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| G Petrochemicals Limited
Initial signs of margin recovery

In Q4 FY24, IGPL’s revenue de-grew by ~“8% on a YoY basis, majorly driven by
price correction in Phthalic Anhydride (PAN), however, we are able to see
initial signs of recovery. On a QoQ basis, the Company saw a revenue growth
of 14% and EBITDA margins improved from -1.2% to 4.7%. Spreads between
PAN and OX are on a gradual recovery. In addition to this, in Feb 2024, the
Company started commercial production of PA-5, bringing its total PAN
capacity to ~275,000 MTPA.

Capacity expansion

The Company is actively pursuing capex for downstream operations. This new
capacity is expected to come online by September 2025. The new plant is
expected to add a net revenue of Rs. 5 Bn and a PAT of Rs. 500-700 Mn. The
expansion will make the Company the third-largest plasticizer player in the
Indian market, with a total capacity of 75,000 MTPA. With this expansion, it
will enable the Company to reduce its revenue concentration from PAN.

Initial signs of margin recovery

The Company reported EBITDA margins of 4.7% for Q4 FY24, an improvement
of 593 Bps on a QoQ basis. According to management, the spreads are
gradually improving and are now in the range of $120-150 per Ton.

MAN prices have improved slightly sequentially but continue to quote at a
discount of 10-15% of PAN prices compared to the historical average of
trading at a premium of 10-20% of PAN prices. This is largely because of
excess capacity in China, which is likely to be absorbed post-Jan 2025. We
expect MAN prices to remain subdued until then.

View & Valuation

We have revised our estimates and maintained a BUY rating on IGPL, valuing it
at a 5-year median PE of 8x on FY26E EPS, giving a target price of ~Rs. 754,
implying an upside of ~52%. The new capacity addition of 53,000 MTPA of
PAN and improving the spread of PAN and OX will lead to sales growth and
improvement in EBITDA margin, leading to strong growth in PAT.
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Key Financial Data

(Rs Mn) FY23 FY24 FY25E

Revenue 23,523 20,991 25,189

EBITDA 3,177 1,054 2,544
NetProfit 2,000 395 1,402
/T;S’::'ts 19,919 21,350 23,555
ROCE (%) 17% 5% 11%
ROE (%) 17% 3% 11%

Source: Company, Keynote Capitals Ltd Estimates
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Q4FY24 Result Update
Result Highlights (Rs. Mn)

. Change % Change % Change %
Particulars 4 FY24 4 FY23 3 FY24 FY24 FY23
a a o) @ (@-0-0) (Y-o0-Y)
Revenue from Operation 5,540 6,050 -8% 4,880 14% 20,991 23,523 -11%
Gross Profit 947 1,296 -27% 571 66% 3,653 5,706 -36%
Gross Profit % 17.1% 21.4% -432 Bps 11.7% 541 Bps 17.4% 24.3% -685 Bps
Employee Cost 212 211 1% 186 14% 812 817 -1%
Other Expenses 473 449 5% 444 7% 1,787 1,712 4%
EBITDA 262 636 -59% -59 -545% 1,054 3,177 -67%
EBITDA % 4.7% 10.5% -579 Bps -1.2% 593 Bps 5.0% 13.5% -849 Bps
Depreciation 147 122 20% 125 17% 521 474 10%
EBIT 115 513 -78% -184 -162% 533 2,703 -80%
EBIT % 2.1% 8.5% -641 Bps -3.8% 584 Bps 2.5% 11.5% -895 Bps
Finance Cost 95 65 46% 82 16% 304 239 27%
Other Income 93 59 58% 66 40% 306 219 39%
PBT 112 507 -78% -200 -156% 534 2,683 -80%
Tax Expenses 22 126 -82% -47 -147% 139 683 -80%
PAT attributable to shareholders 90 381 -76% -152 -159% 395 2,000 -80%
EPS 293 12.39 -4.95 12.83 64.94
Source: Company, Keynote Capitals Ltd.
Quarterly Business Progression
22.39
21.4% %
——
Margins on recovery phase
10.5% g yp
5.2% 4.7%
-1.2%
Q4 FY23 Ql FY24 Q2 FY24 Q3 FY24 Q4 FY24
Source: Company, Keynote Capitals Ltd.
Non PAN as a % of revenue
9.4%
7.9% 7.8%
G.V v
4.9%
Q4 FY23 Q1 FY24 Q2 FY24 Q3 FY24 Q4 FY24

Source: Company, Keynote Capitals Ltd.
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Q4 FY24 Conference Call Takeaways
General highlights

- Management reported that while demand from the end-user market
remains mixed, the paints and pigments segments are exhibiting signs of
recovery.

- The Company is witnessing a gradual improvement in the spread between
the prices of PAN and OX, with the spread moving towards the range of
$120-150 per MTPA.

- As the PA-5 plant ramps up its capacity, the Company expects to realize
some efficiency gains, leading to a marginal improvement in profitability.

- Internationally, when the spread between PAN and OX prices falls below
$100 per ton, there is an expectation of temporary or permanent capacity
shutdowns.

- Two plants are expected to undergo maintenance this year.

- The boilers are to be inspected every 3-4 years.

PAN

- The expected growth in demand for PAN remains within the range of 5-7%.

- Internationally, the spreads between PAN and OX prices are slightly lower
than domestic spreads.

- Naphtha-based PAN plants operate only when there is a substantial price
difference between naphtha and OX, as manufacturing PAN from naphtha
is not an efficient process.

- The paints, plasticizers, and pigments segments account for 50-60% of the
demand for PAN in India.

- The incremental revenue from the PA-5 plant is expected to be Rs. 5 Bn.
Plasticizer

- The Company is actively pursuing capex for downstream operations. This
new capacity is expected to come online by September 2025.

- The cost of this capex project is estimated to be Rs. 1.65 Bn.

- Out of the Company's total PAN capacity of 53,000 MTPA (PA-5), 30,000-
35,000 MTPA will be diverted towards manufacturing plasticizers.

- The new plant is expected to add a net revenue of Rs. 5 Bn.

- The plasticizer segment is projected to have a PAT margin of 5-7%,
translating to a PAT of Rs. 500-700 Mn.

- With this expansion, the Company will become the third-largest player in
the Indian market, with a total capacity of 75,000 MTPA.
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Financial Statement Analysis

Income Statement

Y/E Mar, Rs. Mn FY22 FY23 FY24 FY25E FY26E
Net Sales 18,828 23,523 20,991 25,189 31,487
Growth % 25% -11% 20% 25%
Raw Material Expenses 12,397 17,817 17,338 19,648 23,300
Employee Expenses 751 817 812 982 1,228
Other Expenses 1656 1712 1,787 2,015 2,361
EBITDA 4,023 3,177 1,054 2,544 4,597
Growth % -21% -67% 141% 81%
Margin% 21% 14% 5% 10% 15%
Depreciation 443 474 521 620 674
EBIT 3,579 2,703 533 1,924 3,923
Growth % -24% -80% 261% 104%
Margin% 19% 11% 3% 8% 12%
Interest Paid 129 239 304 404 404
Other Income & exceptional 113 219 306 350 350
PBT 3,563 2,683 534 1,870 3,869
Tax 918 683 139 467 967
PAT 2,645 2,000 395 1,402 2,902
Others (Minorities, Associates) 0 0 0 0 0
Net Profit 2,645 2,000 395 1,402 2,902
Growth % -24% -80% 255% 107%
Shares (Mn) 30.8 30.8 30.8 30.8 30.8
EPS 85.89 64.95 12.84 45.54 94.22
Balance Sheet

Y/E Mar, Rs. Mn FY22 FY23 FY24 FY25E FY26E|
Cash, Cash equivalents & Bank 1,275 1,916 1,836 1,798 3,905
Current Investments 725 1,065 886 886 886
Debtors 3,468 3,245 3,367 3,778 4,723
Inventory 1,521 1,649 1,996 2,947 3,495
Short Term Loans & Advances 37 111 83 83 83
Other Current Assets 90 123 275 275 275
Total Current Assets 7,117 8,111 8,443 9,768 13,368
Net Block & CWIP 8,542 10,658 11,878 12,759 13,585
Long Term Investments 85 750 555 555 555
Other Non-current Assets 768 400 473 473 473
Total Assets 16,512 19,919 21,350 23,555 27,981
Creditors 2,950 3,709 3,772 4,635 5,723
Provision 21 9 9 9 9
Short Term Borrowings 423 545 1,385 1,385 1,385
Other Current Liabilities 530 677 429 429 429
Total Current Liabilities 3,924 4,940 5,594 6,457 7,546
Long Term Debt 1,143 1,692 2,261 2,261 2,261
Deferred Tax Liabilities 778 853 952 952 952
Other Long Term Liabilities 45 85 75 75 75
Total Non Current Liabilities 1,966 2,630 3,287 3,287 3,287
Paid-up Capital 308 308 308 308 308
Reserves & Surplus 10,313 12,041 12,161 13,504 16,841
Shareholders' Equity 10,621 12,349 12,469 13,812 17,148

Non Controlling Interest 0 0 0 0 0
Total Equity & Liabilities 16,512 19,919 21,350 23,555 27,981

Source: Company, Keynote Capitals Ltd. Estimate

KEYNOTE Rating History

Cash Flow
Y/E Mar, Rs. Mn FY22 FY23 FY24 FY25E FY26E
Pre-tax profit 3,563 2,683 534 1,870 3,869
Adjustments 486 537 546 674 728
Change in Working Capital -2,169 -282 -624 -500 -404
Total Tax Paid -788 -613 -84 -467 -967
Cash flow from operating
Activities 1,093 2,325 372 1,577 3,226
Net Capital Expenditure -985 -2,395 -1,733 -1,500 -1,500
Change in investments -120 -284 386 0 0
Other investing activities 49 125 202 350 350
Cash flow from investing activities -1,056 -2,554 -1,146 -1,150 -1,150
Equity raised / (repaid) 0 0 0 0 0
Debt raised / (repaid) 169 747 980 0 0
Dividend (incl. tax) -226 -303 -308 -60 435
Other financing activities -131 -237 -193 -404 -404
Cash flow from financing activities -188 206 479 -464 31
Net Change in cash -152 -23 -295 -37 2,107
Valuation Ratios

FY22 FY23 FY24 FY25E FY26E
Per Share Data
EPS 86 65 13 46 9%
Growth % -24% -80% 255% 107%
Book Value Per Share 345 401 405 449 557
Return Ratios
Return on Assets (%) 18% 11% 2% 6% 11%
Return on Equity (%) 28% 17% 3% 11% 19%
Return on Capital Employed (%) 26% 17% 5% 11% 17%
Turnover Ratios
Asset Turnover (x) 1.3 1.3 1.0 1.1 1.2
Sales / Gross Block (x) 1.5 1.8 1.4 1.5 1.7
Working Capital / Sales (x) 11% 14% 14% 12% 15%
Receivable Days 53 52 57 52 49
Inventory Days 44 32 38 46 50
Payable Days 75 68 77 74 79
Working Capital Days 21 17 19 23 20
Liquidity Ratios
Current Ratio (x) 1.8 1.6 1.5 1.5 1.8
Interest Coverage Ratio (x) 28.7 12.2 2.8 5.6 10.6
Total Debt to Equity 0.2 0.2 0.3 0.3 0.2
Net Debt to Equity 0.0 0.0 0.1 0.1 0.0
Valuation
PE (x) 8.2 10.8 385 10.9 53
Earnings Yield (%) 12% 9% 3% 9% 19%
Price to Sales (x) 11 0.9 0.7 0.6 0.5
Price to Book (x) 2.0 1.0 1.2 1.1 0.9
EV/EBITDA (x) 55 4.2 14.9 6.2 3.4
EV/Sales (x) 1.2 0.6 0.7 0.6 0.5

I —
2"d January 2024 BUY 500 +64.0%
16t February 2024 BUY 459 +73.0%
27t May 2024 BUY 496 +52.0%
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Rating Methodology

BUY Expected positive return of > 10% over 1-year horizon
NEUTRAL Expected positive return of > 0% to < 10% over 1-year horizon
REDUCE Expected return of < 0% to -10% over 1-year horizon

SELL Expected to fall by >10% over 1-year horizon

NOT RATED (NR)/UNDER REVIEW (UR)/COVERAGE SUSPENDED (CS) Not covered by Keynote Capitals Ltd./Rating & Fair value under

Review/Keynote Capitals Ltd. has suspended coverage

Disclosures and Disclaimers

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the
Regulations).

