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PHILLIPS CARBON BLACK LTD
Result Update (PARENT BASIS): Q3 FY19

Stock Data

Sector Carbon Black
BSE Code 506590

Face Value 2.00

52wk. High / Low (Rs.) 287.00/157.40
Volume (2wk. Avg.) 107000
Market Cap (Rs. in mn.) 35814.33

Index Details

Annual Estimated Results(A*: Actual / E*: Estimated)

Years (Rs.in mn) FYI18A FY19E FY20E
Net Sales 26003.10 36007.55  43569.13
EBITDA 4057.80 7091.43 8468.09
Net Profit 2297.80 4258.04 5213.11
EPS 66.66 24.71 30.25
P/E 3.12 8.41 6.87
Shareholding Pattern (%)

As on Dec 2018 As on Sep 2018
Promoter 53.56 53.56
Public 46.44 46.44

Others - —

1 Year Comparative Graph
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_ ISIN:
Overweight INE602A01023
SYNOPSIS

Philips Carbon Black (PCBL), a member of RP
Goenka Group was incorporated on March 30, 1960
and is a leading manufacturer of various grades of
carbon black in India.

The company achieved a turnover of Rs. 9458.90
mn for Q3 FY 2018-19 as against Rs. 6150.10 mn in
the corresponding quarter of the previous year, up
by 53.80%.

During the quarter, EBIDTA stood at Rs. 1828.50
mn as against Rs. 1005.00 mn in the corresponding
period of the previous year, up by 81.94%.

Profit before tax (PBT) increased by 99.20% to Rs.
1563.30 mn in Q3 FY19 from Rs. 784.80 mn in the
corresponding quarter of the previous year.

During the quarter, net profit increased by 91.87%
to Rs. 1085.80 mn from Rs. 565.90 mn in the
corresponding quarter ending of previous year.

EPS of the company stood at Rs. 6.30 in Q3 FY19
against Rs. 3.28 in the corresponding quarter of the
previous year.

Revenue of the company rose by 40.53% at Rs.
26075.70 mn in 9M FY19 as compared to Rs.
18555.60 mn in 9M FY18.

During 9M FY19, PAT rose by 101.95% at Rs.
3140.90 mn as against Rs. 1555.30 mn in 9M FY 18.

The additional 56000 MT
Gujarat has since been commissioned by the

capacity at Mundra in

company.

The company has declared an Interim Dividend @
175% (Rs. 3.50 per equity share) on face value of
Rs. 2.00 per share for the year ending 31st March
2019.

Net Sales and Operating Profit of the company are
expected to grow at a CAGR of 20% and 45% over
2017 to 2020E, respectively.
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QUARTERLY HIGHLIGHTS (PARENT BASIS)

Results updates- Q3 FY19,

9458.90 6150.10 53.80%
1085.80 565.90 91.87%

6.30 3.28 91.87%
1828.50 1005.00 81.94%

The company’s net profit increased by 91.87% to Rs. 1085.80 million from Rs. 565.90 million in the corresponding
quarter ending of previous year. Revenue for the 3" quarter stood at Rs. 9458.90 million as against Rs. 6150.10 million in
the corresponding quarter ending of previous year, up by 53.80%. Reported earnings per share of the company stood at
Rs. 6.30 a share during the quarter, as against Rs. 3.28 per share over previous year period. Profit before interest,
depreciation and tax is Rs. 1828.50 million as against Rs. 1005.00 million in the corresponding period of the previous

year.

Break up of Expenditure

% * Cost of Materials Consumed
Q3FY19 Q3FY18 Change
6395.50  3953.10 62% Gl ' # Emplovee Benefit Expense
298.4 280.2 9
7840 5020 0% ¥ Depreciation & Amortization Expense
156.40 152.20 3%

B Other Expenses

1144.50 910.00 26%
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Segment Revenue:

Highlights:

e Revenue of the company rose by 40.53% at Rs. 26075.70 mn in 9M FY19 as compared to Rs. 18555.60 mn in 9M
FY18.

e During 9M FY 19, PAT rose by 101.95% at Rs. 3140.90 mn as against Rs. 1555.30 mn in 9M FY18.
e The additional 56000 MT  capacity at Mundra in Gujarat has since been commissioned by the company.

e The company has declared an Interim Dividend @ 175% (Rs. 3.50 per equity share) on face value of Rs. 2.00 per
share for the year ending 3 1st March 2019.

