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Summary

 � Balrampur Chini Mills (BCML) clocked good profitability in a seasonally weak quarter. 
Revenues decreased by 6% to Rs. 1213.1 crore due to lower sugar quota sales and lower co-
generation sales. OPM improved by 116 bps to 11.1% led by a better mix.  

 � For the sugar division, the management expects cane crushing to be much better next 
season, which will lead to better production. Supply constraints in domestic and 
international markets coupled with increasing sugar consumption and higher diversion to 
ethanol blending will keep sugar realisation up in the near term.

 � With doubling of ethanol capacity to 1050KLPD, the company expects ethanol production 
of 35 crore litres. A better mix would help OPM improve to about 16-16.5%.

 � Higher contribution from ethanol sales would lead to better cash flows and a reduction in 
debt in 3-4 years. We maintain a Buy on the stock with a PT of Rs. 465.
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Absolute -12.3 -5.6 0.3 118.2
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Sharekhan Research, Bloomberg

Price chart

Company details

Market cap: Rs. 6,672 cr

52-week high/low: Rs. 398/148

NSE volume:  
(No of shares)

16.8 lakh

BSE code: 500038

NSE code: BALRAMCHIN

Free float:  
(No of shares)

11.7 cr

Valuation (consolidated) Rs cr

Particulars FY21 FY22E FY23E FY24E

Revenue 4811.7 4348.7 5295.7 6462.3

OPM (%) 14.8 14.6 15.1 16.4

Adjusted PAT 479.8 435.7 567.2 777.5

% YoY growth -8.5 -10.1 33.2 40.8

Adjusted EPS (Rs.) 22.8 20.7 27.0 37.0

P/E (x) 14.3 15.8 12.1 8.8

P/B (x) 2.6 2.4 2.1 1.8

EV/EBIDTA (x) 11.4 12.9 9.9 7.3

RoNW (%) 18.3 15.2 17.8 21.4

RoCE (%) 15.7 14.0 16.9 21.4

Source: Company; Sharekhan estimates
# FY2022E sugar production is expected to be lower due to pest attack

Source: Morningstar
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Q2FY022 is a seasonally weak quarter for the sugar season due to the end of the season. 
BCML posted relatively better profitability aided by strong improvement in the distillery 
business’ margins. Revenues decreased by 5.9% y-o-y to Rs. 1213.1 crore with core sugar 
business revenues were down by 4% y-o-y to Rs. 1020.5 crore due to a lower sugar quota 
while distillery business revenues were down by 3.7% y-o-y to Rs. 253.0 crore. Gross margins 
improved by 294 bps y-o-y to 23.2%. Lower transportation/handling cost of molasses and 
bagasse resulted in lower raw material cost. OPM improved by 116 bps to 11.1%. PAT grew by 
9% to Rs. 80.4 crore. 

Key positives

 � Sugar realisation grew by ~5% to Rs. 34.5 per kg.

 � Distillery business EBIT margins improved by 571 bps to 44.1%.

 � Sustained focus on reducing debt led to reduction in interest cost by 31%.

Key negatives

 � Sugar sales volumes decreased by ~13% due to lower quota sales

 � Co-generation division revenues were down by 10% and posted a PBIT loss of Rs. ~14 crore.

Management Commentary

 � BCML is expected to do cane crushing of close to 900 lakh quintals in FY2022, which is 
expected to be high in FY023 due to better cane availability. Sugar realisations are expected 
to remain at Rs. 35-36 per kg.

 � The company is actively working on introducing a cane variety of 118, which has better 
resistance to diseases and suitable for weather condition in Northern and Western part of 
India.

 � With expected increase in the capacity to 1,050 KLPD by end of FY2023, the company is 
likely to produce 35  crore litre of ethanol with increase in the capacity utilisation. Thus, the 
company’s contribution from distillery division is expected to go up to 35-40% in the medium 
term.

Revision in estimates – We have broadly maintained our earnings estimates for FY022/23/24 
and would keenly monitor the performance in the coming quarters with start of new sugar 
season.

Our Call

View: Retain Buy with an unchanged price target of Rs. 465: BCML will be one of the key 
beneficiaries of reducing cyclicality in the sugar industry. We like its focus on improving the 
growth prospects by playing on its strategy of maximising value accrual from every tonne 
of cane crushed. With expected improvement in the cash flows the company is focusing on 
becoming debt-free company by FY024/25. The stock is currently trading at 12.1x its FY2023E 
EPS and 9.9x its FY2023E EV/EBIDTA. We maintain our Buy recommendation on the stock with 
an unchanged price target of Rs. 465.

