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Long term growth outlook intact
We visited the manufacturing site of IG Petrochemicals situated in Taloja, Maharashtra. During
tBhe P(Iian(;wsfcdwetw'.ge act:tt':!mp)a"-\;ﬁd bly “fl;‘ Pr:;:zdff:m:a;n '(:h;'e)fAl:\ll?anC|al.:fflt:ezr)z§¢ ﬂ;?;:: Rating: BUY Upside: 17.4%
agade (President — Operations). The plant has alic Anhydride capacity of 2,22, — —
divided into 4 units i.e PA1, PA2, PA3 & PA4. The company also has Maleic Anhydride (MAN) Current Price: 685 Target Price: 804
capacity of 7,660 TPA, Benzoic Acid (BA) capacity of 1,500 TPA & recently commisisioned Advance |Earli dati
Plasticizer or Diethyl Phthalate (DEP) capacity of 8,400 TPA. ar.'er reco.mmen ation
Previous Rating: REDUCE
Plant Visit Highlights: Previous Target Price: 827
Source: SMIFS Research
= The company’s complete manufacturing plot size is 30-32 acre. The plant consumes 950 KVA
electricity and 4000 milli cube per day water. The company has high pressure steam 50-60 | Market data
bar(g) which is used as heat energy for preheating crude Phthalic Anhydride as well as for Bloomberg: IGPL: IN
r.eb0|lers in distillation cqurT\n. The company operates its pIanF based or) the processeslof the 52-week H/L (Rs): 1018/355
licensor M/s Wacker Chemie GmbH, Germany. The process is Wacker’s Von-Heyden’s Low
Energy Process and the plant has been engineered by M/s Lurgi GmbH, Germany. Mcap (Rs bn/USD bn): 21.1/0.28
Shares outstanding (mn): 30.8
= Effluent Treatment Plant (ETP): The company has invested Rs 340mn in ETP till date. The Free float: 26.3%
company has ETP capacity of 786 milli cube per day of which almost 566 milli cube per day is -
treated and recycled in house and remaining is send to MPCB. Management is confident of Daily vol. (3M Avg.): 0.20mn
achieving 100% zero discharge in the coming years. Face Value (Rs): 10
Group: S&P BSE 500

Brownfield capacity expansion of PAN: The company has planned a new brownfield PAN
capacity expansion of 53,000 TPA in its existing site which would be named as PA5 unit. The
total project cost is Rs3.45bn and approx. duration proposed is 24-30 months. The rationale for
capacity expansion is to capture the incremental demand of PAN and also to be the leading

Source: Bloomberg, SMIFS Research

|Shareholding pattern (%)

producer of PAN and post this expansion the company could then plan to further expand into Sept-21 Jun-21 Mar-21 Dec-20
downstream chemistries which would use in-house PAN as a raw material. Promoter 68.7 68.7 68.7 68.7
) . ) i Flls 3.0 2.4 0.9 0.6

= Raw material Storage: The major raw material for the company is Ortho-Xylene (Ox). The

storage capacity of Ox is 12,000 TPM which is stored in storage tanks. At present there are 4 Diis 2.0 26 31 4.4

storage tanks of which one tank is expanding in capacity considering the future needs of Ox Public/others 26.3 26.3 27.3 26.3

once PA5 capacity of 53,000 TPA comes on stream. Ortho-Xyelene is obtained from Reliance Source: BSE

Industries Jamnagar refinery and company does its quality testing before feeding to its storage

tanks. | Price performance (%)*

im 3M 12M  36M

Advance Plasticizers or Diethyl Phthalate (DEP): For manufacturing of DEP, the process uses two
stage reactions where in first stage Ethyl Alcohol esterifies Phthalic Anhydride in presence of a S&P BSE 500 -12.7 21.0 52.3 64.7
catalyst in reactor & in second stage the excess alcohol is recovered, acidity is removed by
neutralization and then dehydrated under vacuum. The advanced plasticizers plant has a
capacity of 8400 TPA with an arrangement to increase the capacity at minimal capex in near *as on 24" Nov 2021; Source: AceEquity, SMIFS Research
future. The other raw material apart from PAN are sulphuric acid and caustic soda.