Phillips Carbon Black Limited is engaged in the manufacture and sale of carbon black, which is used by the rubber
industry. It operates through two segments: Carbon black and Power. The Company produces and sells excess electric
power generated from the low calorific value off gas, which is generated in the process of manufacture of carbon black. It
also manufactures customized blacks for specialized applications and specialty blacks for non-rubber applications, such as
films, pipes, automotive, fiber and ink. The process of manufacture of Carbon Black results in generation of lean gases,
which are harnessed for generating electricity at the Company's Captive Power Plants, at Baroda, Durgapur, Mundra and
Kochi. It has a production capacity of approximately 472,000 metric tons per annum in India, and involves a dedicated

capacity of specialty blacks of over 40,000 metric tons per annum at Palej. It has over 80 megawatts of power generation

capacity.
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Balance Sheet as of March 31, 2017-2020E

13830.60
44.80
737.50
0.00
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13.90
97.20
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2435.20
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223.30
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5.10
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3374.00
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3099.00

0.00
5219.70
1328.50

9.70

4.60

45.80
182.60

9889.90

14639.84
47.04
634.98
4.73

4318.72
192.36
14.60
637.34
20489.59

3873.75

0.00
5741.67
1700.48

11.45

4.23

70.99
155.21

11557.78

15225.43
48.92
615.93
491

5398.40
200.05
15.32
828.54
22337.51

4725.98

0.00
6201.00
2125.60

13.16

4.02

90.87
139.69

13300.32

344.70
10914.60
11259.30

1901.60
6.60
2046.70
3954.90

5481.40
4142.70
505.60
146.00
20.60
164.50
10460.80

344.70
13378.80
13723.50

1642.50
7.00
2272.70
3922.20

5226.30
3802.90
764.40
765.00
120.50
268.70
10947.80

344.70
14984.26
15328.96

1576.80
7.35
2499.97
4084.12

5069.51
3650.78
978.43
2404.85
186.78
343.94
12634.29

344.70
16632.52
16977.22

1529.50
7.64
2699.97
4237.11

4866.73
3541.27
1223.04
4123.47
239.07
429.92
14423.50
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Annual Profit & Loss Statement for the period of 2017 to 2020E

21312.70
189.40
21502.10
-18726.10
2776.00
-514.50
2261.50
-606.20
1655.30
-959.90
695.40
344.70
10914.60
10.00
20.17

26003.10
197.30
26200.40
22142.60
4057.80
-414.40
3643.40
-605.20
3038.20
-740.40
2297.80
344.70
13378.80
10.00
66.66

36007.55
152.88
36160.43
-29068.99
7091.43
-357.21
6734.22
-651.88
6082.34
-1824.30
4258.04
344.70
14984.26
2.00
24.71

Quarterly Profit & Loss Statement for the period of 30™ June, 2018 to 31* Mar, 2019E

3m
7814.20

31.90
7846.10
-6244.30
1601.80
-75.90
1525.90
-154.70
1371.20
-395.80
975.40
344.70
2.00
5.66

8802.60
31.60
8834.20
-7049.90
1784.30
-73.50
1710.80
-175.00
1535.80
-456.10
1079.70
344.70
2.00
6.26

9458.90
41.00
9499.90
-7671.40
1828.50
-108.80
1719.70
-156.40
1563.30
-477.50
1085.80
344.70
2.00
6.30

43569.13
168.17
43737.30
-35269.21
8468.09
-314.34
8153.74
-717.07
7436.67
-2223.56
5213.11
344.70
16632.52
2.00
30.25

3m 3m 3m

9931.85
48.38
9980.23
-8103.39
1876.83
-99.01
1777.82
-165.78
1612.04
-494.90
1117.14
344.70
2.00
6.48
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Ratio Analysis

