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~— i In what is a myth, the eagle can live up to 70 years, but to

reach this age, it must make a hard decision in its 40's. By
the time it reaches the age of 40, its talons can no longer
grab prey and its beak becomes bent. Its old, heavy wings
make it difficult to fly. It is left with only two options: die
or go through a painful process of change. The process
requires that the eagle fly to a mountain top and sit in its
nest. There, it knocks its beak against a rock till it falls off.
Then it waits for a new beak to grow, following which it
plucks out its talons. When its talons grow back, the eagle
starts plucking its old-aged feathers. After five months, the
eagle takes its legendary flight of rebirth and lives for 30
more years.

Flight of rebirth
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BSE Sensex S&P CNX . . )
33,255 10,212 CMP: INR692 TP: INR940 (+36% ) Buy
T’\l'l"l\ Tata Chemicals (TTCH) is a 78-year-old commodities company, reinventing itself as a
specialty and consumer products company. It has a diversified portfolio of businesses:
TATA CHEMICALS . . . . -
Stock Info (a) soda ash and sodium bicarbonate, where it enjoys global leadership, (b) fertilizers,
Bloomberg TTCH IN which it is exiting from, (c) agricultural inputs, through subsidiary, Rallis India, (d)
Equity Shares (m) 254.8 consumer products such as branded iodized salt, pulses and spices, and (e) a fledging
52-Week Range (INR) 781/ 558 specialty products business — materials such as highly dispersible silica (HDS) and
1,6, 12 Rel. Per (%) 1/3/3 nanomaterial, and nutritional products like oligosaccharides and polyols. It also has
M.Cap. (INR b) 176.1 sizable financial investments that it can liquidate to fund its growth.
M.Cap. (USD b) 2.7
Avg Val, INRm 565.0
Free float (%) 692 Flight of rebirth
Financial Snapshot (INR b) Transforming into a growth company; re-rating imminent
Y/E Mar FY18E FY19E FY20E
Net Sales 105.8 115.5 126.3
m  TTCH is using its cash cows — soda ash and sodium bicarbonate - to build growth
EBITDA 22.6 247 27.2 . . . .
PAT 86 1.2 128 businesses such as consumer and specialty products. In the consumer business, it
EPS (INR) 337 440 503 enjoys leadership in the domestic table salts market and is fortifying its pulses and
Gr. (%) 00 305 143 spices portfolios. In the specialty products business, it is developing nanomaterial
BV/Sh (INR) 368.7 394.1 423.2 and nutritional solutions.
RoE (%) 11.3 115 123 m Massive cash generation of INR39.7b via divestment of the urea and phosphatic
RoCE (%) 7.8 9.1 9.9 fertilizers business and sale of investments coupled with steady accruals from the
P/E (x) 205 157 1338 soda ash business would help TTCH repay debt. Its interest outgo is likely to
P/BV (x) 19 18 16

Shareholding pattern (%)

As On Dec-17 Sep-17 Dec-16
Promoter 30.8 30.8 30.8
DIl 315 27.9 29.7
Fll 11.5 15.1 18.6
Others 26.2 26.1 21.0

Fll Includes depository receipts

Tata Chemicals
Flight of rebirth

Sumant Kumar
+91 22 3078 4702
Sumant.Kumar@motilaloswal.com
Please click here for Video Link

decline from INR4.1b in FY17 to INR2.1b in FY20.

®  As TTCH scales up its growth businesses and deleverages its balance sheet, we
expect its consolidated RoCE to improve considerably, in turn driving a stock re-
rating. We believe it would be fair to assign ~30% premium to its five-year
average EV/EBITDA of 7.5x. Our SOTP-based target price of INR940 (implied
EV/EBITDA of 9.7x FY20E) implies 36% upside. We initiate coverage with Buy.

Using cash cows to invest in growth businesses

TTCH is the global leader in soda ash and sodium bicarbonate. These are
mature, commodity businesses, growing at 3-4% per year and yielding
consistent cash flows. TTCH is using these cash cows to build growth businesses
such as consumer and specialty products. The company should be able to
enhance focus on these businesses following its exit from the regulated fertilizer
business. We expect the contribution of specialty and consumer products to
increase from 27% in FY17 to 33% by FY20, based on the progress in its existing
portfolio, though the company’s internal target is to reach 50% via the launch of
new products. TTCH enjoys leadership in the domestic table salts market and
will continue focusing on growing its other specialty and consumer products,
including nutraceuticals and silica. We expect specialty and consumer products
revenue to grow at a CAGR of ~14%, outpacing the overall growth of 9% over
FY18-20.
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Stock Performance (1-year) To be net debt-free by FY20; RoCE to improve considerably

Tata Chemicals Divestment of the fertilizer business and sale of Tata Global Beverages shares should
800 Sensex - Rebased result in cumulative gross cash inflow of ~INR39.7b in FY18. Internal accruals would
750 add further to cash flows. TTCH is also focusing on working capital, which has
700 reduced by INR21b in two years. Strong cash flows will allow part repayment of debt
650 and also help invest in higher-RoCE businesses like specialty and consumer products.
600 TTCH is investing in manufacturing facilities for new materials (such as HDS and
>0 NN ®® nanomaterial) and nutritional solutions (such as oligosaccharides and polyol). At full

gtz E g 5 <‘¢% potential, these businesses should generate RoCE of 20-25%. We expect the

company to be net debt free by FY20 from net-debt-to-equity of 0.7x in FY17.
Interest outgo should reduce from INR4.1b in FY17 to INR2.1b in FY20, enabling 22%
CAGR in continuing business profitability over FY18-20.

Focus now on consumetr...

TTCH has been a pioneer in developing the market for iodized salt in India, and
enjoys a share of 25% in the country’s powdered salt market. It has a distribution
network of 1.7m retail outlets, reaching 143m households across India. Compared to
the other prominent FMCG companies in India that have an average retail reach of
5m-6m outlets, we believe TTCH has ample headroom available for growth.
Leveraging on the network, TTCH has expanded its horizons to include branded
pulses, spices, besan (pulse flour) and water purifiers, where it is yet to realize full
potential.

...and specialty products

TTCH is also entering nutritional solutions. We believe nutraceuticals presents a
huge global opportunity, with an estimated B2B market size of ~USD60b in 2016 and
B2C market size of ~USD182b, which is expected to grow at 9% CAGR till 2021. At
full utilization, we expect the current planned nutraceuticals capacity addition (likely
to be commercialized by 1QFY20) to contribute 4% of consolidated sales and 5% of
consolidated EBITDA. This would increase to 9% of consolidated sales and 10% of
consolidated EBITDA on doubling capacity, and 13% of consolidated sales and 15%
of consolidated EBITDA on tripling capacity, with global B2B market share at just 0.1-
0.3%. Besides, it is foraying into yet another technology-enabled, differentiated
business — highly dispersible silica (HDS). HDS is a substitute for carbon black, which
had a market of INR50b in India in 2016.

Initiating coverage with a Buy rating

TTCH has traded at a one-year forward EV/EBITDA of 7.5x (average) for the last five
years. Our SOTP-based target price is INR940 (implied EV/EBITDA of 9.7x).
Considering the increased focus/business transformation toward higher-RoCE
segments (specialty and consumer products) and the divestment of a regulated
business (fertilizers), we believe it is fair to assign ~30% premium to its five-year
average EV/EBITDA. We expect TTCH to continue its journey to become a larger
specialty and consumer play. As at the end of FY17, net debt stood at INR52b. We
expect the company to become net-debt-free by FY20, with (i) cash generated from
the divestment of the fertilizer business, (ii) sale of investment in Tata Global
Beverages shares, (iii) internal accruals, and (iv) potential sale of investment in
group companies. Average free cash flow yield over FY19-20 is estimated at ~9%.
We initiate coverage with a Buy rating and a target price of INR940 —36% upside.
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Company overview

Tata Chemicals (TTCH) started its journey in 1939 from Mithapur, Gujarat. It is
now a global company with businesses in inorganic chemicals & crop nutrition,
crop protection and consumer products.

The company is the world’s second largest soda ash producer with combined
capacity of ~4.2m tons. With manufacturing facilities in India, UK, Kenya and US,
TTCH is the world’s most geographically diversified soda ash firm, with almost
two thirds of capacity comprising natural soda ash.

Exhibit 1: TTCH’s segmental and geographical mix (FY17)

Segmental Revenue Segmental EBITDA Geographical Revenue
Specialit
P & y Speciality Europe,
consumer & Africa, 2%
27% consumer 4%
’ , 29%
Commodi America, 2;';0’
Fertilizer, ty, 56% - 24%
16% Fertilizer, 0
’ 3% Commodi
ty, 68%
Note: Specialty consumer includes salt, other consumer and agri inputs, Source: Company, MOSL
Exhibit 2: TTCH’s sales mix
FY15 FY17 FY20E
16% 14%
36%
43% 12% 18%
56%
679
15% %
9%
13%
Fertiliser Consumer Agriinputs Soda Ash+ Other Inorganic chemicals
Exhibit 3: TTCH’s EBITDA mix
FY15 FY17 FY20E
10% e 19%
16%
18%
57% LE 15%
15% 68% 67%
Fertiliser Consumer Agriinputs Soda Ash+ Othe Inorganic ¢ hemicals

Source: Company, MOSL
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Exhibit 4: TTCH’s EBITDA margin mix

Fertiliser Consumer Agriinputs @ Soda Ash & other inorganic chemical
279
25% %
22% 0
19% 20%
17% 16%
0,
15% 13%
4% 3%
0%
FY15 FY17 FY20E
Source: Company, MOSL
Exhibit 5: TTCH’s business segments
4 Living Essentials N
LIVING
- *TTCH aims to provide nourishment and nutrition to millions of consumers across
% s il India through iodized and iron-fortified salt, high protein unpolished pulses, aromatic
L i spices, as well as nutritional products and ingredients -- Nx (low-calorie sugar

substitute) and NQ range.

ﬁaﬁzé eTata Swach is an innovative, low-cost, nanotechnology-based, offline water purifier,
| ~~ |/ providing safe water to the masses through a social enterprise model.

o

4 Industry Essentials
INDUSTRY . . . . . . q
*TTCH strives to provide sustainable inorganic chemistry solutions to customers across the

o i i ' globe. The key products, soda ash and sodium bicarbonate are vital ingredients to diverse
*‘—*.ég' "‘-3%; | industries including glass, detergents, sodium silicate, textiles, food, feed, mining and
ma chemical processing.

' *The company's business strategy is delivering value-added, differentiated products and
; : solutions while driving cost competitiveness.
S _4

4 Farm Essentials
FARM

*TTCH offers multiple farm inputs that are required to improve crop health and productivity.
These include fertilizers, pesticides, specialty nutrients, seeds and agro-services.

eTata Kisan Sansar and Rallis Kisan Kutumb are networks that offer information on new and
improved agronomic practices and facilitate use of agricultural inputs.