Key Risks

Any decline in sugar production or change in the government policies towards ethanol blending 
would act as a key risk to our earnings estimates

Balrampur Chini Mills
Good Q2

Miscellaneous Sharekhan code: BALRAMCHIN
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Revenues decreased by 6%; margin expansion led to 9% PAT growth: Consolidated revenues decreased 
by 5.9% y-o-y to Rs. 1213.1 crore, slightly ahead of our expectation of Rs. 1,173.9 crore. Core sugar business’ 
revenues were down by 4% y-o-y to Rs. 1,020.5 crore due to lower sugar quota while distillery business 
revenues were down by 3.7% y-o-y to Rs. 253 crore. Gross margins improved by 294 bps  y-o-y to 23.2%. 
Lower transportation/handling cost of molasses and bagasse resulted in lower raw material cost. OPM 
improved by 116 bps to 11.1% (ahead of our expectations of 9%). EBIT margins of sugar business stood at 2.5% 
while distillery business EBIT margins starkly improved by 600 bps due to better realisation. This along with 
lower interest cost led to ~9% growth in PAT to Rs. 80.4 crore ahead of our expectation of Rs. 54.8 crore. Lower 
borrowings owing to lower volume of sugar, faster conversion into cash due to increasing Ethanol volumes 
and the impact of lower interest rates resulted in lower interest cost.

Sugar division: Mixed performance: Sugar division revenues decreased by 4% to Rs. 1020.2 crore. Domestic 
sales volume was down by 12.7% y-o-y to 26.8 lakh quintals. Sales volumes were lower to due to lower 
allocation of Sugar Quota in Q2. While pan-India release of quota increased to 67.5 lakh quintals in Q2FY22 
from 63.5 lakh quintals in Q2FY21, the government allocated allowed share to UP-based mills (36.8% in 
Q2FY22 versus 43.7% in Q2FY21). Blended sugar realisations stood at Rs. 34.5 per kg, grew by~5%  y-o-y. 
Sugar division’s EBIT margins improved by 27 bps  y-o-y to 2.5%. Crushing of sugarcane has commenced in 
some UP-based plants. Crushing at a BCML units situated in Central Uttar Pradesh is expected to commence 
in the second week of November and for mills situated in East Uttar Pradesh after the third week of November 
2021. With supply in the domestic and international market, higher conversion of sugar into ethanol and 
increase consumption in the domestic/international markets will help drive up blended realisations in the 
coming quarters.

Sugar Division performance snapshot

Operational Data U.O.M Q2FY22 Q2FY21 y-o-y (%)

Sugarcane crushed lakh quintals 0.0 0.0 -

Sugar recovery (post B-heavy diversion) % 0.0 0.0 -

Sugar Production lakh quintals 0.0 0.0 -

Domestic sales lakh quintals 26.8 30.8 -12.7

Export sales lakh quintals 0.0 0.0 -

Total sugar sales lakh quintals 26.8 30.8 -12.7

Average blended realisation Rs. /kg 34.5 33.0 4.8
Source: Company, Sharekhan Research

Distillery division performance

Operational data U.O.M Q2FY22 Q2FY21 y-o-y (%)

Production from B-heavy molasses Cr. Ltr 3.6 1.5 139.7

Production from C-heavy molasses Cr. Ltr 0.2 2.1 -89.4

Total production Cr. Ltr 3.8 3.6 7.3

Ethanol sales from B-heavy route Cr. Ltr 3.73 2.55 46.3

Ethanol sales from C-heavy route Cr. Ltr 0.35 2.18 -83.9

Total ethanol sales Cr. Ltr 4.08 4.73 -13.7

Avg. ethanol realisations from B-heavy route Rs.  / Ltr 57.6 54.3 6.2

Avg. ethanol realisation from C-heavy route Rs.  / Ltr 45.7 43.8 4.4
Source: Company, Sharekhan Research

Distillery division – Posted strong expansion in the margins: Distillery division revenues decreased by 3.7% 
y-o-y to Rs. 253.1 crore. Company diverted ~80% sugarcane to B-heavy molasses as compared to 52% during 
H1FY21. Total ethanol production with B-heavy molasses stood at 3.6 crore litres in Q2. Average realisations 
from B-heavy route stood at Rs. 57.6 litre. Overall sales volume was down by 12.7% to 4.08 crore litres due to 
sharp decline in volumes of C-Heavy molasses. However better mix led to 571 bps improvement in the EBIT 
margins to 44.1%. With expected increase in the capacity to 1050 KLPD by FY2023-end, the company is likely 
to produce 35 crore litre of ethanol with increase in the capacity utilisation. Thus the company’s contribution 
from distillery division is expected to go up to 35-40% in the medium term. Higher contribution from ethanol 
will result in better profitability with improvement in the mix.
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Results (Consolidated) Rs cr

