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BSE Code 532865 

NSE Code MEGH 

Reuters Ticker MEGH.BO 

Bloomberg Ticker  MEGH IN 

 

Shareholding Pattern (%) 

 Jun-2018 Mar-2018 Dec-2017 

Promoters 50.29 50.39 50.48 

Institutions 4.08 4.25 5.84 

Non-institutions 45.63 45.36 43.67 

Market cap (INR Cr.) 2378 

Outstanding Shares (Cr.) 25.43 

Face Value (INR)  1.00 

Dividend Yield(%) 0.44 

TTM P/E (x) 11.42 

Industry P/E (x) 19.17 

Debt/Equity 0.44 

Beta vs. Sensex    2.25 

52 Week High/ Low (INR) 129.40/62.65 

Avg. Daily Vol. (NSE)/1 yr. 2,599,688 

Stock Scan 

Company Overview  

Meghmani Organics Ltd. (MOL) is an India-based chemical company with 
varied business interests. It has three business segments namely Pigments, 
Agrochemicals and Basic Chemicals. MOL has over 200 MNC pigment 
customers across the globe and over 90 customers in agrochemicals. It has a 
strong global marketing network and has warehouses in Belgium, Uruguay, 
China, Russia, Germany the U.S. Columbia. Its basic chemical business is  
managed by its subsidiary Meghmani Finechem Ltd. (MFL) .This segment has 
seen strong growth with strong demand drivers in place.  
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Q1FY19 - Results Update 

Q1FY19 Key Highlights 

 Revenue for the quarter was up 13.12% YoY to INR476.48 Crore  on 
account of good performance of Basic Chemical segment. However, 
utilization has gone down to 74.6% from 79.2% in the same quarter last 
year. 

 

 Exports accounted for 54% of the total revenue in Q1FY19 as against 50% in 
the same quarter last year. 

 

 EBITDA for the quarter was up 35.95% to INR124 Crore. The corresponding 
Margin came at 26.02% up 624 bps. The purchase of traded goods 
increased 423% to INR25.40 Crore. 

 

 The Adj. PAT was up 77.87% to INR77.07 Crore. The corresponding margin 
was up 588 bps to 16.17%. 

 

 The total comprehensive income after minority interest stood at INR63.84 
Crore, up 94.69% YoY. The corresponding margin increased 562 bps to 
13.41%.The EPS for the quarter came in at INR2.51 as against 1.29 last year 
same quarter. 

Stock vs. Nifty (Relative Returns) 

Source: Company Data, SMIFS Research  

Exhibit 1: Financial Performance at a glance (Consolidated) 

CMP(INR) (As on 20th August 2018) 93.50 

Target Price (INR)                             125 

Upside(%)                        34 

Recommendation   Strong Buy 
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    Particulars (INR Cr ) FY 2016 FY 2017 FY 2018 FY 2019E FY 2020E

Net Sales 1332.1 1419.7 1803.0 2181.0 2777.8

Growth 2.9% 6.6% 27.0% 21.0% 27.4%

EBITDA 260.7 288.9 431.0 506.9 681.5

EBITDA Margin 19.6% 20.4% 23.9% 23.2% 24.5%

Net Profit 82.5 87.7 171.0 217.8 316.3

Net Profit Margin 6.2% 6.2% 9.5% 10.0% 11.4%

EPS 3.23 3.44 6.72 8.57 12.44

BVPS 24.82 28.25 34.23 42.26 54.11

P/E(x) 28.22 26.51 13.56 10.65 7.33

P/BV(x) 3.67 3.23 2.66 2.16 1.69

EV/EBITDA(x) 10.91 9.84 6.60 5.61 4.17

ROAE 18.78% 13.00% 21.52% 22.40% 25.81%

ROACE 24.68% 25.04% 33.68% 28.24% 29.97%
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Meghmani Organics Ltd 

Segment-wise Performance  Highlights– Pigments 

 
 The revenue  from  Pigments this quarter  came flat at  INR143.90 Crore  as 

against INR143.00 Crore in the same quarter last year. 
 
 The EBITDA  from this segment was down 14.35% to INR19.10 Crore. The corre-

sponding margin is also down 232 bps to 13.27%. Profit and margins were im-
pacted as the raw material prices  increased approximately 20% this quarter. Due 
to this the company has reduced their plant capacity as well as the dispatch 
quantity this quarter. 

 
 This quarter the production of pigments has gone down  marginally to 6149 MT 

from 6169MT produced in the last quarter same year. The Capacity Utilization 
has dropped from 79.2% to 74.6% YoY.  

 
 The volume for this quarter has also gone down from 4099 MT to 3623 MT, drop 

of 11.61%. 

