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CMP Rs.84 Recommendation BUY Target Price Rs.121
Sector: Materials Q3 FY12 Result Update
Key Data Strong sales growth, however high tax liability spoils the party
Market Cap (Rs. cr) 103 Asahi Songwon Colors Ltd. (ASCL) reported strong Q3 FY12 sales growth of
Market Cap (US$ mn) 21 25.4% YoY and 8.7% QoQ backed by higher realisation in all three sales
OIS Shares, cr 1.2 segments. The net sales and other operating income for the quarter stood at
e Va5 10 Rs.60.3 cr (marginally higher than our estimate of Rs.59.4 cr) vs. Rs.48.1 cr
T YoY and Rs.55.5 cr QoQ. The company reported EBITDA of Rs.11.1 cr (our
2 wk AVQ Vol, NSE+BSE 23.39K estimate of Rs.10.9 cr) vs. Rs.7.5 cr YoY and Rs.10.5 cr QoQ. However the
52 wk High 129.7 net profit for the quarter stood at Rs.5.2 cr lower than our estimate of
52 wk Low 61.0 Rs.5.7 cr due to higher tax liability. The net profit is up by 3.6% YoY buy
Rs/US$ 50.24 down by 6.4% QoQ. The net profit margin in the quarter stood at 8.7% vs.
Bloomberg ASAH IN 10.5% YoY and 10.1% QoQ. The EPS for the quarter stood at Rs.4.26 (our
BEliEs ASSC.BO estimate Rs.4.63).
NSE ASAHISONG Higher realisation due to change in sales mix, boost’s sales growth
BSE 532853 ASCL has shifted its sales mix towards high end products that resulted in
Dividend Yield 3.6% higher realization. The company has taken price hikes (Exhibit 3) in all its

three sales products CPC Blue Crude, Beta Blue pigment and pigment Green
which has lead to the strong sale growth of 25.4% YoY and higher operating

margin. The EBITDA margin for the quarter stood at 18.4% vs.15.7% YoY

Q3 FY11 Q3 FY12 and 19.0% QoQ. There is a strong demand for pigment Green where the

Promoters 61.5 61.5 company was able to fetch higher realization of Rs.498,469 per metric tonne

DIl 02 00 (MT) up by 54% YoY and 30.6% QoQ. The realisation for CPC Blue Crude

: : was up by 22.6% YoY and 6.9% QoQ. The sales volume for Beta Blue

Fll 0.0 0.0 pigment was marginally down, however the realisation was up by 21.4% YoY
Public 38.3 38.5 and 7.4% QoQ.

Capex well on schedule
The high margin pigment Green capacity is now working at 100% capacity

130 - ——ASCL Sensex utilisation rate and to fuel the growth ahead, company has various capex
120 - plans. The planned capital expenditure is well on track and the company
110 - expects to commence additional 2000TPA of CPC Blue Crude and 1000TPA
100 - of Beta Blue production by Q1 FY13 and 1000TPA of Alpha Blue and pigment
90 - Green each by Q4 FY13. These new capacities will help the company to fuel
80 - its growth ahead and maintain its operating efficiency as these products are
70 all high end products which will fetch higher realisation for the company.
28 . No impact of 10% safeguard duty on import of Phthalic Anhydride th
N N N N N N o Phthalic Anhydride is a key raw material for the company and on 19~ Jan
& & AR AN AN 2012 government of India has imposed a 10% safeguard duty on imports of
R SR A Phthalic Anhydride as the government says that increased imports of Phthalic
Anhydride into India had caused and threatened to cause further serious
injury to the domestic producers of Phthalic Anhydride. However, ASCL has
) . ) an EOU status and will not be impacted by the safeguard duty.
Siddharth Rajpurohit (Analyst) _
siddharth.rajpurohit@sihl.in Valuation & Outlook
In the quarter the company had a strong realisation growth in all its key sales
Ameya Hardas (Research Head) products backed by strong global demand. With the shift towards sales of
amevya.hardas@sihl.in high margin products the company was able to maintain its higher operating

margins. The management has guided that the company will see stable
growth in quarters ahead backed by higher sales volume and stable
realisations.

