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On a strong growth trajectory

Transpek Industry Limited (TIL) has posted revenue of INR 1,800mn with a 97.9% YoY increase,
which was 11.7% above our estimate of INR 1,612mn. The revenue growth was mainly driven by
strong volume recovery in key products due to higher offtake from MNC customers as the end-user
market regained its momentum. Despite 329bps contraction in the gross margin, EBITDA margin
improved by 183bps due to better cost management. The management is confident in enhancing the
margin profile from the current level (guidance 18-20%) on the back of demand recovery in end-user
industries and new product launches in the high margin category. TIL reported a PAT of INR 230mn
compared to our estimate of INR 203mn due to better operational performance. Management is
working on medium and long term contracts with other existing customers. The Company has
introduced four new products in chlorination, catering to Agrochemical and Pharmaceutical industries.
Some of these products have lower offtake initially and can have higher volume in the coming period.
TIL is also working in non-chlorination and Agrochem intermediates products with higher complexity,
yielding a better margin with limited competition. In a current geopolitical scenario, the Company is
not witnessing any demand-side challenges in the export market. However, there are logistic delays
as experienced by the Industries globally. The Company has been actively managing the issues to
minimize the impact. TIL has applied with Government Authorities to increase its production capacity
by 450MT-800MT per month. This expansion can generate additional revenue of INR 1,500mn-
1,800mn at a peak utilization level. Management is confident to commence production in 9-12 months
from the date of regulatory approval. Currently, the Company is operating at an 83-85% utilization
level. With the existing capacity, the Company can generate revenue of INR 7,500mn, which we

believe can be achieved in FY23e.

Key Financials

YE March (INR. Mn) FY20 FY21 FY22E FY23E FY24E
Net Sales 5,656 3,394 6,064 7,434 8,526
Growth % -5% -40% 79% 23% 15%
EBIDTA 1,179 472 1,071 1,424 1,713
Growth% 1% -60% 127% 33% 20%
Net Profit 729 233 660 916 1,119
Growth % 11% -68% 183% 39% 22%
Diluted EPS 131 42 118 164 200
Growth % 1% -68% 183% 39% 22%

Profitability & Valuation

EBIDTA (%) 20.8% 13.9% 17.7% 19.2% 20.1%
NPM (%) 12.9% 6.9% 10.9% 12.3% 13.1%
RoE (%) 22.4% 6.5% 16.1% 19.0% 19.2%
RoCE (%) 28.0% 13.7% 11.5% 23.1% 26.7%
P/E (x) 14.2 44.3 15.7 11.3 9.2
EV/EBITDA (x) 9.4 23.0 9.8 7.1 5.5
P/BV (x) 3.1 2.7 23 2.0 1.6

Source: Company, BP Equities Research
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Variance Analysis

1
YE March (INR. Mn) Q-0-Q Q3 Y-0-Y  Revenue came above our

i
|
change %  FY21 change % i estimate mainly driven by i
Net Sales 1,800 1,547 16.4% 910 97.9% : strong volume re'covery in -
’ ’ ! key products as higher \
IC_)t_h_ef_O_p_efa_tjrlg_ Income 0 o o ./ off-take from MNC customers i
:Total Revenue 1,800 1,547 16.4% 910 97.9% "J’: !
Less
Raw Material Cost 947 771 22.9% 449 111.1%
Operating & Manufacturing Expenses 405 342 18.4% 201 101.9%
Employee Cost 136 129 5.1% 119 13.8%
Total Expenditure 1,487 1,242 19.8% 768 93.6%
EBIDTA 313 305 2.5% 141 121.3%
Less: Depreciation 75 72 3.8% 71 6.2% 'INR 67mn interim dividend |
EBIT 238 233 2.1% 71 236.0% | from Silox resulted in higher !
Less: Interest 28.0 27 4.6% 27 2.3% ,’I other income |
Add: Otherincome 15 38 4 L
Profit before tax 315 244 29.3% 91 247.8%
Adjusted Profit before Tax 315 244 29.3% 91 247.8%
Less: Total Tax 85 68 25.8% 10 718.4%
Profit After Tax 230 176 30.7% 80 186.8%  |PAT came higher than our |
Share of profit /(loss) of JVs 0 0 0 i estimate due to better '
Minority Interest ________________________ 0 _______| o o | ,,’ operational performance E
1Adjusted Profit After Tax 230 176 30.7% 80 186.8% '« .
Diluted EPS (Rs) . a2 315 30.7% 144 186.8%
Adjusted Diluted EPS 41.2 31.5 30.7% 14.4 186.8%
Diluted No of Share (mn) 5.6 5.6 5.6
Margin Analysis % C,.’,’,a:gse %a:g: i !Jespite 329bps ce?ntraction i
| Gross Margin % 47.4% 50.2% (278) 50.7% @299 " the gross margin, EBITDA -,
! _ . 'margin improved by 183bps
|EBIDTAMargin% A% 19.7% 239 . 155% 185 __ 1% due to better cost E
EBIT Margin % 13.2% 15.1% (184) 7.8% 543 \ management :
NPM % 12.8% 11.4% 140 8.8% 396 ! '
Effective Tax Rate % 27.0% 27.8% (75) 11.5% 1,553

