 8% YoY to 156 MU, while power export volumes grew by 11%
YoY to 98 MU. The average realization was Rs3.79/kilo wt in Q1FY24, down from Rs3.99/kilo wt in Q1FY23.

The company has witnessed an increasing demand for specialty black with new customer additions. In
Q1FY24, specialty black volumes increased by 19% YoY to 11,780 MT.

The imposition of sanctions on Russia has benefited the carbon black industry in India. The company sees
significant demand from the European market, and Southeast Asia is also a substantial market for the
company.

India has become a net exporter of carbon black, with imports decreasing from 2 lakh tn to less than 1 lakh

tn, while exports have reached 2 lakh tons. Majority of exports are directed towards the Middle East.

The company expects the TN facility to break even at 45% capacity utilization once all remaining lines and
co-generation power plants are commissioned.

Capacity utilization for specialty black at Mundra will provide 15,000-16,000 tonnes, and the existing
capacity will yield 47,000-48,000 tonnes. The total capacity is expected to be around 63,000-64,000
tonnes, with additional lines becoming operational in May-June of the following year.
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B The company targets 50,000 tonnes for specialty chemicals in FY24.

B The company has guided for a tax rate of 25-26% for FY24. Once the Chennai plant is fully operational, it
will be subject to a 17% tax rate.

B Net debt has decreased by 0.5 billion this quarter.
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Financial Summary

Profit & Loss Account

Year-end: March
Net sales
Change (yoy, %)
Operating expenses
EBITDA
Change (yoy, %)
Margin (%)
Depreciation
EBIT
Interest paid
Other income
Pre-tax profit
Tax
Effective tax rate (%)
Minority Interest
Net profit
Exceptional items
Adjusted net profit
Change (yoy, %)
EPS
Dividend per share

Dividend Payout (%)

FY20
32,435
(8)
(27,829)
4,607
(26)
14.2
(924)
3,683
(448)
241
3,476
(674)
19

2,803
2,803
(28)

7.4

86

FY21 FY22 FY23 FY24E
26,595 44,464 58,739 59,246
(18) 67 32 1
(21,510)  (38,131)  (51,476)  (49,427)
5,085 6,334 7,263 9,820
10 25 15 35
19.1 14.2 12.4 16.6
(1,101) (1,209) (1,366) (1,404)
3,984 5,125 5,897 8,416
(236) (69) (434) (610)
158 267 388 333
3,905 5,323 5,851 8,138
(781) (1,052) (1,407) (2,067)
20 20 24 25
3,124 4,271 4,444 6,071
3,124 4,271 4,444 6,071
11 37 4 37

8.3 11.3 11.8 16.1

3 5 6 6

39 44 47 37

(Rs mn)

FY25E
62,572
6
(51,378)
11,195
14

17.9
(1,474)
9,720
(240)
366
9,847
(2,462)
25

7,385
7,385
22

19.6

36
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Balance Sheet
Year-end: March
Shareholders' funds
Share capital
Reserves & surplus
Total Debt
Other liabilities
Curr Liab & prov

Current liabilities
Provisions
Total liabilities

Total equity & liabilities

Net fixed assets
Investments

Other non-curr assets
Current assets

Inventories

Sundry Debtors

Cash and Bank

Loans and advances

Other current assets

Total assets

FY20
16,917
345
16,572
5,447
3,612
6,982
6,982
16,040
32,957

18,150
3,797
11,009
3,262
5,882
1,107
7

752
32,957

Fy21
19,272
345
18,927
5,617
3,710
8,503
8,503
17,830
37,101

18,718
3,891
14,492
4,448
7,075
2,190
167
612
37,101

FY22
26,049
378
25,672
6,840
3,676
10,990
10,196
793
21,506
47,555

19,426
6,296
21,833
6,039
11,051
1,087
6
3,650
47,555

FY23
28,196
378
27,819
6,930
3,350
11,686
10,864
822
21,966
50,162

21,456
11,441
17,265
4,858
11,078
421

5

904
50,162

FY24E
32,002
378
31,625
6,930
3,953
15,366
14,544
822
26,249
58,251

22,655
11,441
24,155
8,116
14,139
991

5

904
58,251

(Rs mn)
FY25E
36,745
378
36,367
4,430
3,953
16,106
15,283
822
24,488
61,233

23,181
11,441
26,612
8,572
14,932
2,199
5

904
61,233
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Cash Flow Statement
Year-end: March
Pre-tax profit
Depreciation
Tax paid
Chg in working capital