At CMP ASCL is trading at P/E multiple of 4.45x its FY12E EPS of Rs.18.9
and 3.46x its FY13E EPS of Rs.24.3. We value the stock at 4.97x its FY13E
EPS of Rs.24.3 and maintain our target price of Rs.121. We reiterate BUY on
ASCL with an investment horizon of 12 months and an upside potential of
44%.

1|Page


mailto:siddharth.rajpurohit@sihl.in�
mailto:ameya.hardas@sihl.in�

ISO 9001 : 2008 Certified

shial investor's J home [il”  Asani Songwon Cotors Lta

SERVICES THAT SECURE SMILES

Quarterly Performance

Exhibit 1: Standalone quarterly income statement

Particulars, Rs. cr Q3FY1l Q4FY11 Q1FY12 Q2FY12 Q3FY12
Net Sales & Othr. Op. Inc. 48.1 47.5 55.6 55.5 60.3 25.4% 8.7%
Total Expenditure 40.6 38.4 44.5 44.9 49.2 21.4% 9.6%
Cost of Raw Materials 27.9 23.4 31.7 30.4 33.2 18.9% 9.2%
Op. & Manuf. Exp 6.5 6.9 6.3 6.4 76 17.1% 18.7%
Power & Fuel Cost 5.1 55 51 6.7 6.5 278% -3.2%
Employee Cost 1.1 2.5 1.4 1.4 20 79.7% 38.9%
EBITDA 7.5 9.1 111 10.5 111 47.0% 5.0%
Depreciation 1.1 1.1 1.3 1.3 1.3 19.0% 0.2%
EBIT 6.4 8.0 9.8 9.2 9.7 51.9% 5.7%
Other Income 0.0 0.0 0.0 0.0 0.0 - -
Interest 0.8 0.8 1.3 1.3 1.4 80.9% 11.4%
PBT 5.6 7.2 8.5 8.0 83 48.0% 4.8%
Tax 0.6 0.7 2.4 2.4 3.1 428% 31.5%
PAT 5.1 6.5 6.2 5.6 5.2 3.6% -6.4%
EPS, Rs. 412 5.31 5.02 4.56 4.26 3.6% -6.4%

Source: Company, SIHL Research

Exhibit 2: Margin trend
Particulars, Q3FY1l Q4FY1l1 Q1FY12 Q2FY12 Q3FY12 YoY QoQ

EBITDA 15.7% 19.2% 20.0% 19.0% 18.4% 27% -0.6%
EBIT 13.3% 16.9% 17.7% 16.6% 16.1% 2.8% -0.5%
PBT 11.7% 15.2% 15.3% 14.4% 13.8% 2.1% -0.5%
Tax 10.5% 9.6% 27.6% 29.8% 37.3% 26.9% 7.6%
PAT 10.5% 13.7% 11.1% 10.1% 8.7% -1.8% -1.4%

Source: Company, SIHL Research

Exhibit 3: Sales volume & realization
Particulars Q3FY1l OQ4FY11l Q1FY12 Q2FY12 Q3FY12 YoY QoQ

CPC Green Sales (MT) 351.7 325.6 321.5 402.2 3952 124% -1.7%
Sales (Rs. cr) 11.4 10.9 10.9 15.4 19.7 73.1% 28.3%
Realizations (Rs/MT) 323,544 333,845 340,248 381,660 498,469 54.1% 30.6%

CPC Blue Crude Sales (MT) 1,180.7 958.2 1,337.1 1,079.5 1,090.2 -7.7% 1.0%

Sales (Rs. cr) 255 23.1 32.9 26.8 289 13.2% 7.9%
Realizations (Rs/MT) 216,237 240,973 246,279 247,992 265,000 22.6% 6.9%
Beta Blue Sales (MT) 332.4 387.7 301.8 327.2 3235 -27% -1.1%
Sales (Rs. cr) 10.0 12.1 10.1 11.1 11.8 182% 6.2%
Realizations (Rs/MT) 301,172 312,395 335973 340,496 365,688 21.4% 7.4%

Source: Company, SIHL Research
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Peer Comparison
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Exhibit 4: Peer comparison (arranged alphabetically)

Company* CMP, MCap, P/E, EV/EBITDA, MCap/Sales, EBITDA ROE RoCE
Rs. Rs. cr X X X Mgn