Source: Company, BP Equities Research

Valuation and Outlook

With over five decades of experience in manufacturing products using Sulphur and Chlorine chemistry,
TIL has gradually diversified from pure high-volume, low-margin products to low-volume, high margin
specialty products. It has set up high entry barriers in its business, supported by its niche product
portfolio. We expect significant revenue growth with steady profitability, aided by volume recovery in
the long-term supply contract (Polymer segment) and new product launches in the pharmaceutical and
Agrochemical segment. Additionally, we believe the rising adoption of the 'China plus one strategy by
various global MNCs augurs well for future growth opportunities of chemical companies like TIL.
Considering the expected strong recovery in revenue/profitability, healthy balance sheet with
improving return ratios, we are optimistic about the Company's long-term growth prospects. We
maintain our BUY recommendation on the stock, with a target price of INR 3,006, based on 15x FY24e
EPS.
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Revenue surged by 98% YoY EBITDA grew by 121%
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Better operational performance resulted in healthy PAT Gross, EBITDA and PAT margin trend
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YE March (INR. Mn) FY19 FY20 FY21 FY22E FY23E FY24E
Revenue 5,946 5,656 3,394 6,064 7,434 8,526
Growth % 64.6% -4.9% -40.0% 78.7% 22.6% 14.7%
Total Revenue 5,946 5,656 3,394 6,064 7,434 8,526
Less:

Raw Material Consumed 3,010 2,603 1,626 2,963 3,560 4,001
Employee Cost 452 494 449 516 593 682
Other Expenses 1,317 1,380 848 1,514 1,857 2,129
Total Operating Expenditure 4,780 4,478 2,922 4,993 6,009 6,812
EBITDA 1,166 1,179 472 1,071 1,424 1,713
Growth % 147.6% 1.1% -60.0% 126.9% 33.0% 20.3%
Less: Depreciation 141 259 285 301 349 397
EBIT 1,025 920 187 770 1,075 1,316
Growth % 175.7% -10.2% -79.7% 312.0% 39.7% 22.4%
Interest Paid 190 158 104 68 31 0
Non-operating Income 178 174 173 180 180 180
Extraordinary Income 0 0 0 0 0 0
Profit Before tax 1,013 935 255 882 1,224 1,496
Tax 356 206 22 222 309 377
Net Profit 657 729 233 660 916 1,119
Adjusted Profit 657 729 233 660 916 1,119
Reported Diluted EPS Rs 117.7 130.6 4.7 118.1 163.9 200.4
Growth % 149.0% 11.0% -68.1% 183.1% 38.8% 22.2%
Adjusted Diluted EPS Rs 117.7 130.6 4.7 118.1 163.9 200.4
Growth % 149.0% 11.0% -68.1% 183.1% 38.8% 22.2%

Source: Company, BP Equities Research

Cash Flows (Consolidated)

YE March (INR. Mn) FY19 FY20 FY21 FY22E FY23E FY24E
PAT 657 729 233 660 916 1,119
(Less)/Add: Extraordinary Income/Expense 0 0 0 0 0 0
Less: Non Operating Income (178) (174) (173) (180) (180) (180)
Add: Depreciation 141 259 285 301 349 397
Add: Interest Paid 190 158 104 68 31 0
Tax Adjustment 0 0 0 0 0 0
Operating Profit before Working Capital Changes 810 973 450 848 1,116 1,336
(Inc)/Dec in Current Assets 137 59 152 (745) (382) (305)
Inc/(Dec) in Current Liabilities 141 31 (265) 729 344 274
Changes in Inventory (101) 64 129 (289) (148) (118)
Net Cash Generated From Operations 987 1,127 466 543 929 1,188
Cash Flow from Investing Activities

(Inc)/Dec in Fixed Assets (713) (745) (133) (200) (600) (600)
(Inc)/Dec in Capital Work In Progress 236 141 47 0 0 0
(Inc)/Dec in Investment (Strategic) 17 8 (86) (111) (57) (45)
(Inc)/Dec in Investment (Others) (54) 311 (242) 0 0 0
Add: Non Operating Income 178 174 173 180 180 180
(Inc)/Dec in Intangible Assets 13 (0) (25) 0 0 0
Net Cash Flow from/(used in) Investing Activities (324) (111) (266) (131) (477) (465)
Cash Flow from Financing Activities

