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Relative Price Chart 

Strong Performance in a Row : Maintain BUY with Upgraded target  

IG Petrochemicals Ltd (IGPL), for Q3FY18, reported strong set of numbers. Revenue grew at 23.9% 
YoY to Rs 2,946mn (est Rs2,931mn). EBITDA shown growth of 90% YoY to Rs 714mn (est Rs733mn) 
with 844bps YoY improvement in margin from 15.8% in Q3FY17 to 24.2% in Q3FY18 due to increase 
in PAN-Ox spread on the back strong demand for PAN. IGPL back on track with 39,000 tn PAN vol-
ume from 35,000 tn volume in Q2FY18( Lower volume due to onemonth plant shutdown at one of 
their three plant for changing the catalysts). Net profit grew by 74.8% to Rs 405 mn (est. Rs 428mn) 
due to healthy growth in operating profit.   

Capacity ramp up coupled with healthy demand scenario to boost profitability in FY20   

In order to meet growing demand and  limited head room for volume growth ( capacity utilization 92%), 
IGPL has proposed to set up a new plant through Brownfield expansion (PA4) and increase its capaci-
ty by 53,000(TPA), taking its total capacity to 2,28,250 TPA .PA4 expected to get commission in 
Q4FY19. The company added 6,000TPA capacity (3.5% of total capacity) through debottlenecking 
during Q2FY18, we expect this will provide scope for volume growth in FY19. We modeled 6.3% vol-
ume growth in PAN with 6.9% realization growth which will leads to 13.6% overall PAN growth over 
FY17-20E. Further, we expect incremental revenue from MA and DEP in FY19/20 respectively which 
will aid revenue CAGR of 16.2% over FY17-20E. 

 Why we like this stock & valuation methodology 

IGPL has a leadership position in terms of capacity and costs in the domestic PAN market. The com-
pany is well positioned to witness steady revenue and profitability growth going forward in the busi-
ness through brown field expansion and higher capacity utilization with domestic demand likely to re-
main robust. We expect Revenue/EBITDA/PAT to clock 16.2%/29.7%/34.5% CAGR during FY17-20E. 
Though IGPL is a commodity player, large entry barriers, margin improvement trend and large Indian 
market share could result in further rerating of the stock going forward. At the current market price (of 
Rs 740) the company is trading at 13.5x its FY19E EPS of Rs 54.8 and 9.2x its FY20E EPS of           
Rs 80.2. We believe the valuations are attractive and the stock can give decent returns in the future. 
We remain positive on the stock & recommend ‘BUY’ rating by assigning 15x to its FY20E earning. 
We arrive at a revised target price of Rs 1,203 (earlier target Rs. 602) for an investment horizon of 12-

15 months. 
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Source: Company, BP Equities Research 

Key Financials  

 YE March (Rs. mn)   FY16   FY17   FY18E   FY19E   FY20E  

Net Sales 9,528  10,375  11,898  13,603  16,275  

Growth % -20% 9% 15% 14% 20% 

EBIDTA 1,134  1,641  2,672  3,021  3,580  

Growth% 41% 45% 63% 13% 18% 

Net Profit 604  1,016  1,545  1,687  2,471  

Growth % 579% 68% 52% 9% 46% 

Diluted EPS 20  33  50  55  80  

Growth % 579% 68% 52% 9% 53% 

Profitability & Valuation 

EBIDTA (%) 12% 16% 22% 22% 22% 

NPM (%) 6% 10% 13% 12% 15% 

RoE (%) 23% 30% 33% 28% 31% 

RoCE (%) 27% 37% 51% 40% 34% 

P/E (x) 37.8 22.5 14.8 13.5 9.2 

EV/EBITDA (x) 20.8 14.1 8.4 7.7 5.9 

P/BV (x) 7.8 5.8 4.3 3.3 2.5 

72.2%
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25.6%
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 IG Petrochemicals Ltd Q3FY18 Quarterly Result 

