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Praj inks MoU with IndianOil for accelerating transition to 
cleaner skies through production of Alcohol to Jet fuels. 

Reaffirming our Positive Outlook; Maintain BUY 

IndianOil have inked an MoU to explore opportunities to fast-track India's transition to 

cleaner and greener sources of energy by exploring avenues such as the production 

of Alcohol to Jet (ATJ) fuels, 1G & 2G Ethanol, Compressed Bio-Gas (CBG) and related 

opportunities in the Biofuels industry. The MoU indicates the intent of IOCL & Government 

push of de-carbonisation theme. This development is in line with the 'Panchamrit' agenda 

unveiled by Hon'ble Prime Minister at the COP26 Glasgow Summit, to fight climate change 

and global warming." CORSIA (Carbon Offsetting and Reduction Scheme for International 

Aviation) guidelines to substantially reduce carbon emissions in the aviation sector augurs 

well for Praj with its early mover advantage in sustainable aviation fuel. 

Indian Aviation sector is at the cusp of high growth but also happens to be one of the significant 

sources of Green House Gas (GHG) emissions. This MOU will boost ATJ fuel production 

capacity and its use in India which will in turn help curb emissions emanating from the 

airplanes as per IATA's (The International Air Transport Association) mandate.  

As per the MoU, IndianOil and Praj will also collaborate to set up Biofuel production facilities, 

including CBG, Biodiesel and Ethanol. The two companies would also work together to 

facilitate the sales and marketing of various co-products and intermediate produced from 

these facilities. Praj and IndianOil would explore and jointly work towards forming a 50:50 Joint 

Venture and identify partners to form special purpose vehicles (SPVs) under the proposed 

alliance. The synergy between India's largest Energy PSU and the leading company in 

Industrial  Biotech shall boost the mainstream bio-economy and India's overall growth.  

The MoU pact concerning 1G & 2G Ethanol, CBG  is considered in our existing investment 

thesis and our outlook on the company but any further development in ATJ fuels will come as 

a positive surprise. Although these developments are strengthening our belief in our 

investment thesis, we believe the company’s ATJ fuel segment is at very nascent stage to 

materially affect our valuation model and our growth assumptions, hence we maintain our Buy 

rating on the stock without any revision in our estimates. We are keenly watching expect this 

momentum on focus of decarbonisation to continue and expect other government entities 

such as HPCL, BPCL to follow the bandwagon behind IOCL which will boost the orderbook & 

Revenue growth. 

Outlook & Valuation – Maintain BUY 

Praj is witnessing strong growth in its key segment Bio Energy in Domestic business, the  overall  

demand-supply gap of Ethanol, increased interest in grain based distelleries and 

decarbonisation  impetus is auguring well for Praj along with development in other key verticals 

such as CPS, ZLD  & High Purity gaining traction. Praj is a key beneficiary of multiple tailwinds 

provided by the bio- economic revolution, giving strong growth & revenue visibility for the next 

3-5 years. We maintain our BUY with a revised target price of Rs 472 valuing the company 

at 35x (~20% discount to TTM PE of 45x) FY23 EPS, implying an upside of 33% from the 

CMP 355. 

Key Financials 

(Rs Cr)   FY21 FY22E FY23E 

Net Sales   1,305 2,033 2,545 

EBITDA   112 172 247 

Net Profit   81 266 327 

EPS (Rs.)   4.42 7.36 10.47 

PER (x)   79 48 33 

EV/EBITDA (x)   56 37 26 

ROE (%)   11% 16% 19% 

Source: Company, Axis Research 

 
CMP as of 15th November, 2021) 

CMP (Rs)  355 

Upside /Downside (%) 33% 

High/Low (Rs)  407/72.75 

Market cap (Cr) 6520 

Avg. daily vol. (6m) Shrs. 28,72,380 

No. of shares (Cr) 18.37 

Shareholding (%)  

 Dec-20 Mar-21 Jun-21 

Promoter 32.9 32.9 32.9 

FIIs 12.3 11.6 13.1 

MFs / UTI 14.3 14.7 6.8 

Banks  / FIs 0.3 0.0 0.3 

Others 40.2 40.7 46.9 

Financial & Valuations  

Y/E Mar (Rs Cr) FY21 FY22E FY23E 

Net Sales 1,305 2,033 2,545 

EBITDA 112 172 247 

Net Profit 81 266 327 

EPS (Rs.) 4.42 7.36 10.47 

PER (x) 79 48 33 

EV/EBITDA (x) 56 37 26 

ROE (%) 11% 16% 19% 

Key Drivers (%) (Growth in %) 