/

Source: Company, MOSL
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Exhibit 6: TTCH’s inorganic business segment

Chemicals

Sodium Bi

Carbonate

1 1
Mithapur, TCNA - North : Mithapur,
Gujarat, India America N —— Gujarat, India

Green River, Northwhich, Magadi, Lake

Mithapur,

PN Gujarat, India

Northwhich, UK

Wyoming, USA UK Magadi, Kenya

Source: Company, MOSL

Exhibit 7: TTCH’s global presence

Geographical Presence
‘o R
® g
oty ©
® oy
o @ JoriHastar
Maxics Herth
o
Sub Saharan Africa
o
= Southand East Atrica
@  Manufacturing Facilities ’ ‘
[ - JEELE Arganting
(-]

Babrala, Uttar Pradesh

Haldia, West Bengal
Sriperumbudur, Tamil Madu
Bengalury, Kamataka (Metahelix)

1. Mithapur, Gujarat

2. Ankleshwar, Dahej,
Guijarat (Rallis)

3. Lote, Maharazhtras (Rallis)

4, Akola, Maharashtra (Rallis)

Lol B S

Source: Company, MOSL
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Transforming to a consumer product focused company

Specialty and consumer products to contribute 33% of revenue by FY20

®  Under its commodity portfolio, TTCH operates the soda ash and sodium bicarbonate
business, wherein it is a global leader. This business acts as a cash generator (steady in
terms of growth: average of 3-4%).

m It also has growth engines in the form of the specialty and consumer products — the
company should be able to enhance focus on this business following its exit from the
regulated fertilizer business.

®  We expect the contribution of the specialty and consumer business to increase from
25% in FY18 to 33% by FY20 (based on its existing portfolio), while the company's
internal target is to reach 50% via the launch of new products.

Specialty and consumer (S&C) to contribute 33% to total revenue by FY20
The commodity business (73% of revenue) as of FY17 includes soda ash, sodium bi-
carbonate, cement and fertilizers. The S&C business (27% of revenue in FY17)
includes salt, agri inputs, pulses, spices and nutritional solutions. As planned, TTCH
has exited the highly regulated fertilizer business (urea and phosphatic), allowing it
to focus more of the efficient S&C business — the contribution of this business is
expected to increase to 33% by FY20, considering the current product portfolio.
However, the company aims to take the total contribution of the business to 50%
based on its planned product pipeline. EBITDA of the S&C business is expected to
grow at a CAGR of 14.6% over FY18-20 to INR8.8b while EBITDA of the commaodity
business is likely to grow at a CAGR of 6.4% to INR17.8b.

Exhibit 8: Contribution of specialty & consumer business to increase to 33% in FY20

Specialty and Consumer Business Commodity Business
76% 73% 75% 69% 67%
24% 27% 25% 31% 33%
FY16 FY17 FY18E FY19E FY20E

Source: Company, MOSL

Exhibit 9: S&C business revenue to grow at ~14.2% CAGR Exhibit 10: Commodity business to decline at CAGR of 5.5%
over FY18-20E over FY18-20E
Specialty and Consumer Business Revenue (INR b) Commodity Business Revenue (INR b) =—O=—Growth (%)
—O—Growth (%) 14.1 14.2 70

36.6
-16.9
366 36.8 42.0 118.3 . 81.0 86.7
Y16 Fy17 FY19E FY20E FY16 FY17 FY18E FY19E FY20E
Source: Company, MOSL Source: Company, MOSL
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Directing cash inflow toward efficient businesses

Selling of stake in group companies and exit from regulated fertilizer
business to help generate cash flows

m  The divestment of the fertilizer business and the sale of investment in Tata Global
Beverages are expected to result in cumulative gross cash inflow of “~INR39.7b in FY18.
Internal accruals should also further aid cash flow.

m  The company is also focusing on working capital, which has reduced by INR21b over
the past two years. Strong cash flows will allow part repayment of debt and also help
to invest in higher-RoCE businesses like specialty & consumer.

m  We expect TTCH to be net debt free by FY20 from net-debt-to-equity of 0.7x in FY17.
This will also help reduce interest outgo from INR4.1b in FY17 to INR2.1b in FY20,
boosting profitability.

m  Part cash flow will also be invested in manufacturing facilities to develop scale in the
specialty business of new materials (such as HDS and nanomaterial) and nutritional
solutions (such as oligosaccharides and polyol). At full potential, these businesses
should generate RoCE of 20-25%.

Reduction in debt via sale of fertilizer business and investments

TTCH sold its urea and customized fertilizer business in Babrala to Yara Fertilizers
India in August 2016 for INR26.8b. The transfer of assets to Yara was completed on
12 January 2018. It also sold its phosphatic fertilizer business in November 2017 for
INR3.75b excluding outstanding subsidy amounts. The transaction is expected to be
completed by March 2018.The move was driven by TTCH’s plan to build the
consumer and inorganic chemical businesses, and to focus on the farm business
through subsidiaries, Rallis and Metahelix. This should help TTCH to focus more on
the commodity and specialty & consumer businesses, and thus, foster growth.

TTCH was also able to reduce its working capital by selling the urea business — note
that the fertilizer business is government-regulated and requires significant
investments. Sale of the urea segment proved beneficial for TTCH as working capital
in this business accounted for 31% of the company’s overall working capital.

TTCH has reduced debt through focus on working capital, ultimately leading to a
reduction in the debt-to-equity ratio to 0.7x in FY17 from 1.1x in FY16.

Exhibit 11: Urea business WC investment constitutes 31% of total investment in WC

. . Urea Business as a %
Particulars TTCHINR m For Urea Business ?

of Total TTCH
Inventories 15,075.4 1,266.8 8%
Trade Receivable 29,227.7 8,344.2 29%
Less: Trade Payable 13,468.5 89.1 1%
Net 30,834.6 9,521.9 31%

Source: Company, MOSL
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Exhibit 12: Cash flow from sale from fertilizer business and investments

Particulars INRm
Urea business

Deal Value (1) 26,820
Book Value (2) 10,210
Subsidy as a part of deal (3) 7,400
Capital appreciation (1-2-3) 9,210
Tax @30% on capital appreciation 2,763
Profit/Net Cash from sale of Urea (Excluding Subsidy) (A) 16,657
Net Cash from sales of Urea (Including Subsidy) (G) 24,057

Tata Global Beverage

Sales of TGBL shares (43.18 mn share @ 213.35) (H) 9,211
BV of TGBL 6,500
Profit from sale (B) 2,711

Phosphatic Fertilisers business

Deal Value (D) 3,750
Book Value of Business (E) 8,863
Loss from sale of phosphatic fertiliser (D-E) (F) -5,113
Complex fertiliser subsidy outstanding as on Q3FY18 (1) 7,840
Total Cash inflow (Including loss from sale from phosphatic fertilizer and urea subsidy

39,745
(G+H+D+F+l)
Profit from Sale of Urea & phosphatic fertiliser and TGBL (A+B+F) 14,255

Source: Company, MOSL

Stake sale in Tata Global Beverages generated cash of INR9.2b

The Tata Group has been in constant talks to reduce the complexity in group
holdings, which would help group companies to carry core assets on its balance
sheets, and thus, allocate capital efficiently. Cross-holdings in companies where
shares of different companies are held by each other are being reduced. As a result
of the strategic restructuring, TTCH sold its holdings in Tata Global Beverages to Tata
Sons for a consideration of “INR9.2b in September 2017. Such restructuring in the
Tata Group will keep significant free cash flows at TTCH's disposal.

What lies ahead...
Apart from the above, TTCH has other non-core investments amounting to INR16.8b
at its disposal, which could be potentially sold as part of its strategic restructuring.

Exhibit 13: Non-core investments held by TTCH

Particulars Shar(le\l:’(.ln m) Market Price M(al;kleNtR\/ :\I;‘ €
The Indian Hotels Co. Ltd. 8.9 136 1,211.5
Oriental Hotels Ltd. 2.5 43.7 110.4
Tata Investment Corporation Ltd. 0.5 763.6 363.4
Tata Steel Ltd. 2.5 578.5 1,441.7
Tata Motors Ltd. 2.0 338.8 666.2
Titan Company Ltd. 13.8 943.9 13,050.5
Market Value of Non-Core Investments 16,843.6

Note: Price as on 27" March 2018, Source: Company, MOSL
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Potential areas to allocate cash generated from divestment process

Exhibit 14: Potential areas to allocate cash from non-core assets

>
S c
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w 2
-
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<

Repayment of debt

Deploy in specialty &
consumer business

Source: Company, MOSL

Repayment of debt to save interest outgo, boost profitability

The funds received from the sale of the fertilizer business and available cash in hand
could be used to repay debt and to invest in consumer business, leading to savings
in interest expense, and ultimately, increasing earnings. Debt repayment would lead
to 48% reduction in interest cost from INR4.1b in FY17 to INR2.1b in FY20. The
management intends to use the cash from sale of fertilizer business and investments
to retire India debt (INR20.5b in FY17). We assume long-term debt repayment of
INR15b in the standalone entity through the sale of fertilizer business and
investment in Tata Global Beverage. We also assume debt repayment of INR2.5b
each in the US and Europe & Africa businesses in FY18.

Exhibit 15: Transformation into a net debt-free company

Exhibit 16: Debt reduction to lower interest expense

11

Net Debt (INR b)

—O— Net Debt to Equity Ratio

FY16

FY17

FY18E

FY19E FY20E

Interest Expense (INR b) —O=Interest Coverage Ratio

5.3 4.1 3.3 2.4 2.1

FY16 FY17 FY18E FY19E FY20E

Source: Company, MOSL

Source: Company, MOSL
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Unleashing the specialty & consumer business potential

Leveraging on Tata Salt’s distribution strength

®  TTCH has been a pioneer in developing the market for iodized salt in India, and enjoys
a share of 25% in the country's powdered salt market.

® It has a distribution network of 1.7m retail outlets, reaching 143m households across
India. Compared to the other prominent FMCG companies in India that have an
average retail reach of 5-6m outlets, we believe TTCH has ample room for growth.

m Leveraging on the network, TTCH has expanded its horizons to include branded pulses,
spices, besan (gram flour) and water purifiers, wherein it is yet to realize full potential.

m It is also entering nutritional solutions, backed by years of deep understanding and
scientific research. Besides, it is foraying into yet another technology enabled,
differentiated business — highly dispersible silica.