 YE March (Rs. mn)   Q3 

FY18  
 Q2 

FY18  
 Q-o-Q 

change %  
 Q3 

FY17  
 Y-o-Y 

change %  

 Net Sales   2,946  2,409  22.3% 2,364  24.6% 

 Other Operating Income  0  0    13    

 Total Revenue  2,946  2,409  22.3% 2,377  23.9% 

 Less:             

 Raw Material Cost  1,874  1,425  31.5% 1,727  8.5% 

 Operating & Manufacturing Expenses  203  261  (22.1%) 210  (2.9%) 
 Employee Cost  154  123  25.6% 65  137.1% 

 Total Expenditure  2,232  1,808  23.4% 2,001  11.5% 

 EBIDTA  714  601  18.9% 376  90.1% 

 Less: Depreciation  55  56  (0.4%) 44  25.0% 

 EBIT  659  545  20.9% 331  98.8% 

 Less: Interest  33.9  35.1  (3.4%) 43.2  (21.5%) 
 Add: Other income   11  6    7    

 Profit before tax  636  516  23.3% 295  115.2% 

 Adjusted Profit before Tax  636  516  23.3% 295  115.2% 

 Less: Total Tax  231  180  28.5% 64  261.7% 

 Profit After Tax  405  336  20.4% 232  74.8% 

 Other comprehensive Income  0  0    0    

 Minority Interest  0  0    0    

 Adjusted Profit After Tax  405  336  20.4% 232  74.8% 

 Diluted EPS (Rs.)  13.1 10.9 20.4% 7.5 74.8% 

 Adjusted Diluted EPS  13.1 10.9 20.4% 7.5 74.8% 

 Diluted No of Share (mn)  30.8 30.8   30.8   

 Margin Analysis %      
Change 

 in bps 
  

Change 

 in bps 

 EBIDTA Margin %  24.2% 24.9% (68) 15.8% 844  
 EBIT Margin %  22.4% 22.6% (25) 13.9% 842  

 NPM %  13.7% 14.0% (21) 9.7% 400  
 Effective Tax Rate %  36.4% 34.9% 149  21.6% 1,472  
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Revenue were inline with 
our estimates  of               
Rs 2,931mn  

The EBITDA margin, at 
24.2% was below h  our 
estimate of 25% mainly 
due to decline in gross 
margin   

Adj. PAT came below  our 
estimate of Rs 428mn 

Source: Company, BP Equities Research 

Even though sequentially  
there is  447bps decline in 
Gross Margin during 
Q3FY18, IGPL is able to 
achieve a  24% EBITDA 
margin. However, it is par-
tially compensated by low-
er Other expenses    Rs 
203mn in Q3FY18 vs Rs 
261mn in Q2FY18( Cata-
lyst change cost was  in-
cluded in Q2 number) 
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Source: Company, BP Equities Research  

Revenue growth recovery EBITDA showed a growth of ~90% YoY 

PAT showed  growth  of 74.8% YoY EBITDA and PAT Margin Trend  

PAN and OX price trend 
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Profit & Loss A/c  
YE March (Rs. mn)  FY16   FY17   FY18E   FY19E   FY20E  
Revenue 9,528  10,375  11,898  13,603  16,275  
Growth % -19.7% 8.9% 14.7% 14.3% 19.6% 

Total Revenue 9,528  10,375  11,898  13,603  16,275  
Less:           

Raw Material Consumed 7,341  7,512  7,880  9,062  10,924  
Employee Cost 298  397  437  481  529  
Other  Expenses 756  825  909  1,039  1,243  
Total Operating Expenditure 8,395  8,734  9,226  10,581  12,696  
EBITDA 1,134  1,641  2,672  3,021  3,580  
Growth % 41.2% 44.7% 62.9% 13.1% 18.5% 

Less: Depreciation 175  172  210  265  272  
EBIT 958  1,469  2,462  2,756  3,307  
Growth % 50.0% 53.3% 67.6% 11.9% 20.0% 