EPSR®s) 20.17 66.66 24.71 30.25
'EBITDA Margin (%) 13.03% 15.61% 19.69% 19.44%
PBT Margin (%) 7.77% 11.68% 16.89% 17.07%
PAT Margin (%) 3.26% 8.84% 11.83% 11.97%
PERatio(x 10.30 3.12 8.41 6.87
ROE(%) 6.18% 16.74% 27.78% 30.71%
ROCE (%) 11.64% 16.77% 29.30% 33.16%
Debt Equity Ratio 0.66 0.50 0.43 0.38
EVEBITDA(Y 4.81 3.13 5.75 473
‘Book Value(Rs) 326.64 398.13 88.94 98.50
BV 0.64 0.52 234 2.1

Charts:
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= At the current market price of Rs. 207.80, the stock P/E ratio is at 8.41 x FY19E and 6.87 x FY20E respectively.

» Earning per share (EPS) of the company for the earnings for FY19E and FY20E is seen at Rs. 24.71 and Rs. 30.25

respectively.

» Net Sales and Operating Profit of the company is expected to grow at a CAGR of 20% and 45% over 2017 to 2020E,

respectively.

=  On the basis of EV/EBITDA, the stock trades at 5.75 x for FY19E and 4.73 x for FY20E.
»  Price to Book Value of the stock is expected to be at 2.34 x and 2.11 x for FY19E and FY20E respectively.

= Hence, we say that, we are Overweight in this particular scrip for Medium term investment.

Slow but steady recovery of advanced economies and Asia market should increase the demand for automobile and tyre

and therefore increase the demand for carbon black.

In line with the expected capacity addition in Indian Auto Industry, the domestic tyre industry is also preparing to meet

the increasing demand.

Demand for carbon black in India is expected to grow @ 4-5% during the next couple of years. With its wide product
portfolio basket, manufacturing units located strategically near the customer location, Company is well positioned to meet

increased demand.

Overseas demand for carbon black is expected to grow @ 3-4%. Company has established supply chain distribution
network to ensure timely delivery, service to customers and thus widen its presence in the international market. This will

continue to be a major thrust area for Company in the coming years. While moving up the product value chain is one of
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the important pillars of company’s business strategy, the Manufacturing and Technology team is adding more high value

products to its portfolio.
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Disclosure Section

The information and opinions in Firstcall Research was prepared by our analysts and it does not constitute an offer or
solicitation for the purchase or sale of any financial instrument including any companies scrip’s or this is not an official
confirmation of any transaction. The information contained herein is from publicly available secondary sources and data
or other secondary sources believed to be reliable but we do not represent that it is accurate or complete and it should not
be relied on as such. Firstcall Research or any of its affiliates 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. Firstcall Research and/
or its affiliates and/or employees will not be liable for the recipients’ investment decision based on this document.

Analyst Certification

The following analysts hereby state that their views about the companies and sectors are on best effort basis to the best of
their knowledge. Unless otherwise stated, the individuals listed on the cover page of this report are research analysts. The
analyst qualifications, sectors covered and their exposure if any are tabulated hereunder:

Exposure/Interest to
Name of the Analyst Qualifications Sectors company/sector Under Coverage in
Covered the Current Report
Dr.C.V.S.L. Kameswari | M.Sc, PGDCA, | Pharma & | No Interest/ Exposure
M.B.A, Diversified
Ph.D (Finance)
U. Janaki Rao M.B.A Capital No Interest/ Exposure
Goods
B. Anil Kumar M.B.A Auto, IT & | No Interest/ Exposure
FMCG
V. Harini Priya M.B.A Diversified | No Interest/ Exposure

Important Disclosures on Subject Companies

In the next 3 months, neither Firstcall Research nor the Entity expects to receive or intends to seek compensation for any
services from the company under the current analytical research coverage. Within the last 12 months, Firstcall Research
has not received any compensation for its products and services from the company under the current coverage. Within the
last 12 months, Firstcall Research has not provided or is providing any services to, or has any client relationship with, the
company under current research coverage.