Tata Salt’s sweet success to continue

Estimated annual consumption of edible salt in India is 6m tonnes. Demand for
edible salt is expected to grow at ~1.5%. The market continues to move toward
higher share of branded salt, with increasing awareness about product quality,
visible purity and iodine content. Specialty salts like rock salt and black salt have
increased presence in modern format stores.

Tata Salt continues to be the leader in the national branded salt segment, and ‘I-
Shakti’ is the third-largest brand in terms of market share. TTCH commands a
market share of 25% in the Indian salt market (29% if ‘I-Shakti’ salt brands are also
taken into consideration). Tata Salt Lite continues to be the leading brand in the low
sodium salt segment, and Tata Salt Crystals leads in the crystal salt segment. As the
brand continues to grow, a number of products designed to cater to specific needs
of the consumer have been added to the portfolio in recent years, such as Tata Salt
Lite, Tata Salt Plus and Sprinklers. In FY17, the company launched rock salt and black
salt in attractive crusher formats, which were well received in the launch markets.

Exhibit 17: Bifurcation of salt market in India Exhibit 18: TATA Salt’s share in India’s salt market
25.2
24.6
24.2
Branded
0,
Unbranded a4%
0,
>6% 21.6,
FY14 FY15 FY16 FY17
Source: MOSL Source: Company, MOSL

Salt is likely to deliver sales CAGR of ~5.5% over FY18-20. TTCH’s market share in
some markets is as high as 35-40%, while in some other markets, it is way below
25%. It has lower market share in the South and East — the regions where the

company intends to strengthen focus. TTCH plans to focus on growing its market
share by increasing its distribution reach and manufacturing capacity. It reaches

2 April 2018
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about 1.6m retail outlets compared to prominent FMCG players’ reach of 5-6m
retail outlets, implying significant headroom for growth. TTCH will increase its
capacity from 1mt to 1.5mt in phases over the next five years. TTCH has also added
team members to fulfill its growth targets. Tata Salt’s distribution has always
focused on wholesale channels. This strategy has led to lower focus on on-ground
sales. TTCH is now shifting its focus from wholesale to retail channels.

Existing salt distribution network to foster growth in consumer business
Tata Salt commands 25% share in the Indian salt market. However, if we consider
only the branded segment, it commands 66% share, clearly a leader in the salt
market in India. Tata Salt reaches 143m households across the country annually. It is
the largest distributed brand, with a reach of 1.7m retail outlets across India. This
could be used to foster growth of consumer products (pulses, spices, nutritional and
other products) in TTCH’s pipeline.

Exhibit 19: TTCH’s salt products range

TATA

PLUS

Iron + lodine

Source: Company, MOSL

Exhibit 20: TATA Salt revenue and growth Exhibit 21: TATA Salt volume and realization
Vol in '000MT) —O— Realisati INR t
21.8 Revenue(INRb) =—=O=—Growth(%) olume (in ) ealisation ( per tn)
19.0
12,068 11,199 11,636 11,870
10,078 12,776
11,499 11,521 11,753
8.8 10.8 113 12.2 11.7 12.4 125 132 139 876 936 940 956 1,049 1,073 1,073 1,127 1,172
(o] o < n (] ~ w L w o~ (45} < wn o ~ Ll w w
- e e -
w '8 [F8 E5 o L > > > w [ [N [ (18 w > > >
[V [N [V [V [N [V
Source: Company, MOSL Source: Company, MOSL

Expanding consumer business horizon through Tata Sampann brand
TTCH, via its Tata Sampann umbrella brand, offers unpolished high protein pulses
range, low-absorb besan (gram flour) made from 100% chana dal, and the uniquely
developed range of spices. The focus is to capitalize on demand for wholesome
food with good taste.
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Exhibit 22: Growing number of products in consumer business

No. of products in CPB portfolio
29

27
24

12

FY14 FY15 FY16 FY17

Source: Company, MOSL

Pulses — focus on grade-A stores

The pulses market in India is largely unbranded. However, many business houses
have entered the market over the past few years. Due to the government’s policy
changes for regulating stock movement and prices, there was a downward trend in
the pulses commodity cycle in CY16, because of which branded players suffered.
TTCH has taken necessary steps to eliminate such risks, and intends to focus on
grade-A category of stores.

Exhibit 23: Growing reach of pulses (no. of outlets)

122,000 128,000
4 %
92,000
45,000
FY14 FY15 FY16 FY17

Source: Company, MOSL

Exhibit 24: TATA Sampann’s wide portfolio of pulses
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Besan: TTCH’'s differentiated health-focused products ready to tap
opportunity

The besan (gram flour) market is estimated at INR200b, but the product is
associated with guilt, because of its heavy usage in fried snacks. Besan is mostly
used in the making of fried snacks such as pakoras, bhajjis, sev and gathiyas. To
make snacks crispier, they are often deep fried, which leads to higher oil absorption.
This increases the chances of weight gain and other health issues. Therefore,
consumers look for ways to prepare besan snacks with less oil while retaining the
same taste and crispiness. TTCH has launched besan that absorbs less oil and is
healthy.

The besan market is largely unbranded in India, and there is a significant
opportunity to introduce superior branded variants by driving the ‘Low Qil Absorb’
differentiation. The differentiated offering commands up to 10-15% premium over
ordinary unbranded besan. TTCH’s portfolio consists of ‘Tata Sampann Low QOil
Absorb Besan’ and ‘Tata Sampann Fine Besan’. Since the launch in January 2016,
TTCH has achieved volumes of 13,000 tonnes.

Exhibit 25: TATA Sampann — another innovative product in basket
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Source: Company, MOSL

Exhibit 26: TATA Sampann’s products on Amazon
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Source: Company, MOSL
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Exhibit 27: TATA Sampann’s products on Grofers

Tata Chemicals

Tata Sampann Arhar
Dal/Toor Dal

1kg

Tata Sampann Chilka
Unpolished Green Moong...

500 gm

Tata Sampann Chana Dal

S

Tata Sampann Chitra

Tata Sampann Garam
Masala

100 gm

Tata Sampann Unpolished
Yellow Moong Dal

500 gm

-
Cdal Tim i

Tata Sampann Red Chilli
Powder

200 gm

Tata Sampann Meat

Tata Sampann Besan

500 gm

=

Tata Sampann Turmeric
Powder/Haldi

200 gm

m*.

[Ty
omdn Cizg
oy

L)

R
Tata Sampann Kitchen
King Masala

100 gm

?é% Add To Cart

- |
ALl *
. I

G

Tata Sampann Chicken

e
s Lind

- B

Tata Sampann Unpolished
Arhar Dal/Toor Dal

500 gm

-

Tata Sampann Sabut
Unpolished Green Moong...

500 gm

Tata Sampann Punjabi
Chole Masala

100 gm

Tata Sampann Dhuli White

White Rajma Masala Masala Urad Dal
500 gm 100 gm 100 gm 500 gm
Source: Grofers, MOSL
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Exhibit 28: TATA Sampann’s products on BigBasket
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TATASAMPANN "ATA SAMPANN TATASAMPANN TATA SAMPANN
Powder - Turmeric Powder - Coriander Powder - Chilli Powder - Coriander
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Source: Company, MOSL

Spices: Adding flavor with health-focused objectives

The total branded spices market in India is around INR150b in size. Chilli, turmeric
and coriander account for 80% of the pure spices market. The market is fragmented
and commoditized, with over 3,000 local brands. Garam masala, meat masala,
chicken masala, and kitchen king masala, among others are the popular blends cross
regions.

TTCH has developed a portfolio of four pures (Chilli, Turmeric, Coriander, Shahi Lal
Mirch) and eight blends (Punjabi Chole Masala, Dal Tadka Masala, Kitchen King
Masala, Garam Masala, Meat Masala, Paneer Masala, Chicken Masala and Pav Bhaji
Masala). These are 100% pure and unadulterated, with guaranteed levels of active
ingredients, ensuring the best quality. It is currently present in 16 states, with the
highest market share being in the state of Punjab (around 5%). Going forward, TTCH
plans to scale up the spices business by leveraging TATA Salt’s distribution network
and expanding direct reach to outlets beyond its current coverage. Foraying into the
global markets is also a priority, as the opportunity landscape is widening. New
variants, product formats and customized offerings are consistently being
developed.
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Exhibit 29: TATA Sampann spices

NATURALLY RICH

=4 r
Hivdiore Filnsada sampgant

Source: Company, MOSL

Exhibit 30: Business value chain for Salt, Pulses, Besan, Spices and Nutritional Solutions
Business Value
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Expanding horizons of speciality — nutraceuticals to
enable flight

Huge opportunity to change Tata Chemical’s business dynamics

m  TTCH would focus on both B2B and B2C space in the nutraceuticals industry, aiming at
bulk supply to global as well as domestic companies. Its plant at Nellore, Andhra
Pradesh is likely to commence in 4QFY19 and commercialization is expected in
1QFY20.

m  We estimate the size of the B2B global nutraceuticals industry at ~USD60b in 2016,
growing to ~USD92b in 2021.

m  We expect the segment to generate EBITDA margin of 24-25%, with RoCE at 20-25%.

Global nutraceuticals market to grow at CAGR of 7.5% over 2016-21
Nutraceuticals are food or fortified food products that not only supplement the diet
but also assist in treating or preventing disease, providing medical benefits. The
nutraceutical market mainly constitutes functional foods and beverages and dietary
supplements. Dietary supplements are present in the form of tablets, capsules and
liquids. The nutraceutical ingredients include pre-biotic and pro-biotic vitamins,
minerals, fibers, proteins, omega-3 and structured lipids, amino acids, and various
other ingredients.

Nutraceutical ingredients find application right from cereals, grains, nuts,
vegetables, fruits, dairy products, poultry products, sea food and confectionery
items to non-alcoholic beverages like juices, energy drinks, sports drinks, etc. Few
examples of functional foods are yogurts with pro-biotics, drinks with herb blends,
soya beverages rich in proteins, etc. The functional food category is seeing the
highest growth in energy drinks, healthy snacks and breakfast products.

According to Research & Markets, the B2C global nutraceuticals industry is valued at
USD198.7b (in 2016). It is expected to grow at a CAGR of 7.5% over 2016-21 to
USD285b. The functional global beverages market was valued at USD71.5b in 2016
and is expected to grow at a CAGR of 8.1% over 2016-21 to USD105b. The functional
global food market was valued at USD64.6b in 2016 and is expected to grow at a
CAGR of 7.4% over 2016-21 to USD92.3b.