Segment-wise Performance  Highlights- Agrochemicals 

 The income  from  Agrochemicals  this quarter  was  up 1.57% YoY to INR160.69 
Crore.  

 
 The EBITDA for the quarter was  also up 38.62% YoY to INR34.10 Crore. The 

EBITDA margin was up 567 bps to 21.22%.  
 
 The production of agrochemicals this quarter has dropped 22.4% to 4048 MT and 

thus  the utilization has also dropped to 57.3% as against 77.7% in the same quar-
ter last year. Utilization declined in the current quarter due to repair and mainte-
nance at one of their plants. 

 
 The Volume thus quarter has also dropped marginally to 4342 MT from 4453 MT 

in the same quarter last year. 

 

Raw material prices of pig-

ments increased 20% this 

quarter. 

 

Utilization declined in the 

current quarter due to re-

pair and maintenance at 

one of their plants. 

Segment-wise Performance  Highlights– Basic Chemicals 

 The income from Basic Chemicals this quarter has increased 43.19% YoY  to 
INR170.97 Crore.  

 
 The EBITDA has increased by 67.26% YoY to INR74.60 Crore. The corresponding 

margin has also increased to 43.63% up by 628 bps. 
 
 The production has remained flat at 40533 MT as against 41375 MT in the same 

quarter last year. The Utilization level has dropped to 86.4% from 88.2% in the 
same quarter last year. 

 
 The Volume sold this quarter has also gone down 4.76% to 37869 MT.  

The realization of caustic 

soda has gone down to 

INR37,000 MT  from 

INR45000 MT in the same 

quarter last year. 
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Meghmani Organics Ltd 

Key Concall Highlights 
 

 About 9-15% of the  total raw materials consumed is sourced from China. The 
raw material prices has gone up because most of the raw materials are crude 
linked. As the crude prices increased the raw material cost also increased for 
the company. 

 

Segment-wise Performance and Outlook 
 
Pigments:  
 
 The raw material prices of pigments has increased 20% this quarter. However 

the company could not pass it to the customers as the company has 80% ex-
posure in the export markets. However, the company expects that from the 
next quarter onwards it will be able to pass  the hike in prices. 

 
 In the  coming quarters the company  has booked good number of orders for 

pigments. The company sees revenue growth of 15-17% this year for pig-
ments. 

 
Agrochemicals: 
 
 In agrochemicals the company could pass on the price hike of raw material to 

the customers. There were better realization. 
 
 In branded agrochemicals, the company has done a sales of INR40 Crore this 

quarter. Last year the company made a sales of INR80 Crore and this year the 
company is targeting INR120 Crore and INR200 Crore in the year after that. 
Margin from formulation business is 15-18%. 

 
 Company expects utilization of 77% for the full year. 
 
Basic Chemicals: 
 
 This quarter, the realization of caustic soda  was INR37,000/MT as compared 

to INR45,000/MT in the comparable period last year. Going forward, the real-
izations is expected to remain in this range of INR37,000-38,000 per MT. 

 
 Chlorine realization is positive now and is expected to remain positive going 

forward. 
 
 Chloromethane plant will be commissioned by December. Chloromethanes 

have output of three products MDC, chloroform and CTC, and in order to 
achieve the right product mix the company will take three months to stabi-
lize. once they establish the CMS plant, they can ramp it up to the utilization 
of 80%. 

 

 MOL  expects INR1000 Cr revenue from each segment by FY21. 
 

 The effective tax rate for the company is somewhere between 25-27%. 

 

About 9-15% of the  total 

raw materials consumed is 

sourced from China. 

 

In the  coming quarters the 

company  has booked good 

number of orders for pig-

ments.  

 

In Agrochemicals, there 
were better realization this 

quarter. 

 

MOL  is expecting INR1000 

Cr revenue from each seg-

ment by FY21 
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Meghmani Organics Ltd 

Key Concall Highlights 

 

CapEx and Borrowing Plan 
 
 As on March 2018, total debt of MOL stood at INR385 Crore. And going for-

ward the debt will remain at INR300 Crore. The debt will get repaid and no 
additional debt will be  taken for MOL. For MFL for the CapEx of INR650 Crore 
how much debt will be raised is not yet decided by the management. 

 
 The short term debt of MOL is because the company is a net exporter so they 

are using foreign currency credit.  
 
 Out of the INR650 Crore, the Company has spent INR175 Crore till now. This  

INR175 Crores invested in MFL is through internal accruals. The company  has 
not drawn any debt so far for MFL 

 
 After the capex is done the debt of the company may go up to INR700 Crore 

from the current INR300 Crore. 
 
 For Agro and Pigments, the company has capex plans but they are  waiting to  

receive environment clearance to start their work. 
 

 

Out of the INR650 Crore 

CapEx , the Company has 

spent INR175 Crore till now 

 

MOL may borrow INR400 

Crore for the INR650 Crore 

CapEx plan 

Actual v/s Estimate 

Net Sales 476.48 569.2 -16.29%

EBITDA 123.99 145.20 -14.61%

EBITDA margin(%) 26.02% 25.51% 51 bps

Net Profit 77.07 74.9 2.90%

Net Profit margin(%) 16.17% 13.16% 301 bps

SMIFS Estimates (INR Cr.) Actual Remarks

Net Profit came flat and margins lower than estimates due to 

higher anticipated rise in raw material cost.

SMIFS Estimates Variance (%)

Volumes were impacted due to lower utilization on account of  

plant shut down.

EBITDA was anticipated to be higher due to higher estimate of 

revenue. EBITDA margins came flat as compared to our 

estimates as we anticipated rise in raw material costs in 

agrochemical business. However the hike in raw material price 

were passed on to customers however pigments business saw 

20% rise in cost of raw materials.
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Meghmani Organics Ltd 

Exhibit 2: Financial Performance (Consolidated) 

Exhibit 3: Segment Finance (Consolidated) 

Source: Company Data, SMIFS Research 

Source: Company Data, SMIFS Research 

Q1 FY19 Q1 FY18 YoY % Q4 FY18 QoQ %

Net sales 476.48 421.22 13.12% 471.02 1.16%

Cost of materials consumed 243.22 224.19 8.49% 226.75 7.26%

Purchase of stock-in trade 25.4 4.85 423.71% 7.02 261.82%

(Increase)/decrease in inventories -39.24 -9.32 321.03% -20 96.20%

Employee benefit expense 21.53 16.86 27.70% 40.71 -47.11%

Other expenses 101.58 93.42 8.73% 96.58 5.18%

Total Expenses 352.49 330.00 6.82% 351.06 0.41%

EBITDA 123.99 91.22 35.92% 119.96 3.36%

EBITDA margin (%) 26.02% 21.66% 436 bps 25.47% 55 bps

Other income 14.14 4.48 215.63% 13.75 2.84%

Depreciation & amortization 24.29 23.02 5.52% 23.76 2.23%

EBIT 113.84 72.68 56.63% 109.95 3.54%

EBIT Margin (%) 23.89% 17.25% 664 bps 23.34% 55 bps

Interest cost 13.45 10.66 26.17% 9.18 46.51%

Exceptional items 0.00 0.00 0.00% -1.13 -100.00%

Profit before tax 100.39 62.02 61.87% 99.64 0.75%

PBT margin (%) 21.07% 14.72% 635 bps 21.15% (8) bps

Tax 23.32 18.68 24.84% 22.73 2.60%

Adj. Profit after tax 77.07 43.34 77.83% 76.91 0.21%

PAT margin (%) 16.17% 10.29% 588 bps 16.33% (16) bps

Other comprehensive income 0.18 -0.08 -317.20% 0.44 59%

Total Comprehensive income 77.25 43.26 78.59% 77.35 -0.13%

Non-Controlling Interest 13.41 10.45 28.29% 26.79 -49.93%

PAT after Non-Controlling Interest 63.84 32.80 94.62% 50.56 26.26%

EPS(Basic and Diluted) 2.51 1.29 94.62% 1.99 26.26%

Particulars (in INR Crore)
Quarter Ended

Revenue:  ( Ex. excise duty including intersegment sales 

Q1 FY19 Q1 FY18 YoY % Q4 FY18 QoQ %

Revenue*

Pigments 143.90 143.00 0.63% 142.7 0.84%

Agrochemicals 160.69 158.20 1.57% 129.9 23.70%

Basic Chemicals 170.97 119.40 43.19% 199.4 -14.26%

EBITDA

Pigments 19.10 22.30 -14.35% 21.7 -11.98%

Pigment margin(%) 13.27% 15.59% (232) bps 15.21% (194) bps

Agrochemicals 34.10 24.60 38.62% 7.6 348.68%

Agrochemicals margin(%) 21.22% 15.55% 567 bps 5.85% 1537 bps

Basic Chemicals 74.60 44.60 67.26% 93.6 -20.30%

Basic Chemicals margin(%) 43.63% 37.35% 628 bps 46.94% (331) bps

Particulars (in INR Crore) 
Quarter Ended



6 

Meghmani Organics Ltd 

Valuation: 
 
We value the company on the basis of weighted average of DCF, EV/EBITDA and P/E . 