Asahi Songwon 84 103 5.1 5.0 0.6 16.4%  20.6% 17.6%
Bodal Chem. 15 158 9.0 9.3 0.3 8.3% 22.1% 9.1%
Clariant Chem. 616 1,641 14.6 9.1 1.7 16.0% 30.7% 37.9%
Meghmani Org. 9 224 5.9 6.9 0.2 12.5% 7.7% 4.9%
Sudarshan Chem. 570 395 8.2 7.0 0.5 11.6% 21.7% 16.2%
Source: Company, SIHL Research
* Based on FY11 financials
Valuation & Outlook
Exhibit 5: P/E Band (one year forward)
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In the quarter the company had a strong realisation growth in all its key sales products backed by strong global
demand. With the shift towards sales of high margin products the company was able to maintain its higher
operating margins. The management has guided that the company will see stable growth in quarters ahead
backed by higher sales volume and stable realisations. We have slightly revised our FY12E EBITDA to Rs.44.5 cr
from Rs.44.3 cr and PAT to Rs.23.2 cr from Rs.23.7 cr earlier. There is no revision in our FY13E financials.

At CMP ASCL is trading at P/E multiple of 4.45x its FY12E EPS of Rs.18.9 and 3.46x its FY13E EPS of Rs.24.3.
We value the stock at 4.97x its FY13E EPS of Rs.24.3 and maintain our target price of Rs.121. We reiterate BUY
on ASCL with an investment horizon of 12 months and an upside potential of 44%.

Key Concerns

e Concentration of customer base.

e The main raw materials for the company are Phthalic Anhydride a crude derivative and Cuprous Chloride
a metal derivative, and the prices of these materials largely fluctuate along with the global crude & copper
prices.

e The company derives its 80% revenue through exports to various regions, hence face currency risk.
However, the company follows a plain vanilla hedging strategy and hedges close to 80% of its forex
exposure.
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Financials

Exhibit 6: Standalone annual income statement

Particulars, Rs. cr FY10 FY11 FY12E FY13E
Net Sales & Othr. Op. Inc. 128.3 184.2 235.3 294.2
Total Expenditure 108.5 154.1 190.8 238.0
Cost of Raw Materials 76.4 106.5 131.2 163.6
Op & Manuf. Exp 15.6 23.3 27.6 32.9
Power & Fuel Cost 13.2 18.7 25.2 31.8
Employee Cost 3.4 5.6 6.8 9.7
EBITDA 19.7 30.1 44.5 56.2
Depreciation 4.3 4.5 5.3 6.5
EBIT 15.4 25.7 39.2 49.7
Other Income - - - -
Interest 3.9 3.2 53 6.2
PBT 11.5 225 33.9 43.4
Tax 2.0 2.4 10.7 13.7
PAT 9.5 20.0 23.2 29.8
EPS, Rs. 7.8 16.3 18.9 24.3

Source: Company, SIHL Research

Exhibit 7: Standalone balance sheet statement

Particulars, Rs. cr FY10 FY11 FY12E FY13E
SOURCES OF FUNDS:

Share Capital 12.3 12.3 12.3 12.3
Total Reserves 69.4 85.2 103.3 126.6
Shareholder's Funds 81.7 97.4 115.6 138.9
Secured Loans 37.8 48.5 59.0 67.0
Unsecured Loans - - - -
Total Debts 37.8 48.5 59.0 67.0
Total Liabilities 119.5 145.9 174.6 205.9
APPLICATION OF FUNDS :

Net Block 64.7 75.4 92.1 105.6
Investments 0.2 0.6 0.6 0.6
Net Current Assets 53.9 68.9 87.9 105.7
Miscellaneous Expenses not written off 3.0 2.4 2.4 2.4
Deferred Tax Assets / Liabilities (5.9) (8.4) (8.4) (8.4)
Total Assets 1195 145.9 174.6 205.9

Source: Company, SIHL Research
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Exhibit 8;: Standalone cash flow statement
Particulars, Rs. cr FY10 FYi1i FY12E FY13E
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Net Income +Depreciation 16.8 27.9 28.5 36.3
Non-Cash Adjustments (1.3) (3.1) - -
Change in Working Capital (10.3) (11.8) (19.4) (17.6)
Cash Flow from Operation 5.2 13.0 9.0 18.7
Capital Expenditure 4.7 18.5 15.0 20.0
Change in Investment (Dec)/Inc (0.0) 0.4 - -
Other Items 0.2 1.9 - -
Cash Flow used in Investing 4.8 20.8 15.0 20.0
Issue of Equity - - - -
Issue/(Repay Debt) 3.0 10.7 10.5 8.0
Dividend Paid 2.4 2.9 5.0 6.5
Other Financing Cash Flows - (0.4) - -
Cash Flow from Financing 0.5 7.5 55 15
Net Cash 0.9 (0.3) (0.5) 0.2