Interest Paid 227  180  125  200  220  
Non-operating Income 36  28  40  40  40  
Extraordinary Income 0  0  0  0  0  
Profit Before tax 767  1,317  2,378  2,596  3,128  
Tax 164  301  832  909  657  
Net Profit 604  1,016  1,545  1,687  2,471  
Adjusted Profit 604  1,016  1,545  1,687  2,471  
Reported Diluted EPS Rs  19.6  33.0  50.2  54.8  80.2  
Growth % 578.5% 68.2% 52.2% 9.2% 46.4% 

Adjusted Diluted EPS Rs  19.6  33.0  50.2  54.8  80.2  
Growth % 101.2% 68.2% 52.2% 9.2% 46.4% 

Cash Flows Statement 
YE March (Rs. Mn) FY16 FY17 FY18E FY19E FY20E 

PAT 603.6  1,015.6  1,545.4  1,687.4  2,470.8  
(Less)/Add: Extraordinary Income/Expense 0.0  0.0  0.0  0.0  0.0  
Less: Non Operating Income  (35.7) (28.1) (40.0) (40.0) (40.0) 
Add: Depreciation 175.4  171.9  209.9  264.9  272.4  
Add: Interest Paid 226.7  180.5  124.7  200.4  219.7  
Tax Adjustment 0.0  0.0  0.0  0.0  0.0  
Operating Profit before Working Capital Changes 970.1  1,339.8  1,840.0  2,112.7  2,922.8  
(Inc)/Dec in Current Assets 274.3  (405.3) (241.3) (270.1) (423.4) 
Inc/(Dec) in Current Liabilities (406.7) 83.9  627.5  342.0  531.7  
Changes in Inventory (30.0) (149.8) (153.5) (171.8) (269.3) 
Net Cash Generated From Operations 807.6  868.6  2,072.7  2,012.8  2,761.8  
Cash Flow from Investing Activities           

(Inc)/Dec in Fixed Assets (122.4) (120.3) (1,200.0) (2,200.0) (300.0) 
(Inc)/Dec in Capital Work In Progress (36.4) (68.0) 0.0  0.0  0.0  
(Inc)/Dec in Investment (Strategic) 0.0  0.0  0.0  0.0  0.0  
(Inc)/Dec in Investment (Others) (10.1) (301.7) (75.7) (59.1) (65.1) 
Add: Non Operating Income Income  35.7  28.1  40.0  40.0  40.0  
(Inc)/Dec in Intangible Assets (2.6) (181.6) 0.0  0.0  0.0  
Net Cash Flow from/(used in) Investing Activities (135.8) (643.5) (1,235.7) (2,219.1) (325.1) 
Cash Flow from Financing Activities           

Inc/(Dec) in Total Loans (376.7) 87.1  (200.0) 1,750.0  0.0  
Inc/(Dec) in Reserves & Surplus (12.5) 103.6  0.0  0.0  0.0  
Inc/(Dec) in Equity 0.0  (0.0) 0.0  0.0  0.0  
Dividend Paid (61.6) (103.6) (157.7) (172.2) (252.1) 
Less: Interest Paid (226.7) (180.5) (124.7) (200.4) (219.7) 
Adjustments (7.6) 0.0  0.0  (0.0) (0.0) 
Exceptional Item  0.0  0.0  0.0  0.0  0.0  
Net Cash Flow from Financing Activities (685.2) (93.3) (482.4) 1,377.4  (471.8) 
Net Inc/Dec in cash equivalents (13.4) 131.7  354.7  1,171.1  1,965.0  
Opening Balance  182.2  168.8  300.6  655.2  1,826.3  
Closing Balance Cash and Cash Equivalents 168.8  300.6  655.2  1,826.3  3,791.3  
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Balance Sheet  
YE March( Rs. mn)  FY16   FY17   FY18E   FY19E   FY20E  
Liabilities           