Within the last 12 months, Firstcall Research has neither provided or is providing any services to and/or in the past has not
entered into an agreement to provide services or does not have a client relationship with the company under the research
coverage.

Certain disclosures listed above are also for compliance with applicable regulations in various jurisdictions. Firstcall
Research does not assign ratings of Buy, Hold or Sell to the stocks we cover. Overweight, Equal-weight, No-Weight and
Underweight are not the equivalent of buy, hold and sell. Investors should carefully read the definitions of all weights
used in Firstcall Research. In addition, since Firstcall Research contains more complete information concerning the
analyst's views, investors should carefully read Firstcall Research, in its entirety, and not infer the contents from the
weightages assigned alone. In any case, weightages (or research) should not be used or relied upon as investment advice.
An investor's decision to buy or sell should depend on individual circumstances (such as the investor's own discretion, his
ability of understanding the dynamics, existing holdings) and other considerations.
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Overweight (O): The stock's total return is expected to exceed the average total return of the analyst's industry (or
industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.

(KPO Division of Firstobject Technologios Li)
]
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Analyst Stock Weights

Equal-weight (E): The stock's total return is expected to be in line with the average total return of the analyst's industry
(or industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.

No-weight (NR): Currently the analyst does not have adequate conviction about the stock's total return relative to the
average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next
12-18 months.

Underweight (U): The stock's total return is expected to be below the average total return of the analyst's industry (or
industry team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.

Unless otherwise specified, the weights included in Firstcall Research does not indicate any price targets. The statistical
summaries of Firstcall Research will only indicate the direction of the industry perception of the analyst and the
interpretations of analysts should be seen as statistical summaries of financial data of the companies with perceived
industry direction in terms of weights.

Firstcall Research may not be distributed to the public media or quoted or used by the public media without the express
written consent of Firstcall Research. The report of Firstcall Research are for Information purposes only and is not to be
construed as a recommendation or a solicitation to trade in any securities/instruments. Firstcall Research is not a
brokerage and does not execute transactions for clients in the securities/instruments.

Firstcall Research - Overall Statement
S. No Particulars Remarks
1 Comments on general trends in the securities market Full Compliance in Place
2 Discussion is broad based and also broad based indices Full Compliance in Place
3 Commentaries on economic, political or market conditions Full Compliance in Place
4 Lo L . Full Compliance in Place
Periodic reports or other communications not for public appearance
5 The reports are statistical summaries of financial data of the companies as and where Full Compliance in Place
applicable
6 Analysis relating to the sector concerned Full Compliance in Place
7 No material is for public appearance Full Compliance in Place
8 We are no intermediaries for anyone and neither our entity nor our analysts have any Full Compliance in Place
interests in the reports
9 . . . . Full Compli in P1
Our reports are password protected and contain all the required applicable disclosures i omphance i Hace
10 Analysts as per the policy of the company are not entitled to take positions either for | Full Compliance in Place
trading or long term in the analytical view that they form as a part of their work
i No conflict of interest and analysts are expected to maintain strict adherence to the Full Compliance in Place
company rules and regulations.
12 Full Compliance in Place
As a matter of policy no analyst will be allowed to do personal trading or deal and
even if they do so they have to disclose the same to the company and take prior
approval of the company
13 Full Compliance in Place
Our entity or any analyst shall not provide any promise or assurance of any favorable
outcome based on their reports on industry, company or sector or group
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Researchers maintain arms length/ Chinese wall distance from other employees of the | Full Compliance in Place
entity

15 Full Compliance in Place

No analyst will be allowed to cover or do any research where he has financial interest

16 Our entity does not do any reports upon receiving any compensation from any Full Compliance in Place

company

Firstcall Research Provides

Industry Research on all the Sectors and Equity Research on Major Companies
forming part of Listed and Unlisted Segments

For Further Details Contact:
Mobile No: 09959010555

E-mail: info@firstobjectindia.com
info@firstcallresearch.com
www.firstcallresearch.com
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