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Deepak Nitrite  

Reiterate Buy stance on improved growth visibility  
Deepak Nitrite (DN)’s 4QFY21 performance exceeded our expectation as the utilisation 
rate at Deepak Phenolics was 130% against our estimate of 115%. Phenol utilisation 
was backed by a turnaround in domestic user industries and export demand. Overall 
revenue/EBITDA/PAT grew 39%/73%/68% to Rs 14.6bn/Rs 4.5bn/Rs 2.9bn. Revenues 
were supported by growth across segments, barring Performance Product (PP) which 
remained subdued due to a drop in prices during 1QFY21. Profitability was driven by 
better phenol prices and higher utilisation. Phenol spread was USD 642 vs. USD 417 
YoY. The balance sheet improved considerably as sustained profitability and a stable 
working capital environment boosted cash flows (OCF at Rs 9.9bn vs. Rs 7.6bn in FY20). 
DN has paid off debt of Rs 5bn (D/E at 0.2x vs. 0.7x YoY).  

Investment of Rs 3bn in new platforms including fluorination and photo-chlorination; 
capex pipeline remains strong: The management indicated that it will advance its core 
competencies of nitration, reduction and diazotization into new intermediates for 
agrochemicals and pharmaceuticals. Also, at the newly formed subsidiary Deepak Clean 
Tech, it will invest in newer chemistry platforms of fluorination and photo-chlorination to 
forward integrate into value-added offerings. As per the latest ToR (Terms of Reference) 
for Environmental Impact Assessment (EIA) report, the company can enter (over the next 
five years) into downstream products including Butyl Phenol, Cyclohexanone, Bisphenol, 
Dimethyl ether, Alpha Methyl Styrene, Phenylene Diamine, Hexylene Glycol and Methyl 
Iso-butyl Carbinol (MIBC).     

Additional IPA (Iso-Propyl Alcohol) capacity of 30,000tn and captive power plant to 
commence operations in 1HFY22: We expect the new additional capacity of IPA to 
commercialise in 1QFY22. The total capacity of Acetone is likely to reach 60,000tn in 
FY22E. The domestic consumption of IPA has grown at a CAGR of 11% over the last five 
years to 200,000tn. Deepak Fertilizer is the largest manufacturer of IPA in India with a 
capacity of 100,000tn (70,000tn existing, 30,000tn planned addition). We expect IPA to 
contribute to 22%/23% of Deepak Phenolics’ revenues in FY22E/23E.    

Phenol spread and IPA price remain firm: The phenol spread was significantly higher YoY 
in 4QFY21 due to higher acetone and phenol prices. The spot spread is USD 747 
compared to the 4QFY21 average of USD 642. IPA prices saw a gradual increase in April 
as the worsening COVID situation fueled demand expectations. The prices averaged Rs 
106/kg vs. Rs 101/kg in 3QFY21. The spot IPA price is Rs 122/kg currently (domestic prices 
at Rs 150/kg). We factor in an average price of Rs 120/kg and a phenol spread of USD 
645/tn for FY22E and FY23E.  

Capital allocation strategy: DN’s board has approved a dividend of Rs 5.5/share (face 
value of Rs 2) for FY21 as against Rs 4.5/share in FY20. The dividend payout stood at 10% 
for FY21. The company has paid off ~Rs 5bn of debt and the standalone entity is now 
debt-free. Sustained profitability, aided by Fine and Specialty and Phenol segments, led 
to improved operating cash flows of Rs 9.9bn (Rs 7.6bn in FY20); further, with capex 
deferred due to COVID, the company generated a free cash flow of Rs 7.9bn vs. Rs 3.5bn 
in FY20. The management will soon present its growth plan for the coming years. 

Outlook and valuation: We remain positive about the company’s growth prospects given 
its management expertise and chemical capabilities. We expect revenue/EBITDA/PAT 
CAGR of 19%/20%/23% over FY21-23E. Given the improved revenue and profit visibility, 
we revise our target price to Rs 2,145 (earlier Rs 1,453) which is based on 25x FY23E 
(earlier 20x) and implies a ~15% discount to ARTO and ATLP. Maintain BUY. 
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Sector: Chemical Rating: BUY 

CMP: Rs 1,803 Target Price: Rs 2,145 

Stock Info  

Sensex/Nifty 49,206/14,823 

Bloomberg DN IN 

Equity shares (mn) 136.4 

52-wk High/Low 1,989/458 

Face value Rs 2 

M-Cap  Rs 246bn/US$ 3.3bn 

3-m Avg volume US$ 31.6mn 

  
Financial Snapshot (Rs mn) 