Y/E Mar  FY22E FY23E 

Net Sales  56 25 

EBITDA  53 44 

Net Profit  67 42 

ESG disclosure Score** 

Environmental Disclosure Score N/A 

Social Disclosure Score N/A 

Governance Disclosure Score N/A 

Total ESG Disclosure Score  N/A 

Source: Bloomberg, Scale: 0.1-100 
**Note: This score measures the amount of ESG data a company reports 
publicly and does not measure the company's performance on any data point. 
All scores are based on 2020 disclosures 

Axis vs Consensus 

EPS Estimates    2022E   2023E 

Axis  7.36 10.47 

Consensus  8.37 - 

Mean Consensus TP (12M)(Rs) 457 

Relative performance  

 

Source: Capitaline, Axis Securities 
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Q2FY22 Financial Highlights (Consolidated) 

Financials  

Profit & Loss  (Rs Cr) 

Y/E March FY20 FY21 FY22E FY23E FY24E 

Net sales 1,102 1,305 2,033 2,545 3,040 

Raw Material 552 736 1,246 1,476 1,779 

Employee benefit expenses 164 172 186 211 240 

Other Expenses 308 284 429 611 730 

EBITDA 78 112 172 247 292 

Other income 30 26 33 33 33 

PBIDT 108 138 205 280 325 

Depreciation 22 22 21 21 21 

Interest & Fin Chg. 3 3 3 3 3 

E/o income / (Expense) - - - - - 

Pre-tax profit 83 113 180 257 302 

Tax provision 13 32 45 64 76 

RPAT 70 81 135 192 226 

Source: Company, Axis Securities 

 

Balance Sheet  (Rs Cr) 

Y/E March FY20 FY21 FY22E FY23E FY24E 

Share Capital 37 37 37 37 37 

Reserves & Surplus 683 765 857 1,049 1,275 

Total Equity 720 803 894 1,086 1,312 

Total Non-Current Liabilities 32 27 27 27 27 

Trades Payable 187 342 447 530 638 

Other Current Liabilities 197 376 376 376 376 

Total Current Liabilities 409 764 870 953 1,061 

Total Capital Employed 1,162 1,594 1,791 2,066 2,400 

      

Net Block 217 206 205 202 200 

Goodwill 63 63 63 63 63 

Total Non-Current Assets 382 358 357 354 352 

Cash 46 101 68 183 354 

Inventory 111 129 201 231 268 

Receivables 330 453 613 746 875 

Investments 124 295 295 295 295 

Total Current Assets 780 1,235 1,434 1,712 2,048 

Total Assets 1,162 1,594 1,791 2,066 2,400 

Source: Company, Axis Securities 
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Cash Flow  (Rs Cr) 

Y/E March FY20 FY21 FY22E FY23E FY24E 

Net Profit before Tax 83 113 180 257 302 

Depreciation 22 22 21 21 21 

Working Capital Changes -76 116 -126 -80 -57 

Tax Paid -18 -15 -45 -64 -76 

Cash From Operating Activities 15 225 -1 102 158 

Cash From Investing Act 62 -164 14 15 15 

Cash Flow from Financing -98 -6 -46 -2 -2 

Change in Cash -21 54 -33 115 171 

Opening Cash 64 46 101 68 183 

Closing Cash 46 101 68 183 354 

Source: Company, Axis Securities 

 

Ratio Analysis (%) 