Currently, the US, Europe and Japan account for most (93%) of the total global
nutraceuticals market. The market, however, seems to have attained maturity in all
the three regions. Therefore, the nutraceutical players across the world are now
turning their attention to emerging markets like India and China. India is one of the
most rapidly-growing nutraceuticals markets in the Asia-Pacific region. According to
ASA & Associates, the nutraceuticals industry in India was worth about USD2.2b in
2015 and is estimated to grow at a CAGR of 20% over 2019-20 to USD6.1b.
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Focus on nutraceuticals space to transform Tata Chemicals

TTCH’s nutritional solutions plant at Nellore, Andhra Pradesh is likely to commence
in 4QFY19 and commercialization is expected in 1QFY20. The company intends to
set up a state-of-the-art biotechnology unit with a capacity of 5,000TPA and the
capex for the plant will be INR2.7b. The plant is for manufacturing of fructo-
oligosaccharides (FOS), a natural sweetener used in infant milk powder, cereals &
dairy, and galacto oligosaccharide (GOS), which belong to the group of prebiotics.

TTCH is entering into the B2B space of nutraceuticals, with focus on bulk supply to
overseas companies. It has already built a global supply chain and relationships
across the globe. We estimate the size of the B2B market at ~USD60b (assumed cost
of goods sold of global B2C players) in 2016. Assuming similar growth of 7.5% in the
global B2C nutraceuticals industry, the B2B market is estimated to reach USD92b in
2021.

We did a scenario analysis assuming asset turnover of 1.5x and 2x. According to our
analysis, EBITDA margin of the business would be 24% (at 1.5x asset turnover, and
assuming RoCE of 20% and working capital to sales at 35%) in Scenario-1 (refer
exhibit-33) and 25% (at 2x asset turnover, and assuming RoCE of 25% and working
capital to sales at 40%) in Scenario-2 (refer exhibit-33).

At the current planned capacity, the nutritional solutions segment is expected to
contribute 3-4% to consolidated sales and 4-5% to consolidated EBITDA (refer
exhibit 31 & 32). Assuming doubling of capacity, the segment is expected to
contribute 7-9% to consolidated sales and 8-10% of consolidated EBITDA. Assuming
tripling of capacity, the segment is expected to contribute 10-13% of consolidated
sales and 11-15% of consolidated EBITDA with global B2B market share at just 0.3%.

Exhibit 31: Case-l (Asset turnover 1.5x)

Contribution to Contribution to

Scenario TI:II:'::; (EI:IIII?:; Globsa':::l:rket Consolidated Consolidated
sales EBITDA
Current capacity (5000 TPA capacity) (Announced) 4125 1100.0 0.07% 3% 4%
Scenario 1 (10,000 TPA capacity) 8250 2200.0 0.14% 7% 8%
Scenario 2 (15,000 TPA capacity) 12375 3300.0 0.21% 10% 11%
Source: Company, MOSL
Exhibit 32: Case-2 (Asset turnover 2x)
) Revenue EBITDA Global Market Contrlbt.xtlon to Contrlbt.mon to
Scenario (INR M) (INR M) Share Consolidated Consolidated
sales EBITDA
Current capacity (5000 TPA capacity) (Announced) 5,500 1375.0 0.09% 4% 5%
Scenario 1 (10,000 TPA capacity) 11000 2750.0 0.18% 9% 10%
Scenario 2 (15,000 TPA capacity) 16500 4125.0 0.28% 13% 15%

Source: Company, MOSL
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Exhibit 33: Tata Chemical’s Nutritional Solutions segment Profit & Loss A/C (Estimated)

Tata Chemicals

INR Mn Scenario | (Asset turnover 1.5x) Scenario Il (Asset Turnover 2x)
Net block 2,750 2,750
Working Capital (as % of sales) 35% 40%
Working capital 1,443.8 2,200
Capital employed 4,194 4,950
RoCE 20% 25%
Asset Turnover 15 2.0
EBIT 838.75 1,238
Revenue 4,125 5,500
Depreciation 138 138
EBITDA 976 1,375
EBITDA Margin 24% 25%

Seeding the specialty and nutritional portfolio

Source: Company, MOSL estimates

TTCH’s innovation center (IC) in Pune supports the diverse needs of its businesses
along with synergistic programs with Tata Group companies. The nutritional
solutions unit, operating as a start-up, will focus on building scale in the specialty
businesses. MoU was signed with the Andhra Pradesh government to invest
INR2.75b for a greenfield biotechnology manufacturing unit for food ingredients and
formulations developed at TTCH’s IC. During the year, the IC developed a highly
dispersible silica formulation that is suitable for tyre applications, and the company
is planning to manufacture precipitated highly dispersible silica (HDS) in Gujarat.

The nutritional solutions business unit offers optimal nutrition through dietary
solutions in the form of highly differentiated, science-based innovative ingredients
and formulations. TTCH’s bio-easy platform brings together knowhow of
biogenomics, food technology, material sciences and biotechnology to ensure that
the right nutrient is delivered in the right way to the consumer. This involves
collaboration and co-creation with customers in a project mode.

FY17 was the second full year of operations of the greenfield proof-of-concept
manufacturing unit at Sriperumbudur near Chennai. During the year, the unit
produced several grades of fructo-oligosaccharides (FOS) and FOS-based
formulations and sold a total of 680 tonnes of FOS across India. Albeit being a new
product, it has garnered wide acceptance as a prebiotic healthy sweetener for
categories such as dairy, bakery and confectionery. Based on market requirements
and formulation capabilities, the business has introduced new variants of healthier
and natural sweeteners that are alternatives to cane sugar for both institutional and
retail segments. Additionally, at the request of key customers and to leverage
synergies with company-manufactured products and formulations, complementary
products were added to the product portfolio. In FY17, the business achieved a
turnover of INR269m, more than 300% increase over the previous year.
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Exhibit 34: Artificial sweeteners

Source: Company, MOSL

During the year, TTCH initiated critical clinical studies and technology ramp-up for
downstream processing and spray drying. The business has also initiated market
seeding with customers in the US to gain insights; this will aid business development
efforts in anticipation of the upcoming commercial-scale 5,000 tonnes
manufacturing unit at Nellore, Andhra Pradesh.
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HDS - a future technology for tyre industry

Tata Chemicals on right track, with filing of eight patents

m  Highly dispersible silica (HDS) is a substitute for carbon black, which has an INR50b
market in India. It scores over carbon black on various parameters — reduced rolling
resistance, reduced emissions and better aesthetic appeal.

m  TTCH is set to manufacture HDS, with an initial capacity of 50,000TPA, which will
enable it to grab ~12% share in India’s HDS market at full utilization.

m  Assuming fixed asset turnover of 1.5x and RoCE of 20%, we expect HDS business to
generate a revenue of ~“INR4.5b in first year of operations, with a margin of ~23%.

HDS - impressive prospects

HDS is a product used in tyres, primarily for rubber reinforcements. It is expected to
benefit the tyre industry by lowering rolling resistance for improved vehicle fuel
economy, reducing greenhouse gas emissions, increasing traction for improved
safety/handling and improving wear resistance compared to traditional compounds.
In addition, HDS has an aesthetic appeal, wherein it can be mixed with different
colours — it acts as a catalyst for the preparation of tyres in different colors.

The current compound used in tyres for the same purposes is carbon black. It
constitutes almost 13% of a tyre’s total cost. In the near future, HDS has a good
chance to replace carbon black and become an important input material in new-age
tyre manufacturing. In 2016, the market size of carbon black in India was INR50b.

Exhibit 35: HDS scores over carbon black

HDS Carbon Black

Expensive than Carbon black Cheaper to produce

Better performance Lower performance

Increased fuel efficiency Lower efficiency

Environment and human friendly Carcinogenic (Cancer Causing)

Source: Company, MOSL

HDS segment margin likely to be in the range of 22-23%

TTCH is setting up a manufacturing unit in Gujarat for precipitated HDS, mainly used
in the rubber and tyre industries, with a total capacity of 50,000TPA. The total
investment will be INR2.95b. Trial runs are expected to commence in 4QFY19 and
commercialization is likely in 1QFY20. Technology for the HDS has been developed
at the IC (innovation center) in Pune, for which eight patents have already been
filed. We expect the company to grab ~12% share in India’s HDS market at full
capacity utilization. We estimate EBITDA margin of the business at 22-23%,
assuming RoCE of 20-25%.
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Exhibit 36: Tata Chemical’s HDS business Profit & Loss a/c (estimated)

Tata Chemicals

Particulars (INR Mn) Scenario | (Asset turnover 1.5x)

Scenario Il (Asset Turnover 2x)

Net block 2,950
Working Capital (as % of sales) 30%
Working capital 1,327.5
Capital employed 4,278
RoCE 20%
Asset Turnover 1.5
EBIT 855.5
Revenue 4,425
Depreciation 147.50
EBITDA 1,003
Margin 23%

2,950
30%
1,770.0
4,720
25%
2.0
1,180
5,900
147.50
1,328
23%

Source: Company, MOSL estimates
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Soda ash to show steady performance

Tata Chemicals

Cost advantage over its peer, as 70% of capacity is natural soda ash

m  TTCH’s soda ash realizations have seen robust growth over FY12-17 across

geographies: 6% in India, 11% in Europe, 8% in North America, and 5% in Africa.

However, volume decline led to flattish growth in consolidated soda ash revenue.

®  Going forward, we expect consolidated soda ash revenue to grow at a CAGR of 5%

over FY17-20, driven by both volume and realization growth.

World’s second largest soda ash manufacturer
With a capacity of ~4.2m MT of soda ash and 0.2m MT of sodium bicarbonate across
its manufacturing facilities in India, UK, Kenya and US, TTCH has a competitive
advantage of being the world’s most geographically diversified soda ash company.
Almost 70% of its soda ash capacity is manufactured via the natural route. The
plants at Mithapur (India), Wyoming (the US), Northwich (the UK) and Magadi
(Kenya) have their own unique operational philosophy.

Exhibit 37: TTCH’s operations in various geographies across the globe

Name of the TATA TATA Chemicals TATA Chemicals TATA Chemicals
company Chemicals India North America Inc. Europe Holdings Limited Magadi
Type of soda ash v/ Synthetic < Natural v' Synthetic < Natural
. . %  United States of . : .\ :
Place of operations v India n! e_ ates o v" United Kingdom % South Africa
America
v'  Limestone, coke, . v'  Limestone, coke, .
. < Coal, Natural gas, «» Coal, Natural gas,

Raw Material coal, natural gas, HFO coal, natural gas, HFO

CO2, Ammonia C0O2, Ammonia
Logistics v" Road, Rail and sea < Road, Rail and sea v" Road, Rail and sea ** Road, Rail and sea
Distribution v' Direct 73%, Channel % Direct 73%, Channel v" Direct 73%, Channel < Direct 73%, Channel

Partners 27% Partners 27% Partners 27% Partners 27%
Unique operation v/ Mithapur: It is an < Wyoming: v" Northwich: It is one « Magadi: It is Africa’s

philosophy

integrated inorganic
chemicals complex,
manufacturing soda
ash, edible salt,
sodium bicarbonate,
cement, marine and
caustic chemicals.

Manufacturing facility
consists of an
underground trona
mine and a surface
refining plant that
processes the ore
into soda ash.

of the continent’s
leading producers of
sodium carbonate,
soda ash, salt, sodium
bicarbonate and
other products.

largest soda ash
manufacturer and
one of Kenya’s
leading exporters. At
the facility, soda ash
is obtained by
washing and calcining
trona, a naturally
occurring form of
sodium
sesquicarbonate,
extracted from Lake
Magadi in Kenya.

Source: Company, MOSL
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Exhibit 39: Consolidated soda ash volume and realization

Exhibit 38: TTCH soda ash revenue mix by geography per tonne
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Source: Company, MOSL Source: Company, MOSL

Note: Europe revenue includes soda ash, sodium bicarbonate, salt and power

Global/Indian soda ash market to remain steady

Emerging economies, especially China, have been the primary growth drivers for
soda ash over the past decade, with increasing glass and detergent usage. However,
the year 2016 saw demand slowing down in China, with an estimated growth rate of
less than 1%. Several other regions, including the developed markets of North
America and Europe, however, showed relatively healthy growth during the year.
Global soda ash demand in 2016 is estimated to have grown ~1.9% to reach 56.6m
tonnes. Global demand is expected to grow at 2.1% annually through 2026.

Indian market demand growth increased by ~7% in FY16-17, after almost flat
volumes in the previous year. North American volumes are expected to be flat, with
the exception of incremental demand from Mexico’s container glass industry. US
exports are likely to face stiff competition from new production from Turkey and
Russia. The UK market remained reasonably flat for the year, with Tata Chemicals
Europe retaining its market leadership, leveraging production based out of both the
UK and US manufacturing facilities. Demand growth in the key markets of the
company’s African operations remained mixed.

Global soda ash capacity is estimated to have grown marginally by ~0.5m tonnes in
FY17. Regional overcapacity and tightening governmental policies resulted in
continued consolidation in China, leading to capacity remaining almost flat in FY16-
17. However, capacity addition occurred in other regions, including the Indian
subcontinent, the Middle East and Central Europe. Global capacity is expected to
grow at 2.1% annually through 2026, with Turkey leading capacity addition. India
continues to be a significant importer of soda ash, with 0.75m tonnes of imports in
FY16-17. While the Indian market is supplemented by soda ash from the US and
Kenya, UK demand is also catered to by substantial imports from the US.
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Exhibit 40: Soda ash uses globally (2017)

Tata Chemicals

Exhibit 41: Types of soda ash

Glass
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Source: Bloomberg, MOSL

Source: MOSL

Exhibit 42: Global soda ash demand to grow at a CAGR of 2.1% over 2016-26 (m tonnes)
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Exhibit 43: Global soda ash capacity mix (%)

Source: IHS and USGS Soda Ash, MOSL
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Exhibit 44: Global soda ash consumption mix (%)

Tata Chemicals
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Exhibit 45: Soda ash production process and its relative cost advantage
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Exhibit 46: Soda ash production process capacity (2016) mix

Other global natural, 2%

Other synthetic, 8%
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Source: IHS and USGS Soda Ash, MOSL
Exhibit 47: Soda ash price in India (INR per 50kg)

Exhibit 48: Soda ash price in China (USD per tonne)
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Source: Bloomberg, MOSL
Exhibit 49: Soda ash price in Europe (USD per tonne)

Exhibit 50: Soda ash price in US (USD per tonne)
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Exhibit 51: Sodium bi-carbonate price in India (per 50kg)
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Exhibit 52: Ammonia price in India (USD per tonne)

Exhibit 53: Ammonia price in Middle East (USD per tonne)
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Exhibit 54: Indonesian coal price (6322 KCAL)/tonne Exhibit 55: Natural gas price (Henry Hub; USD/MMBTU)
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Consolidated soda ash business to show steady performance
TTCH’s consolidated soda ash and sodium bicarbonate revenue was almost flat over
FY15-17. Realization grew at a CAGR of 1.8% and sales volume declined at 1.63% per
year. EBITDA grew at a CAGR of ~4%.
We expect consolidated soda ash and sodium bicarbonate revenue to grow at a
CAGR of 5% over FY17-20 to INR81.9b. Sales volume is likely to grow at a CAGR of
2% to 4.1m tonnes and realization at a CAGR of 2% to INR19,610/tonne. EBITDA is
expected to grow at a CAGR of 7% to INR17.2b and EBITDA/ton at a CAGR of 5% to
INR4,111.
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30



MoTIiLAL OSWAL

Tata Chemicals

India soda ash business to grow at healthy pace
Soda ash revenue grew at a CAGR of 7% over FY12-17, driven by higher realization.
Realization grew at a CAGR of 6% and sales volume grew at a CAGR of 1%.

We expect revenue to grow at a CAGR of 3% over FY17-20 to INR17.2m. Sales
volume would grow at a CAGR of 1% and realization would grow 2%.

Exhibit 56: India soda ash volume and growth

Volume (in '000 tonnes) =QO=— Growth (%)
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Exhibit 57: India soda ash revenue and growth

Revenue(INRb) —O=—Growth (%)
18.6
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Exhibit 58: India soda ash realization per tonne and growth

Realisation (INR/tonne)  =—O=—Growth (%)

15.6

14.1
11.7

3.0
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Exhibit 59: India soda ash scenario

34 Soda Ash India (in m tonnes)
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Source: Company, Ministry of Commerce and Industry, various industry sources

Exhibit 60: Soda ash market share mix in India

Import, 23% Tata Chemicals,
20%

Others, 5% —

Nirma, 27% GHCL, 25%

Source: Company and various industry sources

Tata Chemicals Europe likely to show steady performance

TCEHL (Tata Chemicals Europe Holdings Limited) revenue grew at a CAGR of 2% over
FY12-17, driven by higher realization. Realization grew at a CAGR of 11% and sales
volume declined at 8% per year. For TCEHL, the realization is a blended mix of soda
ash, sodium bi-carbonate, salt and power. EBITDA declined at 4% per annum over
FY12-17.

We expect revenue to grow at a CAGR of 2% over FY17-20 to INR17.3b. While sales
volume would grow at a CAGR of 0.4%, realization would grow at a CAGR of 2%.
EBITDA is expected to grow at a CAGR of 2.9% to INR2.5b. EBITDA/tonne is expected
to improve from GBP45 in FY17 to GBP48 by FY20.

Exhibit 61: TCEHL’s revenue mix (FY15)

Power, 21%
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Source: Company, MOSL
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Exhibit 62: TCEHL’s revenue and growth

Revenue(INRb) =—=O=—Growth
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Source: Company, MOSL

Exhibit 63: TCEHL’s total sales volume and growth

Total Sales Volume (in '000 Tonnes) =—O=— Growth (%) 48
4.0 .

-0.7 -1.0
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Note: Europe sales — total sales volume includes soda ash and sodium bicarbonate
Source: Company, MOSL

Exhibit 64: TCEHL’s realization and growth

31.1 Realisation (INR/tonne)  —O—Growth (%)

20.8 201 22.1

16,374 19,779 23,751 28,993 28,632 27,560 27,263 28,220 29,236

FY12 FY13 FY14 FY15 FY16 FY17 FY18E FY19E FY20E

Note: Europe sales — realization includes soda ash, sodium bicarbonate, salt and power
Source: Company, MOSL

Exhibit 65: TCEHL’s soda ash sales volume and growth

Sales Volume ('000 tonnes) soda ash ==QO=Growth (%)
5.0 6.0

3.5 3.7 -2.2
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Source: Company, MOSL
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Exhibit 66: TCEHL sodium-bi-carbonate sales volume and growth

Sales Volume ('000 tonnes) sodium bi-carbonatre —O— Growth (%)
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Source: Company, MOSL

Exhibit 67: TCEHL’s EBITDA/tonne

—O—EBITDA/tonne (GBP)
—O— EBITDA/tonne (INR) 3942 3869 4051 4244

13
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Source: Company, MOSL

Tata Chemicals North America operating performance likely to improve
Tata Chemicals North America (TCNA) revenue grew at a CAGR of 7% over FY12-
FY17, driven by higher realization. Realization grew at a CAGR of 8% and sales
volume declined at 1% per annum. EBITDA grew at a CAGR of 1% over FY12-17.

We estimate 5% CAGR in revenue over FY17-20 to INR37b. Sales volume would grow
at a CAGR of 2% and realization at 2.7%. EBITDA is expected to grow at a CAGR of
9% to INR8b. EBITDA/tonne is expected to grow at a CAGR of 6.3% in INR terms to
INR3,385 and at a CAGR of ~5% in USD terms to USD50.

Exhibit 68: TCNA revenue and growth

26.8 Revenue(INRb) =—=O=Growth (%)

23.1 26.0 29.3 30.2 30.1 31.9 32.0 34.4 37.1
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Source: Company, MOSL
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Exhibit 69: TCNA realization and growth

27

Realisation (INR/tonne)  —O=—Growth (%)
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Source: Company, MOSL
Exhibit 70: TCNA sales volume and growth

Volume (in '000 tonnes) —O=—Growth (%)
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Source: Company, MOSL
Exhibit 71: Realization of Ciner v/s TCNA (per tonne)

—O—Ciner —O—TCNA

228
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W
188
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NOTE: Ciner is the world’s largest natural soda ash producer, with a capacity of ~5.9m tonnes.
Source: Company, MOSL

Exhibit 72: EBITDA/tonne of Ciner v/s TCNA
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2012 2013 2014 2015 2016 2017 2018 2019 2020

Source: Company, MOSL
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Tata Chemical Africa operating performance to improve

TCML'’s (Tata Chemicals Magadi Limited) revenue declined at 2% per annum over
FY12-17, driven by lower sales volume. Realization grew at a CAGR of 5% and sales
volume declined at 11% per annum. EBITDA declined at 14% per annum over FY12-
17 to INRO.5b.

We expect revenue to grow at a CAGR of 10% over FY17-20 to INR7.8b. Sales
volume would grow at a CAGR of 8% and realization at a CAGR of 2%. EBITDA is
expected to grow at a CAGR of 33% to INR1.2b. EBITDA per tonne is expected to
grow at a CAGR of ~23% over FY17-20 to INR3,453 (USD51).