Equity Capital 308  308  308  308  308  
Reserves & Surplus 2,610  3,625  5,013  6,528  8,747  
Equity 2,918  3,933  5,321  6,836  9,055  
Net Worth 2,918  3,933  5,321  6,836  9,055  
Minority Interest           

Net Deferred tax liability/(Asset)  18  406  406  406  406  
Total Loans 925  624  424  2,174  2,174  
Capital Employed 3,861  4,963  6,151  9,416  11,635  
            

Assets           

Gross Block 7,077  7,197  8,397  10,597  10,897  
Less: Depreciation 3,854  4,026  4,236  4,501  4,774  
Net Block 3,222  3,171  4,161  6,096  6,123  
Capital WIP 44  112  112  112  112  
Investments 214  516  591  651  716  
Others - A 3  185  185  185  185  
Current Assets           

Inventories 896  1,045  1,199  1,371  1,640  
Sundry Debtors 1,088  1,498  1,717  1,963  2,349  
Cash and Bank Balance 169  301  655  1,826  3,791  
Loans and Advances 150  146  168  192  229  
Other Current Assets 0  0  0  0  0  
Total Current Assets 2,303  2,990  3,739  5,352  8,010  
Less: Current Liabilities & Provisions           

Sundry Creditors 1,542  1,710  2,330  2,664  3,187  
Provisions 86  16  16  16  17  
Other Current Liabilities 298  283  291  299  307  
Total Current Liabilities & Provisions 1,926  2,010  2,637  2,979  3,511  
Capital Applied 3,861  4,963  6,151  9,416  11,635  

Key Ratios  
YE March (Rs. mn)  FY16   FY17   FY18E   FY19E   FY20E  
Key Operating Ratios           

EBITDA  Margin (%) 11.9% 15.8% 22.5% 22.2% 22.0% 

Tax / PBT (%) 21.3% 22.9% 35.0% 35.0% 21.0% 

Net Profit Margin (%) 6.3% 9.8% 13.0% 12.4% 15.2% 

RoE (%) 22.8% 29.6% 33.4% 27.8% 31.1% 

RoCE (%) 26.8% 37.2% 51.1% 39.5% 34.2% 

Current Ratio (x) 1.2x 1.5x 1.4x 1.8x 2.3x 

Dividend Payout (%) 10.2% 10.2% 10.2% 10.2% 10.2% 

Book Value Per Share (Rs.) 94.7  127.7  172.8  222.0  294.0  
            

Financial Leverage Ratios           

Debt/ Equity (x) 0.3x 0.2x 0.1x 0.3x 0.2x 

Interest Coverage (x) 5.0x 9.1x 21.4x 15.1x 16.3x 

            

Growth Indicators %           

Growth in Gross Block (%) 1.8% 1.7% 16.7% 26.2% 2.8% 

Sales Growth (%) (19.7%) 8.9% 14.7% 14.3% 19.6% 

EBITDA Growth (%) 41.2% 44.7% 62.9% 13.1% 18.5% 

Net Profit Growth (%) 578.5% 68.2% 52.2% 9.2% 46.4% 

Diluted EPS Growth (%) 578.5% 68.2% 52.2% 9.2% 46.4% 

            

Turnover Ratios           

Debtors Days 42  53  53  53  53  
Creditors Days 59  71  71  71  71  
Inventory Days 34  37  37  37  37  
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Disclaimer Appendix 

General Disclaimer 

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not 
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation 
would be illegal.  

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so 
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our 
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.  

 

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd or any of 
its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent 
error in the information contained in this report. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any time, any 
express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied warranties of 
merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own investigations. 

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to 
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.  

 

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any 
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or 
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction. 
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We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our per-
sonal views about any and all of the subject issuer (s) or securities. 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 report. Analysts aren't registered as research analysts by 
FINRA and might not be an associated person of the BP EQUITIES Pvt. Ltd (Institutional Equities). 
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