MIDCAP IDEA In didbU//S
VENTURES

Gujarat Narmada Valley Fertilizers & Chemicals

Rating: BUY
Ticker: GNFC - GNFC
CMP: Rs.392
Target: Rs.516 3QFY18 Result Update
Upside: 32% The Company reported stupendous set of 3QFY18 numbers on all
Key Stock Data counts both on a yearly as well as on a quarterly basis. The
Sector Fertlizers topline of the company grew by 30% Y-o-Y and 6% Q-0-Q to Rs.
No. of shares 15.5 Crs 1,591 Crs in 3QFY18 as against Rs.1,221 Crs in 3QFY17. EBITDA
FV (Rs) 10 for the quarter grew by 111% Y-o-Y and 34% Q-o0-Q to Rs. 428 Crs
MCAP (Rs) 6095 Crs in 3QFY18 as against Rs.203 Crs in 3QFY17 and Rs. 319 Crs in
MCAP ($) 94 Crs 2QFY18. PAT for the quarter grew by 241% Y-o0-Y and 37% Q-0-Q
to Rs. 228 Crs in 3QFY18 against Rs.67 Crs in 3QFY17 and Rs.
166Crs in 2QFY18. EBITDA Margin increased by 1028 bps Y-o-Y
Key Financials (Rs. in Crs) and 572 bps Q-0-Q to 26.92% in 3QFY18 as against 16.64% in
Y/E March FY17A | FY18E | FY19E 3QFY17 and 21.20% in 2QFY18. PAT Margin increased by 885 bps
Revenue 4945 5654 6672 Y-o0-Y and 330 bps Q-0-Q to 14.32% in 3QFY18 as against 5.47% in
EBITDA 652 1252 1535 3QFY17 and 11.02% in 2QFY18.
PAT >21 627 801 Debt Free Company from March 2018.
EPS /sh. 3354 4046 | 5165 GNFC has turned debt free from March 2018. The company
BV /sh. 249 282 323 successfully paved off the debt of Rs. 400 Crs in its last quarter of
P/BV (x) 1.57 138 | 121 FY18 and aims to enjoy the debt free status for most of the
PE (x) 11.63 9.64 7.55 years.
ROE (%) 22% 29% 26%
Outlook & Valuations
Shareholding Pattern GNFC Ltd is a diversified company with business in chemical and
Promoters 41.21% fertilizer segment. The company is continuously focusing on
lis 0 68% increasing its capacity additions in chemical segment and
ol . improving capacity utilization of its Dahej Plant. Given the
management’s focus on maintaining its growth and its higher
Others 44.68% margins, we feel the stock is a BUY at CMP. The company is
currently trading at mere 7.55x FY19 PE. We would like to allot a
GNEC PE multiple of 10x on an FY19 E EPS of Rs.51.65 to arrive at a
500 Target Price of Rs. 516 per share.
A
| — e Quarterly Financial Highlight Table (Rs. In Crs)
L Particulars = 3QFY18  2QFY18 3QFY17 Q/Q Y/Y FY2017
@f“&g"@;‘f;'\i:"”ii’zif’i:“ﬁ@;ﬁ;*f:"‘ﬁ Revenue 1591 1507 1221 6% 30% 4945
EBITDA 428 319 203 34% 111% 652
PAT 228 166 67 37% 241% 521
Research Analyst EPS 14.66 10.69 4.29 37% 242% 33.54

Foram Parekh

Lo EBITDA M 26.92% = 21.20% 16.64% 572 bps 1028 bps 13.19%
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PAT M 14.32% = 11.02% 5.47% 330 bps 885 bps 10.54%
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5400 | - 3% 1. Chemical segment continue to shine
5200 - 2% 515 I iozf
_135,: The Chemical Segment has performed extremely well for

