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CMP: INR 388
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Target Price: INR 426

Stock Info

BSE 506685
NSE ULTRAMARINE
Bloomberg UMP IN
Reuters ULTR.BO
Sector Specialty Chemicals
Face Value (INR) 2
Ili/clx:)lty Capital (INR 58
Mkt Cap (INR Mn) 11,541
52w H/L (INR) 518 /217
Avg. Yearly Volume (in 63
000’)

Shareholding Pattern %

(As on September, 2021)

Promoters 44.56
Fll 0.64
DIl 0.14
Public & Others 54.66

Stock Performance (%) 3m 6m 12m
Ultramarine 6% -3% 77%

Nifty 50 11% 23% 43%
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Ultramarine & Pigments Limited is an India-based company, which is engaged in
offering surfactants, pigments and information technology-enabled services (ITES).
The Company operates through three segments: Laundry and allied products, IT
enabled services & BPO activities, and Wind Turbine Generator. The Company's
operations relate to manufacture of laundry and allied products and its
intermediaries, and providing ITES and business process outsourcing (BPO) activities.
The Company is also engaged in generation of power from wind turbine. The
Company caters to the needs of the domestic market. The Company's products
include pigments, detergents and sulfonation. The Company's manufacturing plants
are located at Ambattur, Ranipet and T V K Industrial Estate in Tamil Nadu.

Q2FY22 Result Highlights:

* Revenues exceeded expectations and came in at INR 1,181 Mn against estimates
of INR 913 Mn. It increased by 33.7% QoQ/up 54.0% YoY.

* However, Gross Profit margin declined 1,121 bps QoQ/ down 1,487 bps YoY due to
raw material cost pressure.

* EBITDA declined 5.6% QoQ/down 11.3% YoY and stood at INR 195 Mn and missed
expectation of INR 204 Mn.

* EBITDA margin contracted by 688 bps QoQ/ down 1,218 bps YoY to 16.5%, mainly
driven by compression in gross profit margin.

* Other income increased by 265% QoQ/up 61% YoY to INR 54 Mn.
* Effective tax rate declined by 495 bps QoQ/ 474 bps YoY to 20.8%.

* PAT exceeded expectations driven by increase in Other Income and lower
effective tax rate. It stood at INR 168 Mn against estimates of INR 140 Mn and
increased by 21.1% QoQ/ down 2.7% YoY.

*  PAT margin declined by 148 bps QoQ/ down 827 bps YoY to 14.2%.

Outlook & Valuations: At CMP of INR 388, Ultramarine & Pigments is trading at PE of
17x to its FY23E EPS of INR 23.0. With the economy picking up pace, we are seeing
demand pick up of the company’s products, primarily in surfactants and pigments
segment. Ultramarine Pigments Ltd is one of the largest Pigment and Surfactant
manufacturing company of Indian origin. The chemical industry remains attractive
and is likely to get big benefits under Production-Linked Incentive (PLI) scheme from
the government.

We value the stock at a P/E multiple of 18.5x its FY23E EPS of INR 23.0 and maintain
HOLD rating on the stock with a target price of INR 426 per share.

Financial Highlights

INR in Mn FY19 FY20 FY21 FY22E FY23E
Revenue 3,069 3,062 3,082 3,399 3,699
EBITDA 702 758 752 836 906
EBITDA margin(%) 22.9% 24.8% 24.4% 24.6% 24.5%
PAT 565 620 558 620 673
PATM (%) 18.4% 20.3% 18.1% 18.3% 18.2%
EPS (in INR) 19.3 21.2 19.1 21.2 23.0
PE (x) 20.4 18.6 20.7 18.6 17.2

Source: Company, Arihant Research
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Ultramarine & Pigments Ltd.

Quarterly Result

INR Mn (Consolidated) Q2FY22 Q1FY22 Q2FY21 Q-0-Q Y-o0-Y|
Net Revenue 1,181 884 767 33.7% 54.0%
Material Cost 697 422 339 65.0% 105.8%
Employee cost 126 110 100 15.1% 26.7%|
Other Expenses 162 145 109 12.3% 49.7%|
EBITDA 195 207 220 -5.6% -11.3%
EBITDA margin % 16.5% 23.4% 28.7% -688bps -1218bps|
Other Income 54 15 34 265.5% 61.0%
Depreciation 30 28 21 5.7% 44.9%
EBIT 220 194 233 13.5% -5.8%
Finance cost 8 7 2 13.0% 358.8%

Exceptional Item - - i

PBT 212 187 232 13.5% -8.5%
Tax Expense 44 48 59 -8.3% -25.5%
Effective tax rate % -20.8% -25.8% -25.6% 495bps 474bps
PAT 168 139 172 21.1% -2.7%
PAT margin % 14.2% 15.7% 22.5% -148bps -827bps
EPS (INR) 5.8 4.8 5.9 21.1% -2.7%

Source: Company, Arihant Research
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-Jltramarine & Pigments Ltd.

Key Financials

Income Statement Balance Sheet
Y/E March (INR Mn) FY19 EY20 FY21 FY22E FY23e Y/EMarch (INR Mn) FY19 FY20 FY21 FY22E FY23E
Revenues 3,069 3,062 3,082 3399 3609 _ourcesoffunds
’ ’ ’ ’ ’ Share Capital 58 58 58 58 58
Change (%) 10.6% -0.2% 0.6% 10.3% 8.9% Reserves & Surplus 3,790 2,966 4,552 5,027 5,553
Net Worth 3,849 3,025 4,611 5,085 5,612
Cost of Goods Sold 1,408 1,331 1,447 1,546 1,624
Employee costs 438 482 421 480 547 Borrowings - 203 348 348 348
Other expenses 520 491 462 536 622 | ease liabilities - 62 11 11 11
Total operating Expense 2,366 2,304 2,330 2,562 2,793 'rovisions 1120 11 10
Deferred Tax Liabilities (net) 110 72 82 97 90
EBITDA 702 758 752 836 906
Total Non-Current Liabilities 124 350 456 469 462
Other Income 102 115 96 97 98 Total Current Liabilities 335 440 546 613 644
Depreciation 58 86 88 90 o1 Total Liabilities 4,308 3,814 5,613 6,168 6,718
Total Non-Current Assets 2,831 2,170 3,443 3,714 3,915
Interest 1 11 11 10 10 Inventories 272 338 369 395 415
Investments 470 289 151 167 182
B} L2 L Lo &8 g0s Trade Receivables 330 392 438 483 526
Extra-ordinary 59 0 0 0 0 Cash and cash equivalents 272 197 688 977 1,241
Loans 72 343 307 307 307
PBT after ext-ord. 804 776 749 833 903 Others 13 36 33 33 33
Tax 2239 -156 2192 212 230 Current Tax Assets (Net) 5 0 0 0 0
Other current assets 36 42 78 86 93
Rate (%) -29.7% -20.1% -25.6% -25.5% -25.5%
PAT 565 620 558 620 673 Assets held for sale - - 92.20 - -
Total Current Assets 1,477 1,645 2,170 2,454 2,803
Change (%) 29.4% 9.8% -10.1% 11.3% 8.4% Total Assets 4,308 3,814 5,613 6,168 6,718
Cash Flow Statement Key Ratios
Y/E March (INR Mn) FY19 FY20 FY21 FY22E FY23E Y/E March (INR Mn) FY19 FY20 FY21 FY22E FY23E
PBT 804 776 749 833 903 Per share (Rs)
EPS 19.3 21.2 19.1 21.2 23.0
Net Cash From Operating CEPS 10.3 16.3 194 38.4 40.5
Activities 302 475 566 1,121 1,183 Byps 33.0 25.9 39.5 43.5 48.0
Valuation (x)
Net Cash (used in)/from P/E 204 186 207 186  17.2
P/BV 12.0 15.3 10.0 9.1 8.2
Net Cash (used in)/from EV/EBITDA 160 152 149 130 117
Financing Activities -151 -163 130 -354 -466 Return Ratios (%)
Net (decrease)/increase In Cash Gross Margin. 54.1% 56.5% 53.1% 54.5% 56.1%
& Equivalents 129 75 201 289 264 EBIDTA M.argln 22.9% 24.8% 24.4% 24.6% 24.5%
PAT Margin 18.4% 20.3% 18.1% 18.3% 18.2%
Opening balance of cash 143 272 197 688 977 ROE 14.7% 20.5% 12.1% 12.2% 12.0%
ROCE 16.7% 20.8% 13.4% 13.7% 13.7%
Closing balance of cash 272 197 688 977 1,241 e Rl ol )
Total D/E 0.0 0.1 0.1 0.1 0.1
Turnover Ratios
Asset Turnover (x) 0.7 0.8 0.5 0.6 0.6
Inventory Days 70 93 93 93 93
Receivable Days 39 47 52 52 52
Payable days 26 35 43 41 40

Source: Company, Arihant Research
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-Jltramarine & Pigments Ltd.
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Stock Rating Scale Absolute Return
BUY >20%
ACCUMULATE 12% to 20%

HOLD 5% to 12%
NEUTRAL -5% to 5%
REDUCE -5% to -12%

SELL <-12%
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Disclaimer: This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or
solicitation for the purchase and sale of any financial instrument by Arihant. This document has been prepared and issued on the
basis of publicly available information, internally developed data and other sources believed to be reliable. Whilst meticulous care
has been taken to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any
employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness guaranteed. This
document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment
decision. The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the
subject of this document or in related investments and may have acted upon or used the information contained in this document
or the research or the analysis on which it is based, before its publication. This is just a suggestion and Arihant will not be
responsible for any profit or loss arising out of the decision taken by the reader of this document. Affiliates of Arihant may have
issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. No
matter contained in this document may be reproduced or copied without the consent of the firm.
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