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Higher export volume and full capacity utilization at phenol plant aided financials and profitability

Key result highlights

Despite loss in production, a better product mix improved revenue performance

Deepak Nitrite Ltd (DNL) reported a QoQ revenue decline of 5.7% and YoY revenue growth of 4.7% to Rs.1,056 cr in
Q4FY20. Fine & Specialty Chemicals (F&SC) and Performance Products (PP) reported YoY revenue growth of 30.4% to
Rs.158 cr and 21.8% to Rs.154 cr, respectively, in Q4FY20. F&SC segment performance was driven by a higher realization
in export markets, while the PP segment grew on account of better product acceptance. Phenolics reported low single
digit YoY growth of 1.6% to Rs.531 cr, while Basic Chemicals (BC) declined at a YoY rate of 9.6% to Rs.226 cr during the
quarter. Revenues of both Phenolics and BC got impacted on the back of subdued realization and a 10 day loss in
production due to lockdown.

Excluding the Phenolics division, DNL’s domestic revenue declined by 23.5% YoY to Rs.264 cr, while export revenue grew
at a YoY rate of 86.2% to Rs.257 cr in Q4FY20. Global market pricing was better than domestic business, and to take
advantage of favorable pricing, the company diverted volumes to the export market, which impacted domestic business.
Phenolic business completed one full year of operations and reported 100% capacity utilization in FY20.

Higher asset turnover and better capacity utilization improved operating profitability

Gross profit reported a YoY growth of 15.1% to Rs.452 cr, while the gross margin expanded by 387bps YoY to 42.9% in
Q4FY20 due to a 2.0% YoY decline in raw material cost. In-line with the gross level performance, EBITDA reported YoY
growth of 35.1% to Rs.262 cr, while the EBITDA margin expanded by 558bps to 24.8% during the quarter. A decline in
other expenses (mostly variable in nature) due to a 10-day plant shutdown and better realization in key products
improved EBITDA level performance.
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Interest cost declined at a YoY rate of 16.7% to Rs.27 cr in Q4FY20 due to a 9.6% YoY decline in net debt (from Rs.1,099 cr in Q4FY19 to Rs.996 cr in
Q4FY20). As a result, PBT reported a YoY growth of 42.3% to Rs.201 cr, while PBT margin improved by 503bps YoY to 19.0% during the quarter. DNL
opted the lower tax rate under the new corporate tax regime, which reduced the tax amount by 42.6% YoY to Rs.29 cr. The lower tax rate increased the
net profit by 88.4% YoY to Rs.172 cr, while the net margin improved by 725bps YoY to 16.3% during the quarter.

Concall Highlights

• According to the management, the sales impact in Q4FY20 due to COVID-19 was estimated at ~Rs.52 cr, while the impact on EBITDA was ~Rs.30 cr.
The production has restarted at all plants and the company is not expecting any major disruption in FY21 due to COVID-19 and management
believes that the demand & supply of its products will reach the pre-lockdown levels.

• DNL’s balance sheet liquidity is comfortable and it has not utilized the moratorium offered by RBI and servicing its debt as per schedule. The
management’s short term focus is to conserve cash, restore operational efficiency/productivity and de-risk the business by rebalancing the product
mix.

• The management believes that the demand for specialty chemical intermediaries is expected to be resilient due to increased demand from
pharmaceuticals, agro-chemicals, sanitizers and disinfectants.

• Sudden declaration of lockdown disrupted the year end shipments, which increased inventory and trade receivables. The management is expecting
the demand to pick-up after lockdown and the inventory levels normalize.

• Management confirmed the commencement of commercial production of Isopropyl Alcohol (IPA) with an initial capacity of 30,000 MTPA. IPA is a
solvent primarily used by pharma companies and is also used for manufacturing sanitizers. The company is also planning to develop capacities to
produce value added derivatives of phenol and acetone through forward integration

Valuation

DNL is currently trading at a FY21 forwarded P/E of 10.6x (FY21 est EPS of Rs.47.2).



Financial Summary

EBITDA margin at 24.8% 
(QoQ +177bps and YoY 
+558bps) was higher 
due to higher 
realization and better 
export volume

Management has 
guided for a regular 
capex in FY21. No new 
capex is in line

As the company adjusts 
to the revised tax 
structure, the 
management has 
guided a 25% tax rate.

