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Bhansali Engineering (BEPL) reported strong results in a seasonally weak quarter. 

Volumes were also impacted as supply of raw material from the USA was delayed 

due to the prevalent weather conditions there.  

 

However revenues have more than doubled YoY and 4.0% QoQ at Rs 2,579m on 

back of higher realisations. EBITDA nearly quadrupled YoY and grew 14.5% QoQ to 

Rs 433m. Margins at all time high of 16.8% expanded ~939bps YoY and ~154bps QoQ 

driven by gross margin expansion, better fixed cost absorption as well as richer 

product mix. Higher sale of value added products has lead to EBITDA per kg improve 

from Rs 22 in Q2FY18 to Rs 27 in Q3. PAT recorded growth of 855.8% YoY to Rs 291m 

due to higher other income, lower interest cost and lower tax rate. EPS for the 

quarter stood at Rs 1.8. During the first 9 months of FY18, revenues grew by 68.5% 

to Rs 7,299 mn, EBITDAM expanded by ~571bps to 15.2%, EBITDA stood at Rs 

1,107m, up 170.3% and profits at Rs 710mn higher by 256.9% translating in to an EPS 

of Rs 4.3 (vs Rs1.2 in 9MFY17). 

 

Going forward, over the next 3 years (FY17-20E) we expect the company to grow 

revenues at 44.4% CAGR, EBITDA by 71.2% due to richer product mix as well as 

better fixed cost absorption and profits by 79.6% due to low depreciation and 

interest cost (zero debt company). BEPL is in the midst of expanding capacities 

aggressively and they have ramp ups lined consistently over the next 12 months. As 

we roll over our earnings to FY20E, it would be futile not to make note of the 

structural tailwinds BEPL is privy to, given the demand dynamics of the industry in 

which it is now as the leading player. Keeping this in perspective, we would consider 

FY 20 earnings of Rs 2 bn in deriving valuations of 14x (or whatever) and advice an 

accumulate at these levels with a medium term price target of Rs 266 implying an 

earnings multiple of 22x on FY20E earnings. 

 

 
Key financials (Y/e March)   2017 2018E 2019E 2020E 

Revenues (Rs m)    6,261      9,893   14,200        18,852  

     Growth (%)     17.9       58.0       43.5            32.8  

EBITDA (Rs m)       625      1,540      2,329          3,137  

PAT (Rs m)       346         981      1,488          2,003  

EPS (Rs)        2.1          5.9          9.0            12.1  

     Growth (%)   107.3     183.6       51.6            34.7  

CEPS (Rs)        2.1          6.3          9.5            12.6  

Net DPS (Rs)        0.2          0.2          0.2               0.2  

Profitability & Valuation   2017 2018E 2019E 2020E 

EBITDA margin (%)     10.0       15.6       16.4            16.6  

RoE (%)     23.9       47.0       45.3            40.1  

RoCE (%) 27.4 48.3 45.8 40.4 

EV / sales (x)        5.5          3.3          2.2               1.6  

EV / EBITDA (x)      55.2        21.2        13.7               9.7  

PE (x)    100.3        35.4        23.3            17.3  

P / BV (x)      21.5        13.5          8.6               5.8  

Net dividend yield (%)        0.1          0.1          0.1              0.1  

Source: Company Data, PL Research 

mailto:shaileeparekh@plindia.com


 

  

 

 January 16, 2018 2 

Bhansali Engineering Polymers 
 

IDEA RESEARCH 

 

Plans for port based expansion are moving fast with the date of commissioning being 

preponed to March 2021 instead of March 2022 as envisaged previously. As opposed to the 

previous plan of expanding in house HRG production capacity from 15,000 TPA to 35,000 TPA 

at Satnoor Plant and SAN capacity from 60,000 TPA to 100,000 TPA by incurring a cost of Rs 

3bn the company is now planning to expand only its compounding capacity from 80,000 TPA to 

137,000 TPA at Abu Road plant in two phases. 