Inc/(Dec) in Total Loans (463) (379) (66) (250) (250) (213)
Inc/(Dec) in Reserves & Surplus 99 (389) 222 0 0 0
Inc/(Dec) in Equity 0 0 0 0 0 0
Dividend Paid (112) (70) (42) (56) (56) 0
Less: Interest Paid (190) (158) (104) (68) (31) 0
Adjustments (7) (16) 0 0 0 0
Exceptional Item 0 0 0 0 0 0
Net Cash Flow from Financing Activities (672) (1,012) 11 (373) (337) (213)
Net Inc/Dec in cash equivalents 9) 4 211 39 116 509
Opening Balance 16 8 11 222 261 377
Closing Balance Cash and Cash Equivalents 8 11 222 261 377 886

Source: Company, BP Equities Research
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Balance Sheet (Consolidated)

YE March( INR. mn) FY19 FY20

Liabilities

Equity Capital 56 56 56 56 56 56
Reserves & Surplus 3,058 3,329 3,742 4,346 5,206 6,325
Equity 3,114 3,384 3,798 4,402 5,262 6,381
Net Worth 3,114 3,384 3,798 4,402 5,262 6,381
Minority Interest

Net Deferred tax liability/(Asset) 643 697 687 687 687 687
Total Loans 1,202 769 713 463 213 0
Capital Employed 4,959 4,850 5,198 5,552 6,162 7,068
Assets

Gross Block 2,685 3,430 3,563 3,763 4,363 4,963
Less: Depreciation 320 563 848 1,149 1,499 1,896
Net Block 2,365 2,867 2,715 2,614 2,865 3,068
Capital WIP 328 186 139 139 139 139
Investments 62 55 141 251 308 353
Non Current investment 1,490 1,179 1,421 1,421 1,421 1,421
Current Assets

Inventories 561 497 367 656 804 922
Sundry Debtors 935 920 761 1,360 1,667 1,912
Cash and Bank Balance 8 11 222 261 377 886
Current Investments 0 0 0 0 0 0
Loans and Advances 208 179 186 333 408 468
Other Current Assets 16 1 0 0 0 0
Total Current Assets 1,727 1,608 1,537 2,610 3,257 4,189
Less:Current Liabilities & Provisions

Sundry Creditors 592 522 362 750 920 1,055
Provisions 54 17 & 5 6 7
Other Current Liabilities 381 520 430 768 941 1,079
Total Current Liabilities & Provisions 1,028 1,059 794 1,523 1,867 2,141
Capital Applied 4,959 4,850 5,198 5,552 6,162 7,068

Source: Company, BP Equities Research

Key Ratios (Consolidated)

YE March (INR in mn) FY19 FY20 FY21 FY22E FY23E FY24E
Key Operating Ratios

EBITDA Margin (%) 19.6% 20.8% 13.9% 17.7% 19.2% 20.1%
Tax / PBT (%) 35.1% 22.0% 8.7% 25.2% 25.2% 25.2%
Net Profit Margin (%) 11.1% 12.9% 6.9% 10.9% 12.3% 13.1%
RoE (%) 23.5% 22.4% 6.5% 16.1% 19.0% 19.2%
RoCE (%) 21.6% 28.0% 13.7% 11.5% 23.1% 26.7%
Current Ratio (x) 1.7x 1.5x 1.9x 1.7x 1.7x 2.0x
Dividend Payout (%) 17.0% 9.6% 18.0% 18.0% 18.0% 18.0%
Book Value Per Share (Rs.) 558 606 680 788 942 1,142

Financial Leverage Ratios

Debt/ Equity (x) 0.4x 0.2x 0.2x 0.1x 0.0x 0.0x
Interest Coverage (x) 6.1x 7.4x 4.5x 15.8x 45.8x #DIV/0!
Net Debt / EBITDA

Growth Indicators % 32.4% 21.2% (5.3%) (3.7%) 9.6% 71%
Growth in Net Block (%) 64.6% (4.9%) (40.0%) 78.7% 22.6% 14.7%
Sales Growth (%) 147.6% 1.1% (60.0%) 126.9% 33.0% 20.3%
EBITDA Growth (%) 149.0% 11.0% (68.1%) 183.1% 38.8% 22.2%
Net Profit Growth (%) 149.0% 11.0% (68.1%) 183.1% 38.8% 22.2%
Diluted EPS Growth (%)

Turnover Ratios 57 59 82 82 82 82
Debtors Days 45 43 45 45 45 45
Creditors Days 34 32 39 39 39 39
Inventory Days 62 79 160 157 140 130
Source: Company, BP Equities Research
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