 Y/E  Mar       FY21 FY22e FY23e 

Net sales 43,598 54,673 61,555 

EBITDA 12,470 15,869 17,951 

PAT (adj.) 7,758 10,416 11,697 

EPS (adj.) (Rs) 56.9 76.4 85.8 

PE (x) 31.7 23.6 21.0 

P/B (x) 10.5 7.7 5.9 

EV/EBITDA (x) 20.1 15.7 13.7 

RoE (%) 39.6 37.5 31.7 

RoCE (%) 38.8 42.3 38.2 

D/E (x) 0.2 0.1 0.1 

OPM (%) 28.6 29.0 29.2 

DPS (Rs.) 5.5 12.9 15.1 

Dividend Yield (%) 0.3 0.7 0.8 

Shareholding Pattern (%) 
 

 
Mar'21 Dec'20 Sep'20 

Promoter 45.7 45.7 45.7 

- Pledged - - - 

FII 13.2 14.5 13.8 

DII 11.6 10.5 12.0 

Others 29.5 29.3 28.5 

Stock Performance (1-year) 

150

550

950

1350

1750

2150

M
ay

-2
0

Ju
n

-2
0

Ju
l-

2
0

A
u

g-
2

0

Se
p

-2
0

O
ct

-2
0

N
o

v-
2

0

D
ec

-2
0

Ja
n

-2
1

Fe
b

-2
1

M
ar

-2
1

A
p

r-
2

1

M
ay

-2
1

DN Sensex
 

 
Ankit Gor 
ankitgor@systematixgroup.in 
+91 22 6704 8028 

Kumar Saumya  
kumarsaumya@systematixgroup.in 
+91 22 6704 8025 

 



 
 

07 May 2021 

 

2 Systematix Research is also available on Bloomberg SSSL <Go>, Thomson & Reuters                   Systematix Shares and Stocks (India) Limited 

Deepak Nitrite 

 

Exhibit 1: Quarterly financial statement 

Particulars (Rs. mn) 4QFY21 4QFY20 YoY 3QFY21 QoQ 

Net Sales 14,632 10,555 39% 12,347 19% 

Other Income (OI) 59 22 170% 49 22% 

Total Income 14,692 10,577 39% 12,396 19% 

Expenditure: 
     

Cost of material 7,672 6,032 27% 6,763 13% 

Staff Cost 582 547 6% 669 -13% 

Other expenses 1,004 722 39% 837 20% 

Total Expenditure 10,086 7,935 27% 8,997 12% 

EBIDTA 4,606 2,643 74% 3,399 36% 

EBITDA (Excl. OI) 4,547 2,621 73% 3,350 36% 

Depreciation 565 362 56% 339 66% 

EBIT 4,041 2,281 77% 3,060 32% 

Interest 142 272 -48% 157 -10% 

Exceptional items - - 
 

- 
 

PBT 3,899 2,009 94% 2,903 34% 

Tax 998 286 250% 737 35% 

Tax Rate % 26% 14% 1139 bps 25% 20 bps 

PAT 2,901 1,723 68% 2,166 34% 

Add: Share of Associate - -  -  

Less: Exceptional items - -  -  

Adjusted PAT 2,901 1,723 68% 2,166 34% 

EPS (Rs.) 21.3 12.6 68% 15.9 34% 

EBITDA Margin (%) 31.1% 24.8% 624 bps 27.1% 394 bps 

PAT Margin (%) 19.8% 16.3% 350 bps 17.5% 229 bps 

Source: Company, Systematix Institutional Research  

Exhibit 2: Quarterly financial statement 

Particulars (Rs. mn) 
Earlier estimates Revised estimates Changes (%) 

FY22E FY23E FY22E FY23E FY22E FY23E 

Net sales 46,906 55,043 54,673 61,555 17% 12% 

EBITDA 13,397 15,685 15,869 17,951 18% 14% 

PAT 8,371 9,908 10,416 11,697 24% 18% 

EBITDA (%) 28.6% 28.5% 29.0% 29.2% 46bps 67bps 

PAT (%) 17.8% 18.0% 19.1% 19.0% 121bps 100bps 

Source: Company, Systematix Institutional Research  
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Profit & Loss Statement 