Post its major Capex the company is expected to generate huge cash flow. Based on discounted cash flow we arrived at a 

price of INR117 (considering the WACC to be 21% and terminal growth rate of 3.5%). We assigned weight of 35% to this 

method.  

On the basis of EV/EBITDA, we assigned a multiple of 5.5x times to its FY20 EBITDA and arrived at a price of INR127. We 
assigned a weight of 35% to this method. 
 

On the basis of P/E, we assigned a multiple of 10.5x times to its FY20 EPS and arrive at a price of INR131. We assigned a 

weight of 30% to this method also. 

Finally on the basis of weighted average, of the three methods we arrive at a price target of INR125.  

The outlook for the company remains strong for the upcoming years, backed by the aggressive expansion plans taken up 

by the company in the past few years and positive market condition.  The diversified business model of the company 

shields the companies earnings  from any unfavorable situation. The company has robust executional capabilities and with 

the increased utilization and demand for its products it will continue to hold a strong position in the Indian chemical 

industry. However, the softening of caustic soda prices and increase in raw material prices of pigments and other chemicals 

due to volatility in crude oil prices may impact the company’s performance.  With this, we cut the  target price to INR125 

from INR140, maintaining the “Strong Buy ” rating.  

Please find below the link of our previous report below: 

 

Date:27th April , 2018                                                              CMP: INR98.2                                                     Target:INR140  
 

 

https://www.smifs.com/files/reports/636604491981525638_SMIFS%20Research_Initiating%20Coverage%20Report-Meghmani%

20Organics%20Ltd.pdf 

 

 

Date: 29th May, 2018                                                                 CMP: 97.25                                                              Target: INR140 

 

https://www.smifs.com/files/reports/636633875285157701_SMIFS%20Research-Meghmani%20Organics%20Limited%20Q4FY18%

20and%20FY18%20Result%20Analysis.pdf 
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Disclaimer 

Any document, including this report, which is prepared by the research team of Stewart & Mackertich Wealth Management Ltd. (SMIFS) is circulated for 
the purpose of information only to the intended recipient and should not be replicated or quoted or    circulated to any person/corporate or legal entities in 
any form. This document/ documents/ reports/ opinion should not be interpreted as an Investment/ taxation/ legal advice. While the information 
contained in the report has been procured in good faith, from sources considered/ believed to be reliable, all/ part of the statement/ statements/ opinion/ 
opinions/ view/ views in the report may not be considered to be complete or accurate. Therefore, it should only be relied upon at the recipients own risk.  
 
Research Analysts/ Economists/ Advisors/ Investment Strategists or any other spokes persons of the company (SMIFS) are often sought after for 
expressing their views on print/ electronic/ web media. The views expressed are purely based on their assumption/ understanding on fundamental 
approach/ technical and historic facts on the subject. The views expressed should not be construed as an offer to buy/ sell or hold equity/ commodity/ 
currencies or their derivatives. The views/ opinions expressed is for information purpose only, and may change due to underlying factors, related or 
unrelated or other market conditions and may or may not be updated.  
 
Stewart & Mackertich Wealth Management Ltd, its subsidiaries, or any of its directors, employees, agents, and representatives shall not be liable for any 
damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the 
use of the information/ research reports/ opinions expressed.  
 
Disclosure: Clients/ associates of SMIFS Group may be holding positions in equities or their derivatives on which the research report is made or opinion is 
formed or views are expressed in print or electronic media. We ensure all compliance is adhered to with this report/ reports/ opinion or views expressed. 
 
Analyst ownership of the stock – NIL  
Analyst’s dependent relatives’ ownership in the stock – NIL  
 
Analyst Certification: The matter related to the report has been taken from sources believed reliable and the views expressed about the subject or issues in 
this report accurately reflect the personal views of the analyst/ analysts. Stewart & Mackertich Wealth Management Ltd. does not compensate partly or in 
full, directly or indirectly, related to specific recommendations or views expressed by the research analysts/ market strategists/ Portfolio Managers.  
 
REGISTRATION as required under SEBI (Research Analyst) Regulation 2014 has been granted by Securities & Exchange Board of India (SEBI), registration 
number being INH300001474.  
 
Stewart & Mackertich Wealth Management Ltd. 
Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India. 
Tel.: +91 33 6634 5408 /, Fax: 91 33 22893401 
 
Website: www.smifs.com 
 
For queries related to compliance of the report, please contact:  
- Sudipto Datta, Compliance Officer  
Contact No.: +91 33 66345414 / 4011 5414  
Email Id.: compliance@smifs.com / sudipta@smifs.com 
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