Exhibit 73: TCML'’s revenue and growth

28.0 Revenue(INRb) =—=O=Growth

6.4 6.3 7.0 6.8 7.0 5.9 6.9 7.4 7.8

FY12 FY13 FY14 FY15 FY16 FY17 FY18E FY19E FY20E
Source: Company, MOSL

Exhibit 74: TCML’s realization/tonne and growth

Realisation (INR/tonne)  —O—Growth (%)
35.9

11,556 13,503 13,077 17,773 15,792 14,739 14,350 15,000 15,694

FY12 FY13 FY14 FY15 FY16 FY17 FY18E FY19E FY20E

Source: Company, MOSL

Exhibit 75: TCML’s sales volume and growth

Volume (in '000 tonnes) —O— Growth (%)
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Source: Company, MOSL
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Exhibit 76: TCML’s EBITDA/MT

—O—EBITDA/tonne (INR)  —O—EBITDA/tonne (USD)
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Source: Company, MOSL

World’s fourth-largest sodium bicarbonate producer; sound long-term
fundamentals

Sodium bicarbonate is commonly used as an ingredient in leather tanning, dyes and
textiles, food additives, animal feed, pharmaceuticals, and air pollution control.
TTCH is the world’s third largest producer of sodium bicarbonate, with ~6% capacity
share — it is the market leader in India and the UK. Sodium bicarbonate demand in
India grew ~7% in FY16-17, as against ~4% growth in the previous year. The key
drivers of demand included food, feed and other industrial applications. TTCH
continues to believe in the long-term sound fundamentals of this business, and
maintains a market share in excess of 50%. Going forward, the company plans to
focus on developing and delivering new value-added offerings to its customers. Tata
Chemicals Europe retained its market share in the UK with increasing exports
volumes, which was also helped by the weakening sterling.

Exhibit 77: TTCH India’s sodium bicarbonate revenue Exhibit 78: TTCH India’s volume and realization per tonne

Sodium Bi-carbonate (INRb) ~ —O—Growth (%) Volume (In 000's tonnes)

13

222  =—O—Avg realisation per tonne (In 000's)

21.6
21.4

2.0
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FY16 FY17 FY18E FY19E FY20E FY16 FY17 FY18E FY19E FY20E
Source: Company, MOSL Source: Company, MOSL
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Farm inputs continue to aid growth
New product launches to provide necessary boost

Rallis India — presence across the value chain

TTCH’s subsidiary, Rallis India is one of India’s leading agrochemical companies, with
a comprehensive portfolio of crop protection products, plant growth nutrients,
seeds, crop services and contract manufacturing. Rallis is closely connected to over
1m farmers through the Rallis Kisan Kutumb Program.

Exhibit 79: Consolidated revenue to grow at a CAGR of 11%
over FY17-20E Exhibit 80: EBITDA margin expands 60bp over FY13-17

Revenue(INRb) —O—Growth (%) EBITDA(INRb) —O=—EBITDA margin (%)

19.8
14.4 15.0 15.0

17.4 16.4 16.3

127 146 175 182 163 174 179 20.6 23.7 21 2.1 27 28 2.3 26 27 31 39
FY12 FY13 FY14 FY15 FY16 FY17 FY18E FY19E FY20E FY12 FY13 FY14 FY15 FY16 FY17 FY18E FY19E FY20E
Source: Company, MOSL Source: Company, MOSL

Metahelix — a focused Hybrid seeds company

Metahelix, a subsidiary of Rallis India, is an agricultural biotechnology company
focusing on developing traits and technologies to improve productivity. Hybrid
seeds and traits are commercialized. Metahelix also exports its seeds to selected
countries. The current portfolio of products includes hybrid and research varieties of
various field crops (such as paddy, maize, pearl millet and Bt cotton) and vegetable
crops (such as tomato, hot pepper, okra, green peas and coriander). With significant
improvements in the market shares, it has narrowed the gap with the second largest
player in hybrid rice, and retained the second position in millet. In maize, it has
significantly improved its position, with growth of 35% in sales volumes over the
previous year. In addition to the strong business performance, Metahelix during the
year further strengthened its brand presence, helping it to realize better prices in
the market. On the seed production front, it strengthened its supply capabilities
with the addition of newer locations. During the year, Metahelix launched 11
products.
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Saturated soda
market, low scope for
growth

Due to global
operations, company
is exposed to foreign
exchange risk

OPPORTUNITY

Decrease in cost of
production of synthetic
soda ash threatens
benefits from producing
natural soda ash
Sudden increase in soda
ash capacity from
Turkey disrupting
market dynamics
Increasing competition
in salt business
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Bull & Bear case

Bull case

M In the bull case, we have assumed higher sales growth (driven by an increase in
price/volume) and operating margins.

M We had assumed 477bp EBITDA margin improvement over FY17-20 in the base
case. However, on account of a decline in raw material prices in our bull case

assumptions and benefits from economies of scale, we are assuming a 557bp
YoY improvement over FY17-20.

M In the bull case, we assume that the company will not pass on the benefit of
lower raw material prices, and thus, enjoy higher margins. We also estimate a
drop in natural gas & coal prices and lower freight costs, benefiting (i) exports
from North America, (ii) UK and India operations, a net importer.

M Further, the implied EV/EBITDA multiple is 10.9x FY20E v/s 9.7x in our base case,
considering faster growth in the consumer business.

M Carrying the above assumptions, we get a bull case target price of INR1,147
(upside of 66%) based on FY20E EBITDA (v/s base case target price of INR940,
upside of 36%).

Bear case

M In the bear case, we have assumed lower sales growth (driven by decrease in
volume/ price) and operating margins over FY18-20.

M We are assuming EBITDA margin contraction of 170bp over FY18-20.

M We assume an increase in natural gas and coal prices beyond the current levels.
Additionally, we assume that the company is unable to pass on the price
increase, leading to margin compression.

M In our bear case, the implied EV/EBITDA multiple is 8.3x FY20E v/s 9.7x in our
base case, assuming the consumer business fails to pick up.

M Carrying the above assumptions, we get a bear case target price of INR683
(downside of 1%) based on FY20E EBITDA (v/s base case target price of INR940,

upside of 36%).
Bull Case FY18E FY19E FY20E Bear Case FY18E FY19E FY20E
Sales (INR m) 1,05,804 1,16,775 1,29,190 Sales (INR m) 1,05,804 1,13,806 1,22,359
Sales growth (%) -20.4 10.4 10.6 Sales growth (%) -20.4 7.6 7.5
EBITDA (INR m) 22,854 25,924 28,809 EBITDA (INR m) 22,748 22,875 24,227
EBITDA Margin (%) 21.6 22.2 22.3 EBITDA Margin (%) 21.5 20.1 19.8
EBITDA growth (%) 2.8 13.4 11.1  EBITDA growth (%) 2.3 0.6 5.9
PAT (INR m) 9,958 12,088 14,030 PAT (INR m) 9,881 9,853 10,642
PAT Margin (%) 9.4 10.4 10.9  PAT Margin (%) 9.3 8.7 8.7
PAT growth (%) 0.3 21.4 16.1  PAT growth (%) 0.5 -0.3 8.0
EPS (INR) 34.3 47.4 55.1 EPS (INR) 34.0 38.7 41.8
Implied EV/EBITDA (x) 10.9  Implied EV/EBITDA (x) 8.3
Target price (INR) 1,147 Target price (INR) 683
Upside/downside (%) 66 Upside/downside (%) (1)
Source: Company, MOSL Source: Company, MOSL
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Transition into a net debt-free entity by FY20
Core RoCE to improve from 11% to 18% over FY17-20

We expect TTCH to deliver revenue CAGR of 9.3% over FY18-20, with the specialty
and consumer (S&C) business driving growth. The S&C business is expected to grow
at a CAGR of 14% over FY18-20. We expect EBITDA margin to expand 467bp from
16.7% in FY17 to 21.4% in FY18 and remain at 21.5% over FY19-20. TTCH’s exit from
the fertilizer business and stake sale in other non-core assets should act as key cash
generators for debt repayment. We expect TTCH's net debt-equity ratio to reduce
from 0.7x in FY17 to almost nil by FY20. Consequently, interest coverage ratio
should improve from 4.1x in FY17 to 10x in FY20. Adjusted PAT from continuing
operations is likely to grow at 22% CAGR over FY18-20 to INR12.8b. We assume tax
rate of 27% in FY18, and 28% in FY19 and FY20 against 24.7% in FY17. We expect
core RoCE (excluding goodwill, investment and cash) to improve by 534bp to 18% by
FY20 from 12.8% in FY18. We believe TTCH's performance should be gauged on core
RoCE, as the company is in the process of selling non-core assets and investments —
it will be deploying the high cash on its books in high RoCE businesses. Blended RoCE
is likely to improve by 216bp to ~10% by FY20 from 7.8% in FY18.

Exhibit 83: Revenue to grow at CAGR of 9.3% over FY18-20 Exhibit 84: EBITDA to expand by 467bp over FY17-18

Revenue (INRb) —O—Growth (%) EBITDA (INRb) —O—EBITDA Margin (%)
9.2
24 21.4 21.4 215
16.7 © —
13.7
152 133 106 116 126 20.9 22.2 22.6 24.7 27.2
FY16 FY17 FY18E FY19E FY20E FY16 FY17 FY18E FY19E FY20E
Source: Company, MOSL Source: Company, MOSL
Exhibit 85: Transformation into a net debt-free company Exhibit 86: Debt reduction to lower interest expense

Net Debt (INRb) —O=—Net Debt to Equity Ratio Interest Expense (INR b) —O=—Interest Coverage Ratio

10.0

78.2 51.9 12.7 9.2 3.0 5.3 4.1 3.3 2.4 2.1
FY16 FY17 FY18E FY19E FY20E FY16 FY17 FY18E FY19E FY20E
Source: Company, MOSL Source: Company, MOSL
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Exhibit 87: Net worth to grow at ~11% CAGR over FY17-20 Exhibit 88: Improvement in WC cycle

Net Worth (INRb) —O—Growth (%) Working Capital Cycle (Days) ~—O—Growth (%)
23.5
18.8 15.9
68.5 79.1 93.9 100.4 107.8 101 >2 48 47 45
FY16 FY17 FY18E FY19E FY20E FY16 FY17 FY18E FY13E FY20€
Source: Company, MOSL Source: Company, MOSL
Exhibit 89: RoCE and RoE to show an improving trend Exhibit 90: Adjusted PAT to grow at 22% CAGR over FY18-20
—O—ROCE (%) —O—Core ROCE ==O==ROE Adj. PAT Continuing operation (INR b) —O— PAT Margin (%)
10
9.7 10.1
8.1
6.5
4.6
7.0 8.6 8.6 11.2 12.8
FY16 FY17 FY18E FY19E FY20E FY16 FY17 FY18E FY19E FY20E
Source: Company, MOSL Source: Company, MOSL
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Exhibit 91: Key assumptions