Particulars Q2FY22 Q2FY21 y-o-y (%) Q1FY22 q-o-q (%)

Total revenue 1,213.1 1,289.7 -5.9 1,140.6 6.4

Raw material cost 931.9 1,028.7 -9.4 852.0 9.4

Employee cost 70.7 64.8 9.2 65.6 7.8

Other expenses 76.3 68.6 11.3 88.8 -14.0

Total operating expenses 1,079.0 1,162.1 -7.1 1,006.4 7.2

Operating profit 134.1 127.6 5.1 134.2 0.0

Other income 4.4 4.6 -3.8 5.2 -16.0

Interest expense 6.2 9.0 -31.0 13.1 -52.5

Depreciation 28.2 28.2 0.0 29.3 -3.9

Profit before tax 104.1 95.0 9.6 97.0 7.4

Tax 23.7 21.2 12.2 25.0 -5.0

Adjusted PAT (before MI) 80.4 73.9 8.8 72.0 11.6

Minority interest (MI) 2.0 4.3 -54.2 5.1 -60.7

Reported PAT 82.4 78.2 5.3 77.0 6.9

EPS (Rs. .) 3.9 3.7 5.3 3.7 6.9

   bps  bps

GPM (%) 23.2 20.2 294 25.3 -212

OPM (%) 11.1 9.9 116 11.8 -71

NPM (%) 6.6 5.7 90 6.3 31

Tax rate (%) 22.8 22.3  25.8  
Source: Company, Sharekhan Research

Division wise revenue performance Rs cr

Particulars Q2FY22 Q2FY21 y-o-y (%) Q1FY21 q-o-q (%)

Sugar 1020.5 1063.4 -4.0 943.3 8.2

Co-generation 27.7 30.8 -10.0 42.8 -35.2

Distillery 253.1 262.8 -3.7 267.2 -5.3

Others 4.4 5.9 -25.5 2.9 51.4

Total 1305.7 1362.9 -4.2 1256.2 3.9

Less: Inter segment revenue 91.8 73.1 25.6 115.8 -20.7

Revenue from operations 1213.8 1289.8 -5.9 1140.4 6.4
Source: Company, Sharekhan Research

Division wise PBIT performance Rs cr

Particulars Q2FY22 Q2FY21 y-o-y (%) Q1FY21 q-o-q (%)

Sugar 25.2 23.5 7.4 14.4 75.4

Co-generation -13.7 -9.9 38.2 -7.8 76.6

Distillery 111.7 101.0 10.6 117.8 -5.1

Others 1.5 1.9 -21.3 1.4 4.6

Total 124.8 116.5 7.1 125.8 -0.9
Source: Company, Sharekhan Research

Power division stays weak: Due to reduction in tariff by UPERC with effect from April,1 2019, the company 
decided to operate co-generation plants for lower number of days during the off-season and sell surplus 
bagasse outside. Power generation in Q2FY022 stood at 3.35 crore units less by ~20% y-o-y compared to 
30.8 crore units. Average realisations grew by 3.7% y-o-y to Rs. 3.35 per unit. 

Ethanol expansion as per plans: BCML decided to increase the ethanol capacity to 1050KPD (210KLPD 
higher than earlier plans of 840 KLPD) from the current capacity of 520KLPD with a capital expenditure of 
~Rs. 993 crore. It will be expanding distillery unit at Balrampur to 330KLPD from 160KLPD and distillery unit at 
Gularia to 200 KLPD from 160 KLPD earlier. Gularia plant to commence operations from December 2021 and 
both Balrampur and Maizpur from November 2022. The capex will be funded through mix of debt (Rs. 500 
crore) and internal accruals (Rs. 493 crore) over the next two years.

Focus on deleveraging balance sheet: As on September 30, 2021, the company’s long-term debt stood at Rs. 
315.99   crore, which carries low interest rate of ~3.65 borrowings. The company has planned to repay debt by 
Rs. 59 crore in FY2022, Rs. 105.6 crore in FY02023, Rs. 105.6 crore in FY2024 and Rs. 45.8 crore in FY2025.
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One-year forward P/E (x) band

Source: Sharekhan Research 

Outlook and Valuation

n Sector view - Rise in supply for ethanol manufacturing to drive growth

As per ISMA’s latest estimates for total sugar production for SY2021-SY2022 based on sugarcane production 
is estimated at 31 million. It is further estimated that due to diversion of sugarcane juice and B-heavy 
molasses, actual sugar production will drop by 3.4 million tonnes. Therefore, estimated sugar production 
net of diversion is estimated at 28 million tonnes, lower than the previous sugar season.The Government of 
Uttar Pradesh announced the State Advised Price (SAP) for the SS 2021-22 at Rs. 25/quintal higher than last 
season. Accordingly, now the early variety of sugarcane will cost Rs. 350 quintal. A revised ethanol policy, 
likely MSP price revision, quota base sugar distribution, and export quota of 6 million tonne will benefit 
sugar companies in FY2022/23 with stable sugar realisation. Increased international sugar prices would help 
Indian companies to get better export realisation for their produce. The government is targeting to achieve 
20% blending of ethanol by 2025, which would largely solve the problem of excess sugar over the medium 
term. 