YE: Mar (Rs mn) FY19 FY20 FY21 FY22e FY23e 

Net revenues  26,999   42,297   43,598   54,673   61,555  

Revenue growth (%)  63.5   56.7   3.1   25.4   12.6  

 - Op. expenses  22,860   32,039   31,127   38,804   43,604  

EBITDA (Excl. OI)  4,139   10,258   12,470   15,869   17,951  

EBITDA margins (%)  15.3   24.3   28.6   29.0   29.2  

 - Interest expenses  832   1,149   742   331   204  

 - Depreciation  778   1,397   1,526   1,869   2,401  

 + Other income  151   352   215   256   292  

 +Share of JV  -     -     -     -     -    

 + Exceptional  -     -     -     -     -    

 - Tax  943   1,954   2,659   3,509   3,941  

Effective tax rate (%)  35   24   26   25   25  

Reported PAT  1,737   6,110   7,758   10,416   11,697  

+/- Extraordinary items  -     -     -     -     -    

+/- Minority interest  -     -     -     -     -    

Adjusted PAT  1,737   6,110   7,758   10,416   11,697  

 EPS (Rs/share)   13   45   57   76   86                             

Source: Company, Systematix Institutional Research 

Balance Sheet 

YE: Mar (Rs mn) FY19 FY20 FY21 FY22e FY23e 

Share capital   273   273   273   273   273  

Reserves & Surplus  10,443   15,447   23,194   31,853   41,485  

Networth  10,716   15,719   23,467   32,126   41,758  

Minority interest  -     -     -     -     -    

Total Debt   12,003   11,077   5,397   3,966   2,474  

Def. tax liab. (net)  775   796   1,078   1,347   1,215  

Capital employed   23,494   27,592   29,942   37,439   45,446  

Net Fixed assets   17,497   20,043   20,842   25,973   30,573  

Investments   24   24   1,893   1,893   1,893  

Net Working capital   5,715   7,212   6,873   8,960   10,111  

Cash and bank balance  258   314   334   612   2,870  

Capital deployed   23,494   27,592   29,942   37,439   45,446  

Net debt  11,746   10,763   5,063   3,354   -396  

WC (days)  65   55   59   61   61  

DE(x)  1.1   0.7   0.2   0.1   0.1                               

Source: Company, Systematix Institutional Research 

Cash Flow 

YE: Mar (Rs mn) FY19 FY20 FY21 FY22e FY23e 

 PAT  1,737   6,110   7,758   10,416   11,697  

 +  Non cash items   1,099   1,419   1,808   2,137   2,269  

Cash profit  2,835   7,529   9,566   12,553   13,966  

 - Incr/(Decr) in WC  2,224   1,497   -339   2,087   1,151  

 Operating cash flow  611   6,032   9,906   10,466   12,815  

 -  Capex  2,854   3,943   2,326   7,000   7,000  

 Free cash flow  -2,243   2,089   7,580   3,466   5,815  

 -  Dividend  273   613   750   1,757   2,065  

 + Equity raised  -     -     -     -     -    

 + Debt raised  1,967   -926   -5,680   -1,431   -1,492  

 -  Investments  -294   -0   1,869   -     -    

 -  Misc. items  -30   493   -739   -     -    

 Net cash flow  -225   57   20   278   2,257  

 +  Opening cash  482   258   315   335   613  

 Closing cash  258   315   335   613   2,870                              

Source: Company, Systematix Institutional Research 

Ratios 

YE: Mar  FY19 FY20 FY21 FY22e FY23e 

P/E (x)  141.6   40.2   31.7   23.6   21.0  

P/BV (x)  22.9   15.6   10.5   7.7   5.9  

EV/EBITDA (x)  62.3   25.0   20.1   15.7   13.7  

RoE (%)  17.4   46.2   39.6   37.5   31.7  

RoCE (%)  16.3   36.1   38.8   42.3   38.2  

Fixed Asset turnover (x)  2.1   2.1   2.0   2.0   1.8  

Dividend (%)  100   225   275   644   757  

Dividend yield (%)  0.1   0.2   0.3   0.7   0.8  

Dividend payout (%)  16   10   10   17   18  

Debtors days  78   53   63   65   65  

Creditor days  68   31   37   36   36  

Inventory days  56   34   32   32   32  

Revenue growth (%)  63   57   3   25   13  

EBITDA growth (%)  111   148   22   27   13  

PAT growth (%)  120   252   27   34   12             

Source: Company, Systematix Institutional Research 
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DISCLOSURES/APPENDIX 

I. ANALYST CERTIFICATION 

I, Ankit Gor, Kumar Saumya; hereby certify that (1) views expressed in this research report accurately reflect my/our personal views about any or all of the subject securities or issuers 
referred to in this research report, (2) no part of my/our compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research 
report by Systematix Shares and Stocks (India) Limited (SSSIL) or its group/associate companies, (3) reasonable care is taken to achieve and maintain independence and objectivity in 
making any recommendations.    