Tata Chemicals

Particulars (INR m) FY15 FY16 FY17 FY18E FY19E FY20E
Standalone
Inorganic Chemical-India
Soda Ash India
Volume (in tonnes) 683266 685000 708000 713664 724368.96 7,38,856.34
Growth (%) -1% 0% 3% 1% 2% 2%
Realisation (INR per tonne) 21,952.36 23,389.93 21,882.34 21,904.23 22,561.35 23,238.19
Growth (%) 12% 7% -6% 0% 3% 3%
Sodium Bi Carbonate India
Volume (in tonnes) 88,066.00 89,000.00 94,338.00 99,054.90 1,01,036.00 1,03,056.72
Growth (%) 2% 1% 6% 5% 2% 2%
Realisation (INR per tonne) 21,154.59 22,220.43 20,713.75 22,370.85 23,489.39 24,194.07
Growth (%) 11% 5% -7% 8% 5% 3%
Others (Inorganic Chemicals+ Cement)
Revenue(INR m) 2,802 5,962 4,708 4,155 4,443 4,733
Growth (%) -21% 113% -21% -12% 7% 7%
EBITDA-Inorganic Chemical-India 8,329 9,519 9,723 9,804 10,322 10,799
EBITDA margin (%) 26.1% 26.7% 28.2% 28.4% 28.4% 28.2%
Consumer (Salt+others)
Revenue(INR m) 14974 16190 16037 14324 16182 18318
Growth (%) 15% 8% -1% -11% 13% 13%
EBITDA(INR m) 3,766 3,613 3,493 3,941 4,530 4,908
EBITDA margin (%) 25% 22% 22% 28% 28% 27%
TCNA
INR/USD 61 65 67 64 66 68
Volume (in tonnes) 2362711 2103566 2241000 2308230 2354395 2401482
Growth (%) -1% -11% 7% 3% 2% 2%
Realisation (USD per tonne) 209 219 212 215 221 228
EBITDA/Tonne(USD) 51 47 43 48 49 50
TCEHL
INR/GBP 99 99 88 84 86 88
Zic; L“rtsn(;rt‘;)o nnes) (Soda ash+ Sodium 596000 592000 586000 544200 565845 593117.7
Growth (%) -14% 2% 8% 3% 5% 6%
Realisation (GBP per tonne) 294 290 315 324 327 331
EBITDA/MT(GBP) 12.6 28.1 45.0 46.0 47.0 48.0
TATA Chemicals Africa
Volume (in tonnes) 301686 307000 272000 327760 337592.8 340968.728
Growth (%) -38% 2% -11% 21% 3% 1%
Realisation (USD per tonne) 369 347 322 326 333 339
EBITDA/MT(USD) 42 57 27 50 50 51
Rallis India
Revenue(INR m) 18218 16278 17380 17901 20587 23675
Growth (%) 1% -11% 7% 3% 15% 15%
EBITDA 2827 2290 2634 2739 3150 3859
Margin (%) 15.5% 14.1% 15.2% 15.3% 15.3% 16.3%
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Valuation and view

Initiating with Buy

Strategic transformation of business to drive value upward

TTCH is engaged in the manufacture of soda ash, consumer products and crop
protection. It has taken strategic initiatives to: 1) rapidly grow the consumer
business, including salt, pulses and spices via an expanded product portfolio,
leveraging the Tata brand, strong distribution network of the salt business and
strategic sourcing, 2) expand the portfolio, with the launch of new specialty and
consumer (S&C) products, and 3) divest the regulated fertilizer business. We expect
the share of S&C business to reach 33% by FY20, based on its existing product
portfolio. Also, the launch of new products could act as a catalyst to drive the
contribution higher. The company’s future investments are also clearly directed
toward higher-RoCE businesses (20-25%), such as investment of ~INR3b each in the
highly dispersible silica and nutraceuticals businesses. These products are developed
in-house, and the company plans to launch more products.

We have valued TTCH based on SOTP (refer exhibit 92) and arrived at a target price
of INR940 (implied EV/EBITDA is 9.7x). The stock has traded at a one-year forward
EV/EBITDA of 7.5x (average) for the last five years. Considering the increased
focus/business transformation toward a higher-RoCE segment (specialty &
consumer) and the divestment of a regulated business (fertilizer), we believe it is fair
to assign ~30% premium to its five-year average EV/EBITDA. Net debt as on FY17
stood at ~“INR52b. We believe the company should become net-debt-free by FY20
via (i) cash generated from the divestment of the fertilizer business, (ii) sale of
investment in Tata Global Shares, (iii) internal accruals, and (iv) potential sale of
investment in group companies. Average free cash flow yield over FY19-20 is
estimated at “9%. We initiate coverage on TTCH with a Buy rating.

The stock trades at 16x FY19E EPS of INR44 and 13.8x FY20E EPS of INR50.3, and at
8.4x FY19E EBITDA of INR24.7b and 7.4x FY20E EBITDA of INR27.2b. On a P/E and
EV/EBITDA basis, the company has historically traded at a five-year average of 12.5x
and 7.5x, respectively.
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Exhibit 92: BUY with an upside of 36% (INR m)

Tata Chemicals

Multiple EV/ MCAP

Business Methodology Metrics FY20 x) (INR m)
Commodity
'(Egglgua(;:gc:jgﬂcal India (Soda Ash & others) ¢\ eairna () EBITDA 6,445 7 45,118
Tata Chemicals North America EV/EBITDA (x) EBITDA 8,129 10 81,290
Tata Chemicals Europe and Tata Chemicals Africa EV/EBITDA (x) EBITDA 3,694 6 22,167
Sub Total 18,269 148,575
Speicalty and Consumer
Consumer (Incl Salt) EV/EBITDA (x) EBITDA 4,908 17 83,430
Rallis India Ltd (Tata Chemicals hold 50% ) i/lOé/oAgiscount to Current Attributable Mcap 45,603 0.8 18,241
Total EV 250,246
Less: Debt FY20 40,523
Less: Minority Interest 26,239
Add: Cash & Liquid investment 42,586
Add: Value of quoted Investment Market Capitalisation 16,843 0.8 13,475
Target Mcap 239,545
Outstanding share (m) 255
Target Price (INR) 940
CMP (INR) 692
Upside (%) 35.8%
Implied EV 263,721
Implied EV/EBITDA (X) 9.7
Source: Company, MOSL

2 April 2018

45



MoTIiLAL OSWAL Tata Chemicals

Exhibit 93: Peer Group comparison

MCap P/E(x) EV/EBITDA (x) ROE(%)

Company Name
(USD b) FY18E FY19E FY20E FY18E FY19E FY20E FY18E FY19E FY20E

Consumer
Dabur India Ltd 8.8 44.3 37.1 32.0 34.5 28.5 24.5 25.4 26.7 28.6
Colgate-Palmolive India Ltd 4.4 44.1 37.4 31.2 25.9 22.6 19.2 49.9 55.5 61.9
Hindustan Unilever Ltd 44.4 58.8 48.3 40.8 40.5 334 28.3 76.5 91.4 107.9
ITC Ltd 47.7 28.9 25.4 22.6 19.0 16.7 14.7 22.8 23.8 24.8
Britannia Industries Ltd 9.2 60.6 48.6 38.8 40.6 325 25.9 33.9 35.8 40.1
Zydus Wellness 0.7 38.1 32.0 28.1 36.8 31.3 27.7 20.2 20.3 20.6
Pidilite Industries Ltd 7.4 53.3 45.6 39.7 33.7 29.1 25.0 24.2 24.5 24.7
Soda Ash
GHCL Ltd 0.4 7.7 7.3 6.5 6.1 5.0 4.6 22.1 19.6 18.5
Ciner Resources LP 0.6 11.1 11.2 10.9 5.8 5.8 6.3 NA NA NA
FMC Corp 10.3 13.8 12.5 11.2 10.8 10.0 9.3 20.3 17.1 16.2
Exhibit 94: 1yr forward P/E Exhibit 95: 1yr forward EV/EBITDA
P/E (X) Avg (X) Max (X) EV/EB|TDA (X) Avg (X)
. Max (x) Min (x)
Min (x) +1SD -1SD ———.41SD e 15D
23.0 11.0
18.0 9.0
13.0 7.0
8.0 5.0
3.0 3.0
(o] [e)] o i o < wn (o} [ce] (o] [e)] o — o™ < wn o [ce]
Q < - - i A\ N - - Q@ N <2 - i A\ N - -
Source: Company, MOSL Source: Company, MOSL
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Tata Chemicals

Key risks

New capacity addition from Turkey

New soda ash capacity addition from Turkey would affect the market dynamics.
Turkey’s annual production capacity is expected to increase from 2.9 million tonnes
in 2015 to nearly 5.4 million tonnes by 2018.

Governmental policy risks

There is currently an anti-dumping scheme in place by the Indian government
against imports of soda ash. This is keeping prices stable and is avoiding the
downward pressure on the prices. If this scheme is removed due to other political
factors, there could be an adverse impact on TTCH’s margins.

Operational risks

TTCH is a global organization, and there are a multitude of labor laws,
environmental regulations and other factors for every country that TTCH operates
in. There are operational risks for every country that can have an impact on the
company’s operations.

Foreign exchange risk

TTCH is a global organization that has sales in a number of different countries with a
variety of currencies in play. The company has to hedge and manage risks relating to
currency fluctuations, which could otherwise have a significant impact on the
accounts of the company.
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Management overview

R Mukundan, Managing Director and CEO

Mr Mukundan is an Engineer from IIT Roorkee. He joined the Tata Administrative
Service in 1990, after completion of MBA from FMS, Delhi University. He is also an
alumnus of the Havard Business School. During his 26-year career with the Tata
group, he has held various responsibilities across the Chemical, Automotive and
Hospitality sectors. He serves on executive committees of various industry forums —
the Confederation of Indian Industry, Bombay Chamber of Commerce and Industry,
Employers' Federation of India, All India Management Association, etc.

John Mulhall, Chief Financial Officer

Mr Mulhall joined Tata Chemicals in 2007 as the European Finance Director of its
recently acquired subsidiary, Brunner Mond (UK), followed by positions in Tata
Chemicals North America Inc, (VP and CFO) and Tata Chemicals International Pte in
Singapore (CFO). He relocated to Mumbai in 2015. Prior to Tata Chemicals, Mr
Mulhall worked in Finance for various UK manufacturing companies. He is a
graduate of the University of Strathclyde and a member of the Institute of Chartered
Accountants of Scotland.