 

The first phase will see capacity expand to 100,000 MTPA by March 2018 at a cost of Rs 200mn 

and then to 137,000 MTPA by December 2018 at a further cost of R 300mn. At a later date 

these capacities will be moved to the port based location. The additional SAN and HRG 

requirements for the incremental compounding capacities will be met by way of imports. This 

could impact EBITDA adversely to some extent but we believe that it would be partially offset 

due to value addition.   

 

The company also plans to set up a R&D centre at a cost of Rs 200m at Abu Road which will be 

operational by December 2018. Thus the total capex for FY18E and FY19E based on current 

expansion plans stands at Rs 200mn and Rs 500mn respectively which will be met by way of 

internal accruals.  

 

The balance sheet has deleveraged significantly and the promoters intend to use the cash flows 

to unpledge their shares by March 18. 

 

Post results we have revised our revenue estimates downwards by 3.1% (due to lower volume 

assumptions from 72,000 MTPA previously to 69,000 MTPA) in FY18E and upwards by 4.8% in 

FY19E. Whereas we have revised profit estimates upwards for both FY18E by 9.5% and FY19E 

by 4.7%. We have introduced FY20E estimates as well. Over the next 3 years (FY17-20E) we 

expect the company to grow revenues at 44.4% CAGR, EBITDA by 71.2% due to richer product 

mix as well as better fixed cost absorption and profits by 79.6% due to low depreciation and 

interest cost (zero debt company).  

 

BEPL is in the midst of expanding capacities aggressively and they have ramp ups lined 

consistently over the next 12 months. As we roll over our earnings to FY20E, it would be futile 

not to make note of the structural tailwinds BEPL is privy to, given the demand dynamics of the 

industry in which it is now as the leading player. Keeping this in perspective, we would 

consider FY-20 earnings of Rs 2 bn in deriving valuations of 14x (or whatever) and advice an 

accumulate at these levels with a medium term price target of Rs 266 implying an earnings 

multiple of 22x on FY20E earnings. 
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Q2FY18 Result Overview (Rs m) 

Y/e March Q3 ’18 Q3 ’17 
YoY gr. 

(%) 
Q2 ’18 9M’18 9M’17 

YoY gr. 
(%) 

Net Revenue 2,579 1,229 109.8 2,479 7,299 4,333 68.5 

Expenditure 
     

  

Raw Material Cost 1,832 905 102.5 1,783 5,295 3,278 61.5 

       % of revenue 71.0 73.6 
 

71.9 72.5 75.7  

Employee Cost 206 172 20.0 229 622 472 31.8 

       % of revenue 8.0 14.0 
 

9.2 8.5 10.9  

Other Expense 108 62 74.7 89 275 174 58.7 

       % of revenue 4.2 5.0 
 

3.6 3.8 4.0  

Total Expenditure 2,146 1,138 88.5 2,101 6,192 3,924 57.8 

      
  

EBITDA 433 91 375.9 378 1,107 409 170.3 

         Margin (%) 16.8 7.4 
 

15.3 15.2 9.4  

Depr. & Amortization 15 14 12.9 15 46 41 13.9 

EBIT 418 77 440.2 363 1,060 369 187.5 

Net Interest  22 23 -1.9 25 58 72 -18.7 

Other Income 56 4 1163.6 20 84 21 311.3 

Profit before Tax 451 59 666.6 358 1,086 318 242.1 

Total Tax 160 28 464.0 107 376 119 217.2 

        Effective tax rate (%) 35.5 48.3 
 

30.0 34.6 37.3  

Profit after Tax 291 30 855.8 251 710 199 256.9 

        PAT Margin (%) 11.3 2.5 
 

10.1 9.7 4.6  

EPS 1.8 0.2 855.8 1.5 4.3 1.2 256.9 

Source: Company Data, Idea Research 
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Income Statement (Rs m)           