Disclosure of Interest Statement Update 

Analyst holding in the stock No 

Served as an officer, director or employee No 

 
I. ISSUER SPECIFIC REGULATORY DISCLOSURES, unless specifically mentioned in point no. 9 below: 

1. The research analyst(s), SSSIL, associates or relatives do not have any financial interest in the company(ies) covered in this report. 

2.  The research analyst(s), SSSIL, associates or relatives collectively do not hold more than 1% of the securities of the company(ies) covered in this report as of the end of the 
month immediately preceding the distribution of the research report. 

3. The research analyst(s), SSSIL, associates or relatives did not have any other material conflict of interest at the time of publication of this research report. 

4.  The research analyst, SSSIL and its associates have not received compensation for investment banking or merchant banking or brokerage services or any other products or 
services from the company(ies) covered in this report in the past twelve months. 

5.  The research analyst, SSSIL or its associates have not managed or co-managed a private or public offering of securities for the company(ies) covered in this report in the previous 
twelve months. 

6.  SSSIL or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party in connection with this research 
report. 

7.  The research analyst has not served as an officer, director or employee of the company(ies) covered in this research report. 

8. The research analyst and SSSIL have not been engaged in market making activity for the company(ies) covered in this research report. 

9.  Details of SSSIL, research analyst and its associates pertaining to the companies covered in this research report: 

Sr. 
No. 

Particulars 
Yes / 
No. 

1 Whether compensation was received from the company(ies) covered in the research report in the past 12 months for investment banking transaction by SSSIL. No 
2 Whether research analyst, SSSIL or its associates and relatives collectively hold more than 1% of the company(ies) covered in the research report. No 
3 Whether compensation has been received by SSSIL or its associates from the company(ies) covered in the research report.  No 

4 
Whether SSSIL or its affiliates have managed or co-managed a private or public offering of securities for the company(ies) covered in the research report in the 
previous twelve months. 

No 

5 
Whether research analyst, SSSIL or associates have received compensation for investment banking or merchant banking or brokerage services or any other 
products or services from the company(ies) covered in the research report in the last twelve months. 

No 

 
10. There is no material disciplinary action taken by any regulatory authority that impacts the equity research analysis activities. 

STOCK RATINGS 

BUY (B): The stock's total return is expected to exceed 20% over the next 12 months. 
ACCUMULATE (A): The stock's total return is expected to be within 10-20% over the next 12 months. 
HOLD (H): The stock's total return is expected to be within 0-10% over the next 12 months. 
SELL (S): The stock's total return is expected to give negative returns over the next 12 months. 
NOT RATED (NR): The analyst has no recommendation on the stock under review. 

INDUSTRY VIEWS 

ATTRACTIVE (AT): Fundamentals/valuations of the sector are expected to be attractive over the next 12-18 months. 
NEUTRAL (NL): Fundamentals/valuations of the sector are expected to neither improve nor deteriorate over the next 12-18 months. 
CAUTIOUS (CS): Fundamentals/valuations of the sector are expected to deteriorate over the next 12-18 months. 

II. DISCLAIMER 

The information and opinions contained herein have been compiled or arrived at based on the information obtained in good faith from sources believed to be reliable. Such information 
has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy completeness or correctness.  

This document is for information purposes only. This report is based on information that we consider reliable; we do not represent that it is accurate or complete and one should exercise 
due caution while acting on it.  Description of any company(ies) or its/their securities mentioned herein are not complete and this document is not and should not be construed as an 
offer or solicitation of an offer to buy or sell any securities or other financial instruments. Past performance is not a guide for future performance, future returns are not guaranteed and 
a loss of original capital may occur. All opinions, projections and estimates constitute the judgment of the author as on the date of the report and these, plus any other information 
contained in the report, are subject to change without notice. Prices and availability of financial instruments are also subject to change without notice. This report is intended for 
distribution to institutional investors. 

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity that is a citizen or resident or located in any 
locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject to SSSIL or 
its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently sent or has reached any individual in such country, especially USA, the same 
may be ignored and brought to the attention of the sender. Neither this document nor any copy of it may be taken or transmitted into the United States (to U.S. persons), Canada, or 
Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. Any unauthorized use, duplication, 
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redistribution or disclosure of this report including, but not limited to, redistribution by electronic mail, posting of the report on a website or page, and/or providing to a third party a link, 
is prohibited by law and will result in prosecution. The information contained in the report is intended solely for the recipient and may not be further distributed by the recipient to any 
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