Rackanchath Nanda, Chief Human Resources Officer

Mr Nanda started his career with the Murugappa Group in Chennai, where he spent
nearly 15 years in a variety of roles — in Human Resources and also as the Head of
Manufacturing and Commercial functions for the foods business. He has also led the
Human Resource function for Amara Raja Group and the Dubai-based Landmark
Group. Mr Nanda joined the Tata group in 2006 with his first role being at Tata
Communications. He moved to Tata Chemicals in May 2012 and currently oversees
the global functions of Human Resources. Mr Nanda has completed his post-
graduation in human resources and has also done several professional certifications
and executive development programs.

Rajiv Chandan, General Counsel & Company Secretary

Mr Chandan heads the Legal, Company Secretarial and Corporate Governance
functions at Tata Chemicals. His experience is spread across diverse industries,
including the Paper, Automobiles, Logistics, Cement, Chemicals, FMCG and Fertilizer
sectors. Before joining Tata Chemicals, he was Vice President — Legal and Company
Secretary, Lafarge Cement, India. Mr Chandan is a fellow member of the Institute of
Company Secretaries of India, and has a Masters' degree in Commerce and a Law
degree from the University of Mumbai.
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Financials and valuations

Consolidated - Income Statement (INR Million)
Y/E March FY13 FY14 FY15 FY16 FY17 FY18E FY19E FY20E
Total Income from Operations 150,343 162,274 175,708 152,202 132,889 105,804 115,508 126,324

Change (%) 7.0 7.9 8.3 -13.4 -12.7 -20.4 9.2 9.4
Total Expenditure 128,715 144,178 154,065 131,285 110,653 83,162 90,789 99,164

% of Sales 85.6 88.8 87.7 86.3 83.3 78.6 78.6 78.5
EBITDA 21,628 18,096 21,643 20,917 22,237 22,642 24,719 27,160

Margin (%) 14.4 11.2 12.3 13.7 16.7 21.4 21.4 21.5
Depreciation 5,339 4,712 4,631 5,261 5,347 5,258 5,413 5,771
EBIT 16,289 13,384 17,012 15,657 16,889 17,384 19,306 21,388
Int. and Finance Charges 4,639 5,795 4,609 5,255 4,112 3,303 2,358 2,136
Other Income 4,178 1,424 1,180 1,253 1,661 1,058 2,310 2,526
PBT bef. EO Exp. 15,828 9,013 13,582 11,655 14,439 15,139 19,258 21,779
EO Items -6,699 -14,202 -1,997 0 0 14,255 0 0
PBT after EO Exp. 9,129 -5,189 11,585 11,655 14,439 29,395 19,258 21,779
Total Tax 3,025 2,888 3,511 2,484 3,573 7,937 5,392 6,098

Tax Rate (%) 33.1 -55.7 30.3 21.3 24.7 27.0 28.0 28.0
Minority Interest 2,100 2,243 2,109 2,207 2,282 2,465 2,662 2,875
Reported PAT - Continuing Ops. 4,004 -10,320 5,965 6,964 8,583 18,993 11,203 12,805
Adjusted PAT - Continuing Ops. 8,483 11,786 7,356 6,964 8,583 8,587 11,203 12,805

Change (%) -10.9 38.9 -37.6 -5.3 23.3 0.0 30.5 14.3

Margin (%) 5.6 7.3 4.2 4.6 6.5 8.1 9.7 10.1
Reported PAT - Discontinuing Ops. 0 0 0 742 1,348 1,217 0 0
Reported PAT 4,004 -10,320 5,965 7,706 9,931 20,210 11,203 12,805
Adjusted PAT 8,483 11,786 7,356 7,706 9,931 9,803 11,203 12,805
Consolidated - Balance Sheet (INR Million)
Y/E March FY13 FY14 FY15 FY16 FY17 FY18E FY19E FY20E
Equity Share Capital 2,548 2,548 2,548 2,548 2,548 2,548 2,548 2,548
Total Reserves 61,587 53,107 52,969 65,995 76,534 91,398 97,883 105,294
Net Worth 64,136 55,655 55,517 68,543 79,082 93,946 100,431 107,843
Minority Interest 5,361 6,552 6,735 25,985 26,239 26,239 26,239 26,239
Total Loans 83,840 83,931 83,788 90,904 70,719 49,394 44,928 40,523
Deferred Tax Liabilities -56 1,910 2,062 12,348 12,144 12,144 12,144 12,144
Capital Employed 153,281 148,048 148,102 197,780 188,184 181,724 183,742 186,749
Gross Block 106,053 112,504 120,084 120,671 117,703 116,672 124,639 132,632
Less: Accum. Deprn. 65,282 69,677 76,081 5,490 9,839 15,097 20,510 26,281
Net Fixed Assets 40,771 42,827 44,003 115,181 107,864 101,575 104,129 106,351
Goodwill on Consolidation 66,287 67,243 69,586 17,619 16,984 16,984 16,984 16,984
Capital WIP 5,916 4,676 1,893 5,015 4,791 4,958 4,992 4,998
Current Investments 13 67 55 94 2,205 2,205 2,205 2,205
Total Investments 5,997 4,409 4,429 21,879 27,907 21,407 21,407 21,407
Curr. Assets, Loans&Adv. 81,830 81,705 88,109 83,769 78,269 69,991 72,467 76,638
Inventory 16,018 16,490 26,264 19,319 13,809 10,004 10,921 11,944
Account Receivables 34,401 32,409 34,267 35,656 20,884 15,943 17,089 17,997
Cash and Bank Balance 18,414 17,530 14,643 12,654 16,654 34,522 38,682 40,381
Loans and Advances 12,997 15,276 12,936 16,140 26,923 9,522 5,775 6,316
Curr. Liability & Prov. 47,519 52,812 59,918 45,682 47,630 33,192 36,236 39,630
Account Payables 15,572 13,992 18,891 16,818 14,427 10,592 11,563 12,646
Other Current Liabilities 14,753 17,080 16,341 7,923 11,462 5,290 5,775 6,316
Provisions 17,194 21,740 24,686 20,941 21,741 17,310 18,898 20,667
Net Current Assets 34,311 28,893 28,191 38,086 30,639 36,799 36,231 37,008
Appl. of Funds 153,281 148,048 148,102 197,780 188,184 181,724 183,742 186,749
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Financials and valuations

Ratios

Y/E March FY13 FY14 FY15 FY16 FY17 FY18E FY19E FY20E
Basic (INR)

EPS 333 46.3 28.9 27.3 33.7 33.7 44.0 50.3
Cash EPS 54.2 64.7 47.0 48.0 54.7 54.3 65.2 72.9
BV/Share 251.7 218.4 217.9 269.0 310.3 368.7 394.1 423.2
DPS 10.0 10.0 12.5 10.0 11.0 13.8 15.8 18.1
Payout (%) 75.7 -29.0 65.7 45.0 40.2 21.7 42.1 42.1
Valuation (x)

P/E 24.0 25.3 20.5 20.5 15.7 13.8
Cash P/E 14.7 14.4 12.7 12.7 10.6 9.5
P/BV 3.2 2.6 2.2 1.9 1.8 1.6
EV/Sales 1.4 1.8 1.9 2.0 1.8 1.6
EV/EBITDA 11.7 13.4 11.4 9.5 8.4 7.4
Dividend Yield (%) 1.4 1.4 1.8 1.4 1.6 2.0 2.3 2.6
FCF per share -14.3 68.4 27.8 64.6 1133 163.0 63.0 54.9
Return Ratios (%)

RoE 13.3 19.7 13.2 11.2 11.6 11.3 11.5 12.3
RoCE 9.7 16.0 9.1 8.9 9.0 7.8 9.1 9.9
Core RoCE 239 38.5 22.2 14.0 11.3 12.8 16.3 18.1
RolC 9.4 17.0 9.5 8.6 8.6 9.8 11.6 12.9
Working Capital Ratios

Fixed Asset Turnover (x) 1.4 1.4 1.5 1.3 1.1 0.9 0.9 1.0
Asset Turnover (x) 1.0 1.1 1.2 0.8 0.7 0.6 0.6 0.7
Inventory (Days) 101 96 137 119 122 119 119 119
Debtor (Days) 84 73 71 86 57 55 54 52
Creditor (Days) 98 82 99 103 127 126 126 126
Leverage Ratio (x)

Current Ratio 1.7 1.5 1.5 1.8 1.6 2.1 2.0 1.9
Interest Cover Ratio 3.5 2.3 3.7 3.0 4.1 5.3 8.2 10.0
Net Debt/Equity 1.0 1.2 1.2 1.1 0.7 0.13 0.04 -0.02
Consolidated - Cash Flow Statement (INR
Y/E March FY13 FY14 FY15 FY16 FY17 FY18E FY19E FY20E
OP/(Loss) before Tax 9,130 -5,189 11,585 12,935 16,522 15,139 19,258 21,779
Depreciation 5,339 4,712 4,631 5,714 5,522 5,258 5,413 5,771
Interest & Finance Charges 4,468 5,133 4,241 5,946 4,645 2,245 48 -390
Direct Taxes Paid -3,584 -2,307 -3,612 -3,645 -4,516 -7,937 -5,392 -6,098
(Inc)/Dec in WC -17,107 3,795 -11,245 -652 12,103 11,708 4,728 922
CF from Operations -1,755 6,144 5,600 20,298 34,276 26,414 24,055 21,983
Others 3,965 17,232 7,136 3,022 1,033 14,255 0 0
CF from Operating incl EO 2,210 23,376 12,736 23,319 35,309 40,669 24,055 21,983
(Inc)/Dec in FA -5,842 -5,938 -5,649 -6,865 -6,429 863 -8,000 -8,000
Free Cash Flow -3,632 17,438 7,087 16,454 28,880 41,532 16,055 13,983
(Pur)/Sale of Investments 201 -59 -29 -90 -2,064 6,500 0 0
Others 3,772 390 928 -337 588 1,058 2,310 2,526
CF from Investments -1,869 -5,607 -4,750 -7,292 -7,905 8,421 -5,690 -5,474
Inc/(Dec) in Debt 8,966 -9,894 -3,417 -6,098 -14,117 -21,324 -4,466 -4,405
Interest Paid -4,641 -5,798 -4,430 -6,202 -4,456 -3,303 -2,358 -2,136
Dividend Paid -3,033 -2,961 -3,026 -3,820 -3,056 -4,129 -4,719 -5,394
Others 0 0 0 -1,897 -1,776 -2,465 -2,662 -2,875
CF from Fin. Activity 1,292 -18,653 -10,873 -18,017 -23,404 -31,221 -14,205 -14,810
Inc/Dec of Cash 1,633 -883 -2,887 -1,989 4,000 17,869 4,159 1,700
Opening Balance 16,780 18,414 17,530 14,643 12,654 16,654 34,522 38,682
Closing Balance 18,414 17,530 14,643 12,654 16,654 34,522 38,682 40,381
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