Figures are in Rs Cr Q4FY20 Q4FY19 YoY (%) Q3FY20 QoQ (%) FY19 FY20 YoY (%)

Net Sales 1,056 1,008 4.7 1,120 -5.7 2,700 4,230 56.7

Raw Material Cost 603 615 -2.0 649 -7.1 1,647 2,374 44.1

RM Cost to Sales (%) 57.1 61.0 58.0 61.0 56.1 -8.0 

Employee Cost 55 50 8.6 57 -3.6 180 219 21.6

Employee Cost to Sales (%) 5.2 5.0 5.1 6.7 5.2

Other Expenses 136 149 -8.8 156 -13.0 460 612 33.1

Other Exp to Sales (%) 12.8 14.7 13.9 17.0 14.5

EBITDA 262 194 35.1 258 1.5 414 1,026 147.8

EBITDA Margin (%) 24.8 19.2 5.58 23.1 1.77 15.3 24.3

Depreciation 36 29 26.9 35 3.1 78 140 79.6

Interest 27 33 -16.7 27 0.9 83 115 38.0

TTM Interest Coverage 8.3 5.1 8.3 4.0 7.7

Other Income (incl Excep) 2 8 -73.6 15 -85.1 15 35 132.8

Other Income to Sales (%) 0.2 0.8 1.3 0.6 0.8

Profit Before Tax 201 141 42.3 211 -4.8 268 806 200.9

Tax Rate (%) 14.2 35.2 25.7 35.2 24.2

Profit After Tax 172 91 88.4 157 9.9 174 611 251.9

PAT Margin (%) 16.3 9.1 7.25 14.0 2.3 6.4 14.4

Share of Assoc / Minority Int 0 0 0 0 0

Net Profit 172 91 88.4 157 9.9 174 611 251.9

Net Margin (%) 16.3 9.1 7.25 14.0 6.4 14.4

Adjusted EPS 12.6 6.7 88.4 11.5 9.9 12.7 44.8 251.9

Shareholder's Funds 1,572 1,072 46.7 1,072 1,572 46.7

BV per share 115.2 78.6 46.7 78.6 115.2 46.7

Net Debt 996 1,099 -9.3 1,099 996 -9.3 

Net Debt to Equity 0.6 1.0 1.0 0.6

Net Debt to EBITDA 2.7 1.0

RoE 16.2 38.9

RoIC 10.0 26.1

P/E 39.3 11.2

EV/EBITDA 19.1 7.6



Financial Summary

Figures are in Rs Cr Q1FY19 Q2FY19 Q3FY19 Q4FY19 Q1FY20 Q2FY20 Q3FY20 Q4FY20 FY16 FY17 FY18 FY19 FY20

Basic Chemicals 223 202 219 250 226 236 253 226 675 696 762 893 940

Fine & Specialty Chemicals 122 144 148 121 116 138 173 158 393 375 463 536 585

Performance Products 81 97 100 126 226 212 176 154 274 265 300 403 767

Phenolics 43 28 314 522 501 434 535 531 0 0 196 908 2,001

Other & Unallocated 0 0 0 0 0 0 0 0 43 137 0 0 0

Gross Revenue 468 471 782 1,019 1,068 1,020 1,137 1,068 1,342 1,335 1,721 2,740 4,294

Less: Intersegment Revenue 4 10 15 11 17 17 17 13 17 45 40 64

Net Revenue 464 461 767 1,008 1,051 1,003 1,120 1,056 1,342 1,318 1,676 2,700 4,230

Basic Chemicals 32 36 34 43 36 58 59 56 80 88 107 145 209

Basic Chemicals EBIT Margin 14.5% 17.9% 15.4% 17.3% 16.1% 24.6% 23.3% 24.8% 11.8% 12.7% 14.0% 16.3% 22.3%

Fine & Specialty Chemicals 29 37 34 27 28 38 59 51 97 82 115 127 175

Fine & Specialty Chemicals EBIT Margin 12.9% 18.4% 15.6% 10.6% 12.4% 16.0% 23.2% 22.5% 14.4% 11.8% 15.1% 14.2% 18.6%

Performance Products 3 14 18 48 131 117 95 75 (9) (18) (8) 83 419

Performance Products EBIT Margin 1.4% 7.0% 8.3% 19.2% 58.1% 49.4% 37.7% 33.4% -1.3% -2.6% -1.1% 9.3% 44.5%

Phenolics (3) (5) 27 77 59 24 41 64 0 0 (6) 96 187

Phenolics EBIT Margin -1.6% -2.4% 12.4% 30.8% 26.1% 10.2% 16.0% 28.2% 0.0% 0.0% -0.8% 10.7% 19.9%

Total EBIT (in Rs Cr) 61 83 114 195 255 238 254 246 168 152 207 451 991

EBIT Margin 27.3% 41.2% 51.9% 78.1% 113.1% 100.6% 100.7% 109.2% 25.0% 21.9% 27.2% 50.5% 105.4%



1 year forwarded valuation band charts
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1 year forwarded P/E band chart of Deepak Nitrite

Adj Price 7.25x 11.93x 16.61x 21.29x 25.97x
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Adj Price 0.77x 1.51x 2.24x 2.98x 3.71x
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