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BSE Code 522205  

NSE Code PRAJIND 

Reuters Ticker PRAJ.BO 

Bloomberg Ticker  PRAJ.IN 

 CMP (INR) (As on 9th Nov 2018) 108.8 

Previous Target (INR)                     156 

Current Target (INR) 156 

Upside(%)                        44 

Recommendation   Strong Buy 

Shareholding Pattern (%) 

 Sep-2018 June-2018 Mar-2018 

Promoters 33.23 33.23 33.33 

Institutions 31.85 31.44 31.92 

Non-institutions 34.93 35.33 34.75 

Market cap (INR Cr.) 1961.28 

Outstanding Shares (Cr.) 18.15 

Face Value (INR)  2.00 

Dividend Yield(%) 1.48 

TTM P/E (x) 42.69 

Industry P/E (x) 23.81 

Debt/Equity - 

Beta vs. Sensex    1.15 

52 Week High/ Low (INR) 131.5/72.5 

Avg. Daily Vol. (NSE)/1 yr. 16,94,220 

Stock Scan 

Company Overview  

Praj Industries Ltd is engaged in the business of process, designing & project 

engineering services. Under the Bio-Energy, the company delivers know how, 

engineering design, & equipments, project management etc. for setting up bio-

energy plants. Engineering segment includes Waste Water treatment, Brewery 

and Critical Process Equipment systems. Hi-Purity Systems engaged in 

providing solution to the Pharmaceutical sector for Water Purification, Storage 

and Distribution System.  

Praj Industries commands around 70% market share in Bio-Energy business in 

India and is the only dominant player along with ISGEC ltd. Globally, Praj 

competes with other dominant player like Clariant, Chempolis and other 

Brazilian players. 

Sector: Capital Goods  
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Q2 FY19 - Results Update 

Key Highlights 

Net Revenue increased by 21% YoY to INR251 cr, EBITDA witnessed a massive 
growth of 152% YoY to INR16.9 cr and Net Income almost doubled YoY to 
INR8.9 cr. 
 
EBITDA margin expanded by 351 bps to 6.7% in Q2FY19 on the back of better 
cost control in Employee cost and in Other Expenses. The company improved 
its margin by 500 bps on these two cost factors but lost around 150 bps due to 
increase in cost of materials. 
 
Net Income margin saw 128 bps expansion but lower than the expansion in 
EBITDA margin which was due to Exchange loss and higher tax expense. 
 
The company holds a high cash & investment balance of INR263 cr as on 30th 
Sep 2018. 
 
The company's Other Current Liabilities which constitutes mainly of advance 
taken from customers, has increased from INR187.15 cr in Mar-18 to 
INR264.68 cr in Sep-18. 

Stock vs. Sensex (Relative Returns) 

Source: Company Data, SMIFS Research  

Exhibit 1: Financial Performance at a glance (Consolidated) 
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Particulars (INR Cr) FY17 FY18 FY19E FY20E FY21E 

Net Sales 915 917 1055 1366 1511 

Growth % -10.6% 0.2% 15.1% 29.5% 10.6% 

EBITDA 69 52 84 157 185 

EBITDA Margin (%) 7.5% 5.6% 8.0% 11.5% 12.2% 

Net Profit 45 40 63 117 142 

Net Profit Margin (%) 4.9% 4.3% 6.0% 8.6% 9.4% 

EPS 2.46 2.18 3.48 6.46 7.82 

BVPS 39.21 40.12 41.10 42.90 45.08 

P / E (x) 43.9 49.6 31.1 16.7 13.8 

P / BV (x) 2.8 2.7 2.6 2.5 2.4 

ROE (%) 6.5% 5.5% 8.6% 15.4% 17.8% 

ROCE(%) 6.5% 5.5% 8.6% 15.4% 17.8% 
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Praj Industries Limited 

Key Highlights contd. 

Order book backlog expanded to INR900 cr in Q2FY19 as against INR755 cr in 
Q2FY18. Order inflow for the Q2FY19 stood at INR338 cr of which 76% is from 
Domestic market which was as per expectations on the back of spur in set up/
expansion in distillery capacity by Sugar companies. 

Exhibit 2: Financial Performance                INR Cr. 

Actual v/s Estimate 

Source: Company Data, SMIFS Research  

Source: Company Data 

Quarter ended Sep-18 Jun-18 Mar-18 Dec-17 Sep-17 Jun-17

Order Inflow Breakup

Oder Inflow (INR Cr.) 338 328 375 251 245 165

Ethanol (%) 55% 72% 61% 42% 28% 32%

Non Ethanol (%) 45% 28% 39% 58% 72% 68%

Revenue Break Up

Revenue (INR Cr.) 251.0 191.6 274.5 248.3 207.9 192.8

Ethanol (%) 43% 45% 50% 42% 59% 50%

Non Ethanol (%) 57% 55% 50% 58% 41% 50%

Q2FY19 Q2FY18 YoY(%) Q1FY19 QoQ(%) H1-19 HY-18 YoY(%)
Net Revenue 251.0 207.9 21% 191.6 31% 442.6 393.8 12%

COGS 132.5 106.3 25% 93.0 43% 225.4 196.8 15%

Employee benefit expenses 41.2 38.3 8% 39.7 4% 81.0 74.9 8%

Other expenses 60.4 56.6 7% 54.6 10% 115.0 114.4 0%

EBITDA 16.9 6.7 152% 4.3 297% 21.2 7.7 176%

EBITDA Margin 6.7% 3.2% 351bps 2.2% 452bps 4.8% 2.0% 284bps

Depreciation & Amortisation 6.0 6.1 -3% 5.9 0% 11.9 11.9 0%

Other Income 5.1 2.5 104% 3.4 50% 8.5 5.6 53%

Exchange (Gain)/Loss 3.1 -3.1 -202% -2.96 -205% 0.2 -5.5 -103%

EBIT 13.0 6.1 111% 4.7 176% 17.7 6.9 157%

Finance Cost 0.1 0.3 -57% 0.22 -45% 0.3 0.5 -35%

PBT 12.9 5.9 119% 4.5 187% 17.3 6.3 173%

Tax Expense 3.9 1.1 250% 1.0 296% 4.9 1.2 309%

PAT 8.9 4.7 89% 3.5 156% 12.4 5.1 141%

PAT Margin 3.6% 2.3% 128bps 1.8% 174bps 2.8% 1.3% 150bps

EPS 0.5 0.3 89% 0.19 156% 0.7                0.3                141%

Particulars
Quarter Ended (Consolidated) Half Year Ended

Stewart & Mackertich Estimates

Particulars Actual Estimates Variance

Net Revenue 251.0 230.8 8.8%

EBITDA 16.9 8.7 95%

EBITDA margin(%) 6.7% 3.8% 299bps

Net Income 8.94 6.6 35.5%

Net Income margin (%) 3.6% 2.9% 70bps

Remarks

Higher than expected execution rate 

led to higher revenues. Also tight 

control on Employees cost and Other 

expenses gave us positive surprise on 

EBITDA margin.

Q2FY19 INR Cr.
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Praj Industries Limited 

Concall highlights 

 The order execution for this quarter was higher and going forward the 
execution rate would be better than Q2FY19. 

 

 Out of 114 projects, 88 projects are for expansion of distilleries which 
constitutes 30% of total domestic capacities. The chunk of orders from these 
projects would come from Q3FY19 onwards. 

 The order inflow in non-ethanol segment has declined compared to Q2FY18 
because of higher traction in the Bio-energy segment. However, the company 
expects strong growth by year end.  

 

 The Brewery segment is witnessing high traction and is expected to post 
double digit growth in upcoming quarters. 

 The company has sufficient current capacity to meet the growing demands 
upto end of FY20 without any additional capex. 

 

 As on 30th Sep 2018, the current amount of advances received is INR214 cr 
and Unbilled revenue is around INR40-50 cr. 

 

 The tax rate was higher in Q2FY19 due to higher deferred taxes on account of 
an uncertainty in a revenue item. The management has guided a tax rate of 
25% for the upcoming years. 

 

 The overall margin in Q2FY19 is lower compared with the company’s high 
margin levels of 16-17%. This is due to the sales mix in Q2FY19 where 
domestic Bio-energy orders were higher. The 16-17% margin was achieved 
when the company had higher proportion in Export and Soft Engg orders. 

 

 Hi-Purity Business has remained flat/ slightly negative due to the slowdown in 
Pharma sector. However, the recent shift of API from China to India would 
create opportunities for Pharma Industry and eventually for Hi-Purity 
business. 

 

 The on-going 2G project with OMC’s is progressing well. The company has 
completed the designing phase and the next phase CPE orders are expected to 
initiate soon. 

 

 On the export front, there is a high skew of 1G orders coming from the high 
demand in South East Asia, parts of Europe and South America. 

 

 The Compressed Bio-gas energy plant as of now is at very nascent stage and 
expected to materialize not anytime sooner. As of now this looks like a bigger 
opportunity than ethanol story. 

Out of 114 projects,  
88 projects are for ex-
pansion of distilleries. 
The chunk of orders 
from these projects 
would come from 
Q3FY19 onwards. 

The tax rate was  
higher in Q2FY19 due 

to higher deferred  
taxes. The manage-

ment has guided a tax 
rate of 25% for the  

upcoming years. 

The on-going 2G  
project with OMC’s is 
progressing well. The 

company has complet-
ed the designing phase 
and the next phase CPE 
orders are expected to 

initiate soon. 
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Praj Industries Limited 

Outlook & Valuation 

Considering all the points Praj is well poised to exploit the incremental opportunity in the Bio-Energy segment and also from 

the transformation of 1G to upcoming 2G. The company is already working with domestic OMC’s to set up 2G ethanol 

refineries. Moreover, OMC’s for the first time have tendered ethanol procurement of 48.5 crore litres from ‘B’ heavy 

molasses and 1.84 crore litres from sugarcane juice. As per the industry, around 120 mills have submitted applications to set 

up/expand distillery capacities and out of those more than 88 applications have been approved by the Govt.   

According to ISMA, despite lower sugar production for SY18-19, sugar inventory to notch up to 11.2-12.7 million tonnes which 

is higher than normal stock requirement of 2-3 months. This could enable the sugar mills to produce more ethanol from ’A’ 

Grade and ’B’ Grade molasses to curb their excess inventory. We expect a high order growth number in Bio-energy segment  

to come in the next couple of quarters. Globally many countries are also shifting towards higher ethanol blending mandate 

which could keep export orders strong fro Praj.  

Engineering business is also to witness healthy traction from the Brewery and ZLD systems. The company is already in process 

of supplying Critical Process Equipments to OMC’s.   

Historically, the stock traded in the higher range of 30-40x Fwd P/E. Given the high market share in the Domestic market and 

strong financials we believe valuation rating to expand from the current lower range.  

We maintain our previous target price of INR156  with an “Strong Buy” rating by assigning a multiple of 20x  to FY21E EPS 

of INR7.8.  

 

Please find below the link of our previous report: 

 
Date: 9th Oct 2018     CMP:  102   Target Price: INR156 
 
https://www.smifs.com/files/reports/636747614153187249_Stewart%20&%20Mackertich%20Research_A%20Report%
20on%20Sugar%20Industry.pdf 

Particulars 
FY19E FY20E FY21E 

Revised Old Change Revised Old Change Revised Old Change 

Net Revenue 1055 1055 0% 1366 1420 -3.8% 1511 1599 -5.5% 

EBITDA 84.4 68.0 24.0% 157 144 8.8% 185 178 3.7% 

EBITDA margin (%) 8.0% 6.4% 155bps 11.5% 10.1% 133bps 12.2% 11.1% 108bps 

PAT 63 53 18.5% 117 112 4.4% 142 142 0% 

PAT margin (%) 6.0% 5.0% 94bps 8.6% 7.9% 67bps 9.4% 8.9% 52bps 

Change in Estimates 

 We expect the Bio-energy segment to massively outperform other segments which 
compelled us to reduce our order book targets for Non-Ethanol segments and 
hence reduce our revenue numbers. We also revised our execution rates for the 
upcoming years which however compensated the fall in revenue to some extent.  

 

 We expect the margins to improve further from our earlier estimates on that back 
of higher execution rates and effective cost control.   

Source: Company Data, SMIFS Research  
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Praj Industries Limited 

Key Risks 

1 Year Fwd P/E Trend 

 Crude price Risk – To reduce the burden of high Oil import Bills, the Govt 
is focusing on higher blending of Ethanol in fuel. Hence, if crude 
significantly falls to low levels of $40-50 per barrel and as a result—lower 
value of import, the Govt could get reluctant towards strict imposition of 
this ethanol policy. 

 
 Weak CapEx cycle – Although the company is witnessing high traction in 

order inflows and no. of enquiries, the financials of sugar mills in general  
are weak to spend high amounts in setting up/ expand distillery capacities. 
However, we believe the Govt support in terms of soft loans and the 
opportunity to remove cyclicality in the sugar business the Sugar mills 
could actually increase their distillery capacities in order to improve their 
financials from current state. 

 
 Policy risk—  Blending rate mandate, faster environmental clearance, soft 

loans and MSP for Ethanol prices are driven by Govt policies. Any adverse 
change  in policies may negatively impact company’s earnings. 

 
 Currency Risk— Around 40% of company’s business comes from 

international market. Any adverse movement of foreign currency may 
negatively impact the company’s profitability to some extent. 
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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 i ssues 
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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