Other operating activities

Cash flow from operations (a)

Capital expenditure
Chg in investments
Other investing activities

Cash flow from investing (b)

Equity raised/(repaid)
Debt raised/(repaid)
Dividend (incl. tax)

Chg in monorities

Other financing activities

Cash flow from financing (c)

Net chg in cash (a+b+c)

FY20
3,476
924
(692)
173

3,881
(2,380)

(494)

(2,874)

(1,810)
(2,412)

(4,222)

(3,214)

Fy21
3,905
1,101
(615)

358

4,750

(1,669)
(94)

(1,763)

170
(1,206)

(1,036)

1,951

FY22
5,323
1,209

(1,004)

(2,919)

2,609

(1,917)
(2,405)

(4,322)

4,000
1,223
(1,887)

3,336

1,623

(Rs mn)
FY23 FY24E FY25E
5,851 8,138 9,847
1,366 1,404 1,474
(1,597) (2,067) (2,462)
1,852 (2,639) (510)
7,473 4,836 8,350

(3,397) (2,603) (2,000)
(5,145) - -

(8,541) (2,603) (2,000)

90 - (2,500)

(2,076) (2,265) (2,642)

(1,986) (2,265) (5,142)

(3,055) (33) 1,207
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Financial Ratios

Year-end: March FY20 FY21 FY22 FY23 FY24E FY25E

Book Value (Rs) 45 51 69 75 85 97
Adj EPS (Rs) 7.4 8.3 11.3 11.8 16.1 19.6
Adj EPS growth (%) -28 11 37 4 37 22
EBITDA margin (%) 14.2 19.1 14.2 12.4 16.6 17.9
Pre-tax margin (%) 10.7 14.7 12.0 10.0 13.7 15.7
Net Debt/Equity (x) 0.3 0.2 0.2 0.2 0.2 0.1
ROCE (%) 14.1 14.6 15.7 15.7 20.7 22.1
ROE (%) 16.8 17.3 18.8 16.4 20.2 21.5
DuPont Analysis
Asset turnover (x) 1.0 0.7 1.1 1.1 1.1 1.1
Leverage factor (x) 2.0 2.0 1.7 1.6 1.5 1.5
Net margin (%) 8.6 11.7 9.6 7.6 10.2 11.8
Working Capital & Liquidity ratio
Inventory days 37 61 50 30 50 50
Receivable days 66 97 91 69 87 87
Payable days 55 100 87 67 97 99
Valuations
Year-end: March FY20 FY21 FY22 FY23 FY24E FY25E
PER (x) 17.7 15.9 11.6 11.2 8.2 6.7
Price/Book value (x) 2.9 2.6 1.9 1.8 1.6 1.4
EV/Net sales (x) 1.7 2.0 1.2 1.0 0.9 0.8
EV/EBITDA (x) 11.7 10.5 8.8 7.7 5.7 4.6
Dividend Yield (%) 4.8 2.4 3.8 4.2 4.6 53

Source: Company; IDBI Capital Research
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Disclaimer

This report has been published by IDBI Capital Markets & Securities Ltd.(hereinafter referred to as “IDBI Capital”) for private circulation. This report should not be reproduced or copied or made available to others. No person associated with IDBI Capital is obligated to call or
initiate contact with you for the purposes of elaborating or following up on the information contained in this report. The information contained herein is strictly confidential and meant for 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 the prior written consent of IDBI Capital.

Recipients may not receive this report at the same time as other recipients. IDBI Capital will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is from the public domain or sources believed to be reliable, but we do not make any representation or warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. While reasonable care has been taken to
ensure that information given is at the time believed to be fair and correct and opinions based thereupon are reasonable, due to the very nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such. In so far
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This report is for information only and has not been prepared based on specific investment objectives. The securities discussed in this report may not be suitable for all investors. Investors must make their own investment decision based on their own investment objectives,
goals and financial position and based on their own analysis.

Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading decisions that the recipient makes, including but not limited to loss of capital.
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