Y/e March  2017 2018E 2019E 2020E 

Net Revenue 6,261 9,893 14,200 18,852 

Raw Material Expenses 4,726 7,143 10,210 13,536 

Gross Profit 1,535 2,750 3,990 5,316 

Employee Cost 265 375 497 652 

Other Expenses 646 835 1,164 1,527 

EBITDA 625 1,540 2,329 3,137 

Depr. & Amortization 54 62 85 95 

Net Interest 98 81 85 90 

Other Income 84 110 130 130 

Profit before Tax 557 1,507 2,289 3,082 

Total Tax 211 526 801 1,079 

Profit after Tax 346 981 1,488 2,003 

Ex-Od items / Min. Int. - - - - 

Adj. PAT 346 981 1,488 2,003 

Avg. Shares O/S (m) 165.9 165.9 165.9 165.9 

EPS (Rs.) 2.1 5.9 9.0 12.1 
 

 Cash Flow Abstract (Rs m)    

Y/e March    2017 2018E 2019E 2020E 

C/F from Operations 188 2,045 1,422 1,853 

C/F from Investing (188) (237) (537) (537) 

C/F from Financing 25 12 10 11 

Inc. / Dec. in Cash 25 1,820 895 1,327 

Opening Cash 148 172 1,992 2,887 

Closing Cash 172 1,992 2,887 4,214 

FCFF (0) 1,808 885 1,316 
 

 Key Financial Metrics 
    

Y/e March            2017 2018E 2019E 2020E 

Growth                         

Revenue (%) 17.9 58.0 43.5 32.8 

EBITDA (%) 66.7 146.5 51.2 34.7 

PAT (%) 107.3 183.6 51.6 34.7 

EPS (%) 107.3 183.6 51.6 34.7 

Profitability 
    

EBITDA Margin (%) 10.0 15.6 16.4 16.6 

PAT Margin (%) 5.5 9.9 10.5 10.6 

RoCE (%) 27.4 48.3 45.8 40.4 

RoE (%) 23.9 47.0 45.3 40.1 

Balance Sheet 
    

Net Debt : Equity - - - - 

Net Wrkng Cap. (days) (20.9) (42.0) (42.0) (42.0) 

Valuation 
    

PER (x) 100.3 35.4 23.3 17.3 

P / B (x) 21.5 13.5 8.6 5.8 

EV / EBITDA (x) 55.2 21.2 13.7 9.7 

EV / Sales (x) 5.5 3.3 2.2 1.6 

Earnings Quality 
    

Eff. Tax Rate 37.9 34.9 35.0 35.0 

Other Inc / PBT 0.2 0.1 0.1 0.0 

Eff. Depr. Rate (%) 1.3 1.3 1.5 3.0 

Source: Company Data, PL Research. 

 

Balance Sheet Abstract (Rs m)   

Y/e March     2017 2018E 2019E 2020E 

Shareholder's Funds 1,615 2,560 4,011 5,977 

Total Debt - - - - 

Other Liabilities 40 70 100 130 

Total Liabilities 1,655 2,630 4,111 6,107 

Net Fixed Assets 930 1,068 1,483 1,888 

Goodwill 
    

Investments - - - - 

Net Current Assets 707 1,525 2,570 4,141 

     Cash & Equivalents 172 1,992 2,887 4,213 

     Other Current Assets 3,083 4,281 6,177 8,326 

     Current Liabilities 2,549 4,748 6,494 8,398 

Other Assets 18 38 58 78 

Total Assets 1,655 2,630 4,111 6,107 
 

Quarterly Financials (Rs m)    

Y/e March     Q4FY17 Q1FY18 Q2FY18 Q3FY18 

Net Revenue 1,928 2,240 2,479 2,579 

EBITDA 218 295 378 433 

% of revenue 11.3 13.2 15.3 16.8 

Depr. & Amortization 14 15 15 15 

Net Interest 26 11 25 22 

Other Income 64 8 20 56 

Profit before Tax 243 277 358 451 

Total Tax 93 108 107 160 

Profit after Tax 150 169 251 291 

 

Operating Metric (Rs m)    

Y/e March     2017 2018E 2019E 2020E 

Capacity (MTPA) 80,000 1,00,000 1,37,000 1,37,000 

Production (MTPA) 50,000 69,000 93,150 1,20,650 

Capacity Utilisation (%) 62.5 69.0 68.0 88.1 

EBITDA per kg 12.5 22.3 25.0 26.0 

Source: Company Data, PL Research. 
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