Source: Company, SIHL Research

Exhibit 9: DuPont analysis

Particulars FY10 FY1l1 FY12E FY13E
Profit Margin 7.4% 10.9% 9.8% 10.1%
Asset Turnover, x 2.0 2.4 2.6 2.8
Equity Multiplier, x 0.8 0.8 0.8 0.8
ROE 11.7% 20.6% 20.0% 21.4%

Source: Company, SIHL Research

Exhibit 10: Key ratio
Particulars FY10 FY11 FY12E FY13E

ROCE 12.9% 17.6% 22.5% 24.1%
ROE 11.7% 20.6% 20.0% 21.4%
D/E, x 0.5 0.5 0.5 0.5
P/E, x 10.8 5.1 4.4 3.5
P/B, x 13 11 0.9 0.7
EV/EBITDA, x 7.0 5.0 3.6 3.0
MCap/Sales, x 0.8 0.6 0.4 0.3
Net Profit Margin 7.4% 10.9% 9.8% 10.1%
EBITDA Margin 15.4% 16.4% 18.9% 19.1%
Sales Growth 4.8% 43.6% 27.8% 25.0%
EPS Growth 288.3% 110.3% 15.6% 28.5%

Source: Company, SIHL Research
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Contact Details

105/B, 1°' Floor, Sahayog Tower,
Above Central Bank of India,

SV Road, Kandivali (W)

Mumbai 400 067

www.Sihl.in

Contact: research@sihl.in, +91-2801 6715/16
You can also access our reports on Bloomberg (ERH SIH<GO>)

Disclaimer:

The Information provided by SMS or in newsletter or in any document has been prepared by Shah Investor's Home
Ltd (SIHL). The Information provided by SMS or in newsletter does not constitute an offer or solicitation for the purchase or
sale of any financial instrument or as an official confirmation of any transaction. The information contained herein is from
publicly available data or other sources believed to be reliable, but we do not represent that it is accurate or complete and it
should not be relied on as such. SIHL or any of its affiliates/ group companies shall not be in any way responsible for any loss
or damage that may arise to any person from any inadvertent error in the information contained in this report or SMS. This
Information provided by SMS, reports or in newsletter is provided 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.
Each recipient of this Information provided by SMS, report or in newsletter should make such investigation as it deems
necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this information
provided by SMS, report or in newsletter (including the merits and risks involved), and should consult his own advisors to
determine the merits and risks of such investment. The investment discussed or views expressed may not be suitable for all
investors. This information is strictly confidential and is being furnished to you solely for your information.

The information should not be reproduced or redistributed or passed on directly or indirectly in any form to any other
person or published, copied, in whole or in part, for any purpose. The information provided by report or SMS is not directed or
intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or
which would subject SIHL and affiliates/ group companies to any registration or licensing requirements within such jurisdiction.
The distribution of this Information provided by SMS or in newsletter in certain jurisdictions may be restricted by law, and
persons in whose possession this Information provided by SMS or in newsletter comes, should inform themselves about and
observe, any such restrictions. The information given or Information provided by SMS, report or in newsletter is as of the date
of the issue date of report or the date on which SMS provided and there can be no assurance that future results or events will
be consistent with this information. This information is subject to change without any prior notice. SIHL reserves the right to
make modifications and alterations to this statement as may be required from time to time. However, SIHL is under no
obligation to update or keep the information current.

Nevertheless, SIHL is committed to providing independent and transparent recommendation to its client and would
be happy to provide any information in response to specific client queries. Neither SIHL nor any of its affiliates, group
companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information. Past
performance is not necessarily a guide to future performance. The disclosures of interest statements incorporated in the
Information provided by SMS, report or in newsletter are provided solely to enhance the transparency and should not be
treated as endorsement of the views expressed in the report. The analyst for this report certifies that all of the views
expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their
securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations
or views expressed in this report.

6|Page


http://www.sihl.in/�
mailto:research@sihl.in�

