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  Sudarshan Chemical 

Domestic business hit by the second wave 

We maintain a BUY recommendation on Sudarshan Chemical (SCIL) with a 

target price of INR 830/share. We expect SCIL's PAT to grow at a 26% CAGR 

over FY22-24E, led by a 16% CAGR in revenue. Two major global players 

shifting away from the pigment business could act as a tailwind for Indian 

pigment manufacturers. We believe SCIL is in a sweet spot to seize this 

opportunity by offering products similar to those of global players. Q1 

EBITDA/APAT were 31/41% below our estimates, mainly due to a 17% lower 

revenue, higher-than-expected employee cost and other expenses, lower-than- 

expected other income, offset by a lower-than-expected finance cost. 

 Financial performance: Revenue grew 35% YoY, owing to a lower base, and 

fell 18% QoQ to INR 4,739mn, owing to the adverse impact on the domestic 

business of the second wave of the COVID-19 pandemic. Exports continue to 

gain traction. Capacity utilisation during Q1FY22 was at ~81% of operating 

capacity. EBITDA was up 17% YoY, down 29% QoQ to INR 620mn. EBITDA 

margin fell 195/209bps YoY/QoQ to 13%, owing to higher employee cost, 

freight cost, energy cost and negative impact of the withdrawal of MEIS. 

APAT came in at INR 262mn (+44/-51% YoY/QoQ).

 Pigment segment (96% of the revenue mix): Revenue/EBIT grew 33/41% YoY 

and fell 15/30% QoQ to INR 4,532/458mn. EBIT margin for the segment came 

in at 10%, +59/-209bps YoY/ QoQ.

 Con call takeaways: (1) Exports accounted for 55% of revenue for the pigment 

segment. (2) Specialty pigments constituted 70% of the revenue for the 

pigment segment in Q1. (3) The company plans to launch three product lines 

having 10-15 products each in FY22. (4) Capex projects worth INR 1.2bn 

would be completed by Sep’21. (5) The Mahad facility stayed shut for two 

weeks, due to heavy rains and floods in Q2FY22. (6) The ramp-up in the 

yellow pigment will be witnessed by the company in H2FY23. (7) The 

domestic business of the company would meet normalcy in Q3FY22.

 Change in estimates: We cut our FY22/23 EPS estimates by 18.7/8.5% to INR 

24.6/32.6 to account for the overall performance in Q1 and incorporation of 

annual report FY21.

 DCF-based valuation: Our target price is INR 830 (WACC 10%, terminal 

growth 4%). The stock is currently trading at 21.3x FY23E EPS.

Financial Summary (Consolidated) 
 

INR mn 
Q1 

FY22 

Q4 

FY21 

QoQ 

(%) 

Q1 

FY21 

YoY 

(%) 
FY20 FY21 FY22E FY23E FY24E 

Net Sales 4,739 5,765 (17.8) 3,523 34.5 17,082 18,641 21,855 25,423 29,212 

EBITDA 620 875 (29.1) 530 17.0 2,463 2,878 3,370 4,326 5,072 

APAT 262 534 (51.0) 182 43.8 1,311 1,411 1,701 2,258 2,720 

AEPS (INR) 3.8 7.7 (51.0) 2.6 43.8 18.9 20.4 24.6 32.6 39.3 

P/E (x)      36.7 34.0 28.3 21.3 17.7 

EV/EBITDA(x)      21.5 18.7 16.1 12.4 10.4 

RoE (%)      22.4 21.0 21.3 24.5 25.4 

Source: Company, HSIE Research 

Change in estimates (Consolidated) 
Y/E Mar FY22E Old FY22E New % Ch FY23E Old FY23E New % Ch 

EBITDA (INR mn) 3,755 3,370 -10.3% 4,420 4,326 -2.1% 

Adj. EPS (INR/sh) 30.2 24.6 -18.7% 35.6 32.6 -8.5% 

Source: Company, HSIE Research 

 
BUY 

 

CMP (as on 9 Aug 2021) INR 698 

Target Price INR 830 

NIFTY 16,258 

 

KEY 

CHANGES 
OLD NEW 

Rating BUY BUY 

Price Target INR 895 INR 830 

 FY22E FY23E 
EPS %   

 -18.7% -8.5% 

 

KEY STOCK DATA   

Bloomberg code SCHI IN 

No. of Shares (mn)  69 

MCap (INR bn) / ($ mn) 48/649 

6m avg traded value (INR mn) 275 

52 Week high / low INR 794/407 

 

STOCK PERFORMANCE (%) 

 3M 6M 12M 

Absolute (%) 10.3 39.4 55.6 

Relative (%) (0.3) 33.4 12.6 

 

SHAREHOLDING PATTERN (%) 

 Mar-21 Jun-21 

Promoters 40.03 39.57 

FIs & Local MFs 9.01 9.27 

FPIs 9.36 8.79 

Public & Others 41.60 42.37 

Pledged Shares 0.00 0.00 

Source: BSE   
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