[ % 3QFY18 and continues to do well from FY2016-17 despite

i ;;;% competitive scenario of Chemical business in the country and
:?:; International Market. The chemical segment reported a
I 12: turnover of Rs. 1085 Crs in 3QFY18 as compared to Rs. 667 Crs
- 0% in 3QFY17 and Rs. 963 Crs in 2QFY18. The segment profit also
jumped to Rs. 390 Crs in 3QFY18 from Rs. 124 Crs in 3QFY17
and Rs. 287 Crs in 2QFY18. The outstanding performance of
Chemical Segment was mainly attributed to smart marketing

strategy and dynamic pricing of Company’s products.
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. 2. Operating Margins growth aided by Chemical
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igg [ ;;’:’“ GNFC’s EBITDA jumped by whopping 111% Y-o-Y to Rs. 428 Crs
300 - L 6% in 3QFY18 as compared to Rs. 203 Crs in 3QFY17. The jump in
200 1 [ EBITDA is chiefly due to its chemical segment which now
mﬂﬁ , , , i S: contributes to 68% of the total revenue in 3QFY18 as against
2013 o 2015 2016 o7 55% in 3QFY17 and 63% in 2QFY18. Its fertilizer segment
WSEBTDA =#=EBTDAN contributes 29% of the total revenue in 3QFY18 from 35% of

the total revenue in 3QFY17. The chemical’s PBT Margin
reported at 36% in 3QFY18 from 18% in 3QFY17 and 30% in

2QFY18.
600 1 20 15%

0 o 3. Attractive Valuations

200 1 GNFC is trading at very attractive valuations as compared to its

peers. The PE of the company stands at mere 7X FY19E. It is
one of the most cheaply valued companies in the industry with
industry PE trading at 22x on an average for FY19E. The
primary reason for such a cheap valuations is due to higher
growth rate. The management is very confident of achieving a
400 - gy " CAGR growth of 20% on its bottom-line and sustaining its
margins at current rate despite the higher base.
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GNFC draws on the resources of the
natural wealth of the land as well as
the industrially rich reserves of the
area.

GNFC  successfully  commissioned
different projects — in fields as diverse
as chemicals, fertilizers and electronics.

Company Background

Gujarat Narmada Valley Fertilizers & Chemicals Ltd (GNFC),
is a joint sector enterprise promoted by the Government of
Gujarat and the Gujarat State Fertilizers & Chemicals
Ltd.(GSFC). It was set up in Bharuch, Gujarat
in 1976. Located at Bharuch in an extremely prosperous
industrial belt, GNFC draws on the resources of the natural
wealth of the land as well as the industrially rich reserves of
the area. GNFC started its manufacturing and marketing
operations by setting up in 1982, one of the world's largest
single-stream ammonia-urea fertilizer complexes. Over the
next few years, GNFC successfully commissioned different
projects - in fields as diverse as chemicals, fertilizers and
electronics.

Risk & Concerns

1. Agriculture business is highly dependent on Monsoon.

h ) ) W f ) 2. The company’s fertiser business is highly dependent on
T e' compény .'S contlnl'Jousy 'c.>cu5|r?g Government’s policies and reforms. Slow reforms taken
on |n'creasmg Its capacity ad'dltlons' n by the government will have an adverse effect on the
chemical = segment and improving company’s fertilizer business.
capacity utilization of its Dahej Plant. 3. Any increase in Raw Material business will be a risk to the

company.
Outlook & Valuations

The company is currently trading at
mere 7.55x FY19 PE. We would like to
allot a PE multiple of 10x on an FY19 E
EPS of Rs.51.65 to arrive at a Target
Price of Rs. 516 per share.

GNFC Ltd is a diversified company with business in chemical
and fertilizer segment. The company is continuously
focusing on increasing its capacity additions in chemical
segment and improving capacity utilization of its Dahej
Plant. The Dahej plant’s capacity utilization has increased to
87% from 85% and the volume is also up by 10% Y-o-Y.
Given the management’s focus on maintaining its growth
and its higher margins, we feel the stock is a BUY at CMP.
The company is currently trading at mere 7.55x FY19 PE. We
would like to allot a PE multiple of 10x on an FY19 E EPS of
Rs.51.65 to arrive at a Target Price of Rs. 516 per share.
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Analyst Stock Rating
Ratings Expected absolute returns over 12 months
BUY >15%

HOLD 10- 15%
REDUCE <10%

Research Analyst:
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securities/financial instruments. Nothing in this document constitutes investment, legal, accounting and/or tax advice or a representation that any investment or
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