IGPL -2.4 6.8 40.4 69.8

Maleic Anhydride (MAN): The company generates MAN from wash water which is obtained as
a by-product from the PAN facility. The scrubbed water or wash water is concentrated to the
required level and is sent for Phthalic Acid & Benzoic Acid recovery plant & further the filtrate
is sent to MAN plant through pipe line for recovery of Maleic Anhydride. The MAN obtained is
of 99% purity grade. The company has a capacity of 7,660 TPA and the demand of MAN in India
is almost 70,000-80,000 TPA.
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Power & Fuel: The company’s power requirements is majorly dependent (nearly 60-65%) on
Furnance oil and remaining from third party MSEDCL. On annual basis the cost incurred for
furnance oil is around Rs150-180mn. During complete plant shut down & start up, existing 2000
KVA diesel generator & MSEDCL power will be used. The company is in evaluation stage for
roof top solar to avail benefits of green credit.

Management’s Long-Term Vision: Management sounded quite optimistic on business growth.
Current PAN demand is 4,80,000 TPA and there are expectations of 8-10% growth annually.
Management is looking at Rs25bn topline in the next 5 years with almost 30% of business
contribution from downstream chemistries, debt free status, robust return ratios and relatively
stable margins.

Y/E Mar (Rs mn) Revenue YoY (%) EBITDA  EBITDA (%) PAT YoY (%) EPS RoE (%)  RoCE (%) P/E (x) EV/EBITDA (x)
FY19 13,037 14% 2,259 17.3% 1,168 -20% 37.9 18.6 16.2 12.3 6.6
FY20 10,586 -19% 718 6.8% 209 -82% 6.8 3.3 3.7 28.2 9.9
FY21 11,236 6% 2,986 26.6% 1,881 801% 61.1 22.9 20.2 7.0 4.6
FY22E 16,121 43% 3,321 20.6% 2,098 12% 68.1 21.0 19.3 10.1 5.8
FY23E 17,854 11% 3,638 20.4% 2,315 10% 75.2 19.3 18.0 9.1 53

Source: Company, SMIFS Research Estimates

SMIFS Research is also available on Bloomberg
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Valuation and Recommendations
Currently, the stock is trading at FY23 P/E of 9.1x.

We value the stock on forward P/E multiple of 10.7x and, thereby, arrive at target price
of Rs 804 per share which offers upside of 17.4% from current valuations.

Therefore, we assign BUY rating on the stock.

Risk to our call is unforeseen impact on the demand and sharp decline in spread.

Fig 1: 1-year forward P/E Fig 2: 1-year forward EV/EBITDA
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Quarterly financials, operating metrics and key performance
indicators

Fig 3: Quarterly Financials

Y/E March (Rs mn) Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21 Q4FY21 Q1FY22 Q2FY22
Net Sales 2756 2685 1421 2424 3148 4244 3875 4711
Raw Materials 2174 2145 939 1606 1719 2250 2459 3201
Employee Costs 154 162 142 156 154 255 182 174
Other Expenditure 256 218 183 244 311 291 397 361
EBITDA 172 160 157 418 963 1448 838 975
Depreciation 73 74 80 79 77 105 113 106
Interest 41 42 42 41 50 12 45 16
Other Income 10 19 9 8 7 9 11 20
PBT 68 63 45 305 843 1340 690 873
Tax 23 20 16 73 214 341 176 223
Tax rate (%) 34 33 36 24 25 25 25 25
Reported PAT 45 42 28 232 629 999 515 650
Exceptional 0 -3 -6 0 0 0 0 0
Adjusted PAT 45 40 22 232 629 999 515 650
YoY Growth (%)

Revenue -13 -14 -43 -9 14 58 173 94
EBITDA -49 -56 -35 192 461 804 434 133
PAT -75 -78 -75 584 1305 2425 2213 181
QoQ Growth (%)

Revenue 3 -3 -47 71 30 35 -9 22
EBITDA 20 -7 -2 166 131 50 -42 16
Adj. PAT 32 -12 -44 941 171 59 -48 26
Margin (%)

EBITDA 6.2 6.0 11.0 17.2 30.6 34.1 21.6 20.7
PAT 1.6 1.5 1.6 9.6 20.0 23.5 13.3 13.8
Gross 21.1 20.1 33.9 33.7 45.4 47.0 36.5 32.1
Employee cost as % of sales 5.6 6.0 10.0 6.4 4.9 6.0 4.7 3.7
Other expenses as % of sales 9.3 8.1 12.9 10.1 9.9 6.9 10.2 7.7

Source: Company, SMIFS Research
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Financial Statements

Balance Sheet

YE March (Rs mn) FY19 FY20 FY21 FY22E FY23E YE March (Rs mn) FY19 FY20 FY21 FY22E FY23E
Revenues 13,037 10,586 11,236 16,121 17,854 Source of funds