n Company outlook - Higher ethanol sales will boost profitability in FY23/24

FY2022 (SY21) volumes are impacted lower production due to pest attack Management has guided for higher 
sugar crushing in SY2021-22 with better recovery rate. This would result in better sugar production compared 
to last sugar season. Sugar realisations are expected to remain high on y-o-y basis due to global demand-
supply mismatch. FY2023/24 will be boosted by better sugar production and higher ethanol sales resulting 
21%/35% growth in revenues and PAT over FY2022-24. Ethanol production is expected to increase to 35 crore 
litre by FY2024.

n Valuation - Retain Buy with an unchanged price target of Rs. 465

BCML will be one of the key beneficiaries of reducing cyclicality in the sugar industry. We like its focus on 
improving the growth prospects by playing on its strategy of maximising value accrual from every tonne of 
cane crushed. With expected improvement in the cash flows the company is focusing on becoming debt-free 
company by FY024/25. The stock is currently trading at 12.1x its FY2023E EPS and 9.9x its FY2023E EV/
EBIDTA. We maintain our Buy recommendation on the stock with an unchanged price target of Rs. 465.    

Peer Comparison

Companies
P/E (x) EV/EBIDTA (x) RoCE (%)

FY21 FY22E FY23E FY21 FY22E FY23E FY21E FY22E FY23E

Triveni Engineering 16.5 13.1 10.4 10.5 9.5 7.6 17.7 18.8 21.7

Balrampur Chini 14.3 15.8 12.1 11.4 12.9 9.9 15.7 14.0 16.9
Source: Company, Sharekhan estimates
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About company

Balrampur Chini Mills Limited (‘BCML’) is one of the largest integrated sugar manufacturing companies in 
India. The allied businesses of the company comprise distillery operations and cogeneration of power. The 
Company is headquartered in Kolkata and has 10 sugar factories in UP with a total cane crushing capacity of 
76,500 tonnes per day, 4 distillery units with a collective capacity of 520 kilo litre per day and 8 co-generation 
units with saleable co-generation capacity of 168.7 megawatts. BMCL was among the first companies to 
moderate dependence on sugar and venture into distillery and cogeneration. The company is led by Mr. 
Vivek Saraogi (MD) and is managed by professionals with a deep sectoral understanding. BMCL has a strong 
balance sheet and has historically generated a high payout for the shareholders by way of dividends and 
share buy-backs.

Investment theme

BCML will be one of the key beneficiary of reducing cyclicality in the sugar industry. With new distillery 
capacity of 320KLPD (operational in December 2022), the company is likely to produce close to 30cr litre of 
ethanol and generate sales/profit of ~Rs. 1600 crore/Rs. 800 crore by FY2024. Higher salience of ethanol 
in revenue mix will improve the cash conversion cycle with reduction of debt; Likely to generate cumulative 
OCF of Rs. 1950 crore over FY2022-24. The company has one of the lean balance sheet amongst the sugar 
universe with debt:equity ratio of 0.5x. We expect BCML revenues and PAT to grow at CAGR of 9% and 19% 
over FY2021-24.
 
Key Risks

 � Decline in sugar production would impact the revenue of the company and acts as a key risk to our 
earnings estimates.

 � Change in the government policies towards ethanol blending would affect the profitability of the company.

Additional Data

Key management personnel

Mr. Sumit Mazumder Non-Executive - Independent Director-Chairperson

Mr. Vivek Saraogi Executive Director-MD

Mr. Pramod Patwari Chief Financial Officer

Mr. Manoj Agarwal Company Secretary & Compliance Office
Source: Company

Top 10 shareholders

Sr. No. Holder Name Holding (%)

1 Nippon Life India Asset Management Ltd 4.7

2 L&T Mutual Fund Trustee Ltd 3.6

3 Goldman Sacs Group Inc 2.1

4 Abu Dhabi Investment Authority 1.5

5 Kotak Fund – India Mid-cap Fund 1.3

6 Morgan Stanley Asia (Singapore) Pte 0.9

7 Axis Mutual Fund Trustee Limited A/C 0.8

8 Kotak ESG Opportunities Fund 0.8

9 Vanguard emerging markets stock index fund 0.8

10 Vanguard total international stock index fund 0.8
Source: Company presentation

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.