Keynote Capitals Ltd.. (KCL) is a SEBI Registered Research Analyst having registration no. INHO00007997. KCL, the Research Entity (RE) as defined in
the Regulations, is engaged in the business of providing Stock broking services, Depository participant services & distribution of various financial
products. Details of associate entities of Keynote Capitals Limited are available on the website at https://www.keynotecapitals.com/associate-

entities/

KCL and its associate company(ies), their directors and Research Analyst and their relatives may; (a) from time to time, have a long or short position
in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. (b) be engaged in any other transaction
involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies)
discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to
any recommendation and other related information and opinions.; however the same shall have no bearing whatsoever on the specific
recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the
associates of KCL even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report.

KCL and / or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the
recipients of this report should be aware that KCL may have a potential conflict of interest that may affect the objectivity of this report.
Compensation of Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

Details of pending Enquiry Proceedings of KCL are available on the website at https://www.keynotecapitals.com/pending-enquiry-proceedings/

A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com. Research Analyst views on Subject Company may
vary based on Fundamental research and Technical Research. Proprietary trading desk of KCL or its associates maintains arm’s length distance with
Research Team as all the activities are segregated from KCL research activity and therefore it can have an independent view with regards to Subject
Company for which Research Team have expressed their views.

Regional Disclosures (outside India)

This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such
distribution, publication, availability or use would be contrary to law, regulation or which would subject KCL & its group companies to registration or
licensing requirements within such jurisdictions. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain
category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.

Specific Disclosure of Interest statement for subjected Scrip in this document:

Financial Interest of Research Entity [KCL] and its associates; Research Analyst and its Relatives NO

Any other material conflict of interest at the time of publishing the research report by Research Entity [KCL] and its associates; | NO
Research Analyst and its Relatives
Receipt of compensation by KCL or its Associate Companies from the subject company covered for in the last twelve months; | NO
Managing/co-managing public offering of securities in the last twelve months; Receipt of compensation towards Investment
banking/merchant banking/brokerage services in the last twelve months; Products or services other than those above in connection
with research report in the last twelve months; Compensation or other benefits from the subject company or third party in
connection with the research report in the last twelve months.

Whether covering analyst has served as an officer, director or employee of the subject company covered NO

Whether the KCL and its associates has been engaged in market making activity of the Subject Company NO

Whether the Research Entity [KCL] and its associates; Research Analyst and its Relatives, have actual/beneficial ownership of 1% or | NO
more securities of the subject company, at the end of the month immediately preceding the date of publication of the research
report or date of the public appearance.
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The associates of KCL may have:

- financial interest in the subject company

-actual/beneficial ownership of 1% or more securities in the subject company

-received compensation/other benefits from the subject company in the past 12 months

-other potential conflict of interests with respect to any recommendation and other related information and opinions.; however, the same shall
have no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are
completely independent of the views of the associates of KCL even though there might exist an inherent conflict of interest in some of the stocks
mentioned in the research report.

-acted as a manager or co-manager of public offering of securities of the subject company in past 12 months

-be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial
instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies)

-received compensation from the subject company in the past 12 months for investment banking / merchant banking / brokerage services or from
other than said services.

The associates of KCL has not received any compensation or other benefits from third party in connection with the research report.

Above disclosures includes beneficial holdings lying in demat account of KCL which are opened for proprietary investments only. While calculating
beneficial holdings, it does not consider demat accounts which are opened in name of KCL for other purposes (i.e. holding client securities,
collaterals, error trades etc.). KCL also earns DP income from clients which are not considered in above disclosures.

Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part
of the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed
by research analyst(s) in this report.

Terms & Conditions:

This report has been prepared by KCL and is meant for sole use by the recipient and not for circulation. The report and information contained herein
is strictly confidential and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the
media or reproduced in any form, without prior written consent of KCL. The report is based on the facts, figures and information that are believed to
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