% Growth 13.9 -18.8 6.1 43.5 10.7 Equity Share Capital 308 308 308 308 308
Raw Materials 9,128 8,172 6,514 10,457 11,630 Reserves & Surplus 5983 6019 7912 9661 11668
% of revenues 70.0 77.2 58.0 64.9 65.1 Shareholders' Fund 6291 6327 8220 9969 11976
Employee cost 618 602 707 797 862 Total loan funds 1911 2300 1639 1619 1729
% of revenues 4.7 57 6.3 4.9 4.8 Deferred Tax Liabilities 556 629 696 713 798
Others 1,032 1,094 1,029 1,546 1,724 Other Non-Current Liability 266 240 134 139 142
% of revenues 7.9 10.3 9.2 9.6 9.7 Total Liabilities 9024 9496 10689 12441 14646
EBITDA 2,259 718 2,986 3,321 3,638 Net Block 3866 4688 6993 6972 8069
EBITDA margin (%) 17.3 6.8 26.6 20.6 20.4 Capital WIP 2826 3395 1319 250 1378
Depreciation & Amortisation 265 299 341 371 402 Goodwill 31 26 23 23 23
EBIT 1994 419 2645 2950 3235 Long term Investments 1 2 58 58 58
Interest expenses 121 160 146 186 199 Other Non-Current Assets 287 245 475 579 616
PBT from operations 1,873 260 2,499 2,764 3,036 Total Non-Current Asset 7010 8356 8868 7883 10144
Other income 77 62 33 64 89 Inventories 1294 951 1438 1719 1752
PBT 1,950 322 2,533 2,829 3,126 Current Investments 698 116 100 100 100
Taxes 698 110 645 731 810 Trade receivables 1828 1433 1987 2429 2690
Effective tax rate (%) 35.8 34.3 25.5 25.8 25.9 Cash and cash equivalent 363 493 736 3128 2935
PAT 1,252 212 1,887 2,098 2,315 Other current assets 268 266 109 117 127
Extraordinary Items -83 -3 -6 0 0 Total Current Assets 4451 3259 4370 7494 7605
Minority Interest 1] 0 0 0 0 Trade payables 2300 1996 2397 2865 3027
Adjusted PAT 1,168 209 1,881 2,098 2,315 Other current liabilities 122 101 142 60 63
PAT Margin 9.0 2.0 16.7 13.0 13.0 Short term Provisions 16 22 10 11 12
Growth (%) -20.0 -82.1 801.0 11.5 10.4 Total Current Liabilities 2437 2119 2549 2936 3102
Source: Company, SMIFS Research Estimates Net Current Assets 2014 1140 1822 4558 4503
Total Assets 9024 9496 10689 12441 14646

YE March FY19 FY20 FY21 FY22E FY23E Source: Company, SMIFS Research Estimates

Growth Ratio (%)

Revenue 14 -19 6 43 11

EBITDA 15 68 316 11 10
Adjusted Net Profit -20 -82 801 12 10 YE March (Rs mn) FY19 FY20 FY21 FY22E FY23E
Margin Ratios (%) Operating profit before WC 2113 692 2,989 3,386 3,727
EBITDA margin 17.3 6.8 26.6 20.6 204  Changes

PBT margin 144 25 222 171 17.0 Net chg in working capital -222 221 -529 -431 -70
Adjusted PAT margin 9.0 2.0 16.7 13.0 130 Income taxes paid . -505 76 -627 731 -810
Return Ratios (%) ::;:I:'I‘;‘s”(;’)m operating 1,386 837 1,833 2,224 2,846
ROE 186 33 223 21.0 193 Adj OCF (OCF - Interest) 1,265 677 1,687 2,038 2,647
ROCE 16.2 37 20.2 193 180 Ccapital expenditure 2,126 -1,684 -706 350 -1,500
Turnover Ratios (days) Free Cash Flow 861  -1,007 981 1,688 1,147
Gross block turnover (x) 3.4 2.3 1.6 2.3 2.2 Cash flow from investing 2158 1040 . 718 2627
Debtor 51 49 65 55 55 activities (b) ’ ’ !
Inventory 52 42 81 60 55 CaS_h'fl_ow from financing 583 353 -803 478 412
Creditors 92 89 134 100 g5  Aactivities (c)

Cash conversion cycle 11 3 1 15 15 Net chg in cash (a+b+c) -189 150 304 2,464 -193
Solvency Ratio (x) Source: Company, SMIFS Research Estimates

Net Debt-equity 0.2 0.3 0.1 0.2 0.1

Debt-equity 03 0.4 0.2 0.2 0.1

Interest Coverage Ratio 16 3 18 16 16

Gross Debt/EBITDA 0.8 3.2 0.5 0.5 0.5

Current Ratio 1.8 15 1.7 2.6 2.5

Per share (Rs.)

Adjusted EPS (reported) 37.9 6.8 61.1 68.1 75.2

BVPS 204 205 267 324 389

Dividend Payout 10.8 30.1 123 13.2 133

Valuation (x)

P/E 12.3 28.2 7.0 10.1 9.1

P/BV 2.3 0.9 1.6 2.1 1.8

EV/EBITDA 6.6 9.9 4.6 5.8 5.3

Dividend Yield(%) 0.9 1.0 1.7 13 1.5

Source: Company, SMIFS Research Estimates
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Disclaimer
Analyst Certification:

We /I, the above-mentioned Research Analyst(s) of SMIFS Limited (in short “SMIFS / the Company”), authors and the
names subscribed to this Research Report, hereby certify that all of the views expressed in this Research Report
accurately reflect our views about the subject issuer(s) or securities and distributed as per SEBI (Research Analysts)
Regulations 2014. 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 Research Report. It is also confirmed that We/I, the above mentioned
Research Analyst(s) of this Research Report have not received any compensation from the subject companies mentioned
in the Research Report in the preceding twelve months and do not serve as an officer, director or employee of the
subject companies mentioned in the Research Report.

Terms & Conditions and Other Disclosures:

SMIFS Limited is engaged in the business of Stock Broking, Depository Services, Portfolio Management and Distribution
of Financial Products. SMIFS Limited is registered as Research Analyst Entity with Securities & Exchange Board of India
(SEBI) with Registration Number — INH300001474.

SMIFS and our associates might have investment banking and other business relationship with a significant percentage
of companies covered by our Research Analysts. SMIFS generally 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 analysts
cover.

The information and opinions in this Research Report have been prepared by SMIFS and are subject to change without
any notice. The Research 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 SMIFS Limited. While we
would endeavor to update the information herein on a reasonable basis, SMIFS is under no obligation to update or keep
the information current. Also, there may be regulatory, compliance or other reasons that may prevent SMIFS 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 policies of SMIFS, in circumstances where SMIFS might
be acting in an advisory capacity to this company, or in certain other circumstances.

This Research 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 Research 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. Securities as defined in clause
(h) of section 2 of the Securities Contract Act, 1956, includes Financial Instruments, Currency and Commodity
Derivatives. Though disseminated to all the customers simultaneously, not all customers may receive this Research
Report at the same time. SMIFS will not treat recipients as customers by virtue of their receiving this Research Report.
Nothing in this Research 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 Research 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. SMIFS accepts no liabilities whatsoever for any loss or damage of any kind arising

| G Petrochemicals Ltd.
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out of the use of this Research 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. The information given in this report is as of date of this report and there
can be no assurance that future results or events will be consistent with this information. The information provided in
this report remains, unless otherwise stated, the copyright of SMIFS. All layout, design, original artwork, concepts and
intellectual Properties remains the property and copyright of SMIFS and may not be used in any form or for any purpose
whatsoever by any party without the express written permission of the SMIFS.

SMIFS shall not be liable for any delay or any other interruption which may occur in presenting the data due to any
reason including network (Internet) reasons or snags in the system, breakdown of the system or any other equipment,
server breakdown, maintenance shutdown, breakdown of communication services or inability of SMIFS to present the
data. In no event shall SMIFS be liable for any damages, including without limitation direct or indirect, special, incidental,
or consequential damages, losses or expenses arising in connection with the data presented by the SMIFS through this
report.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (a)
Exchange Rates can be volatile and are subject to large fluctuations; (b) the value of currencies may be affected by
numerous market factors, including world and notional economic, political and regulatory events, events in Equity &
Debt Markets and changes in interest rates; and (c) Currencies may be subject to devaluation or government imposed
Exchange Controls which could affect the value of the Currency. Investors in securities such as Currency Derivatives,
whose values are affected by the currency of an underlying security, effectively assume currency risk.

Since associates of SMIFS 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 Research
Report.

SMIFS and its Associates, Officers, Directors, Employees, Research Analysts including their relatives worldwide may: (i)
from time to may have long or short positions in, and buy or sell the Securities, mentioned herein or (ii) be engaged in
any other transaction involving such Securities and earn brokerage or other compensation of the Subject Company/
companies mentioned herein or act as an Advisor or Lender/Borrower to such Companies or have other
potential/material Conflict of Interest with respect to any recommendation and related information and opinions at the
time of the publication of the Research Report or at the time of Public Appearance.

SMIFS does not have proprietary trades but may at a future date, opt for the same with prior intimation to Clients/
Investors and extant Authorities where it may have proprietary long/short position in the above Scrip(s) and therefore
should be considered as interested.

The views provided herein are general in nature and do not consider Risk Appetite or Investment Objective of any
particular Investor; Clients/ Readers/ Subscribers of this Research Report are requested to take independent
professional advice before investing, however the same shall have no bearing whatsoever on the specific
recommendations made by the analysts, as the recommendations made by the analysts are completely independednt
views of the Associates of SMIFS even though there might exist an inherent conflict of interest in some of the stocks
mentioned in the Research Report.

The information provided herein should not be construed as invitation or solicitation to do business with SMIFS.

| G Petrochemicals Ltd.
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SMIFS 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 Research Report as of the last day of the month preceding the publication of the
Research Report.

SMIFS encourages independence in Research Report preparation and strives to minimize conflict in preparation of
Research Report. Accordingly, neither SMIFS and their Associates nor the Research Analysts and their relatives have any
material conflict of interest at the time of publication of this Research Report or at the time of the Public Appearance, if
any.

SMIFS 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.

SMIFS or its associates might have received any compensation from the companies mentioned in the Research Report
during the period preceding twelve months from the date of this Research Report for services in respect of managing or
co-managing public offerings, corporate finance, investment banking, brokerage services or other advisory service in a
merger or specific transaction from the subject company.

SMIFS or its associates might have received any compensation for products or services other than investment banking
or brokerage services from the subject companies mentioned in the Research Report in the past twelve months.

SMIFS or its associates or its Research Analysts did not receive any compensation or other benefits whatsoever from the
subject companies mentioned in the Research Report or third party in connection with preparation of the Research
Report.

Compensation of Research Analysts is not based on any specific Investment Banking or Brokerage Service Transactions.
The Research Analysts might have served as an officer, director or employee of the subject company.

SMIFS and its Associates, Officers, Directors, Employees, Research Analysts including their relatives worldwide may have
been engaged in market making activity for the companies mentioned in the Research Report.

SMIFS may have issued other Research Reports that are inconsistent with and reach different conclusion from the
information presented in this Research Report.

A graph of daily closing prices of the securities/commodities is also available at www.nseindia.com and/or

www.bseindia.com, www.mcxindia.com and/or www.icex.com.

SMIFS submit’ s that no material disciplinary action has been taken on the Company by any Regulatory Authority
impacting Equity Research Analysis activities in last 3 years.

This Research 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 SMIFS 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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Specific Disclosures

1. SMIFS, Research Analyst and/or his relatives does not have financial interest in the subject company, as they do
not have equity holdings in the subject company.

2. SMIFS, Research Analyst and/or his relatives do not have actual/beneficial ownership of 1% or more securities
in the subject company.

3. SMIFS, Research Analyst and/or his relatives have not received compensation/other benefits from the subject
company in the past 12 months.

4. SMIFS, Research Analyst and/or his relatives do not have material conflict of interest in the subject company at
the time of publication of research report.

5. Research Analyst has not served as director/officer/employee in the subject company

6. SMIFS has not acted as a manager or co-manager of public offering of securities of the subject company in past
12 months.

7. SMIFS has not received compensation for investment banking/ merchant banking/brokerage services from the
subject company in the past 12 months

8. SMIFS has not received compensation for other than investment banking/merchant banking/brokerage services
from the subject company in the past 12 months.

9. SMIFS has not received any compensation or other benefits from third party in connection with the research
report.

10. SMIFS has not engaged in market making activity for the subject company

Analyst holding in stock: NO

Key to SMIFS Investment Rankings

Buy: Return >15%, Accumulate: Return between 5% to 15%, Reduce: Return between -5% to +5%, Sell: Return <-5%

Contact us:
SMIFS Limited. (https://www.smifs.com/)

Compliance Officer:

Sudipto Datta,

5F Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India.
Contact No.: +91 33 4011 5401 / +91 33 6634 5401

Email Id.: compliance@smifs.com

Mumbai Office:

5G Court Chambers, 35 New Marine Lines, Mumbai 400 021, India
Contact No.: (D) +91 22 4200 5508, (B) +91 22 4200 5500

Email Id: institutional.equities@smifs.com

Kolkata Office:

Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India.
Contact No.: (D) +91 33 6634 5408, (B) +91 33 4011 5400
Email Id: smifs.institutional@smifs.com
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