Y/E March FY20 FY21 FY22E FY23E FY24E 

Operational Ratios      

Gross profit margin 50% 44% 39% 42% 42% 

EBITDA margin 7% 9% 8% 10% 10% 

PAT margin 6% 6% 7% 8% 7% 

Growth Indicators      

Sales growth -3% 18% 56% 25% 19% 

EBITDA growth -2% 44% 53% 44% 18% 

PAT growth 3% 15% 67% 42% 18% 

Efficiency Ratios      

Total Asset turnover (x) 0.9 0.9 1.2 1.3 1.4 

Inventory turnover (x) 4.7 6.1 7.5 6.8 7.1 

Sales/Working Capital 4.4 5.0 4.5 5.1 5.5 

Sales/ Total Assets      

Liquidity Ratios      

Total Debt/Equity(x) 0.00 0.00 0.00 0.00 0.00 

Total Asset/Equity(x) 1.81 2.00 1.95 1.86 1.79 

Current Ratio(x) 1.91 1.62 1.65 1.80 1.93 

Quick Ratio(x) 1.63 1.45 1.42 1.55 1.68 

Interest Cover(x) 25.18 39.29 60.03 86.54 102.17 

Per Share Data      

Earnings Per Share (Rs) 3.85 4.42 7.36 10.47 12.30 

Valuation Ratios      

Adjusted PE (x) 14.3 44.0 47.5 33.4 28.5 

Price / Book Value(x) 1.4 4.5 7.2 5.9 4.9 

EV/Net Sales(x) 0.9 2.6 3.1 2.5 2.1 

EV/EBITDA(x) 8.9 24.9 36.9 25.6 21.7 

EV/EBIT(x) 11.1 29.6 34.5 24.4 20.8 

Return Ratios      

ROA 5.85% 5.88% 7.99% 9.96% 10.11% 

ROE 9.62% 10.66% 15.95% 19.42% 18.84% 

ROCE 11.39% 14.66% 20.95% 25.51% 24.83% 

Source: Company, Axis Securities 
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Praj Industries Chart and Recommendation History 
 

 

 

Date  Reco TP Research 

20-Sep-21 Buy 422 Initiating Coverage 

29-Oct-21 BUY 472 Result Update 

15-Nov-21 BUY 472 Event Update 

    

Source: Axis Securities 
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About the analyst  

 

Analyst: Prathamesh Sawant, CFA 

Email:Prathamesh.sawant@axissecurities.in 

Sector: Sugar, Textile & Midcap Opportunities 

Analyst Bio: Prathamesh is a CFA with 4 years of experience in Equity Market/Research. 

 
 
Disclosures: 
 

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations). 

1. Axis Securities Ltd. (ASL) is a SEBI Registered Research Analyst having registration no. INH000000297. ASL, the Research Entity (RE) as defined in the 

Regulations, is engaged in the business of providing Stock broking services, Depository participant services & distribution of various financial products. ASL is 

a subsidiary company of Axis Bank Ltd. Axis Bank Ltd. is a listed public company and one of India’s largest private sector bank and has its various subsidiaries 

engaged in businesses of Asset management, NBFC, Merchant Banking, Trusteeship, Venture Capital, Stock Broking, the details in respect of which are 

available on www.axisbank.com.  

2. ASL is registered with the Securities & Exchange Board of India (SEBI) for its stock broking & Depository participant business activities and with the Association 

of Mutual Funds of India (AMFI) for distribution of financial products and also registered with IRDA as a corporate agent for insurance business activity. 

3. ASL has no material adverse disciplinary history as on the date of publication of this report.  

4. I/We, Prathamesh Sawant, CFA, author/s and the name/s subscribed to this report, hereby certify that all of the views expressed in this research report accurately 

reflect my/our views about the subject issuer(s) or securities. I/We (Research Analyst) also certify that no part of my/our compensation was, is, or will be directly 

or indirectly related to the specific recommendation(s) or view(s) in this report. I/we or my/our relative or ASL does not have any financial interest in the subject 

company. Also I/we or my/our relative or ASL or its Associates may have beneficial ownership of 1% or more in the subject company at the end of the month 

immediately preceding the date of publication of the Research Report. Since associates of ASL are engaged in various financial service businesses, they might 

have financial interests or beneficial ownership in various companies including the subject company/companies mentioned in this report. I/we or my/our relative 

or ASL or its associate does not have any material conflict of interest. I/we have not served as director / officer, etc. in the subject company in the last 12-month 

period.Any holding in stock – No 

5. 5. ASL has not received any compensation from the subject company in the past twelve months. ASL has not been engaged in market making activity for the 

subject company.   

6. In the last 12-month period ending on the last day of the month immediately preceding the date of publication of this research report, ASL or any of its associates 

may have: 

Received compensation for investment banking, merchant banking or stock broking services or for any other services from the subject company of this research report 

and / or; 

Managed or co-managed public offering of the securities from the subject company of this research report and / or; 

Received compensation for products or services other than investment banking, merchant banking or stock broking services from the subject company of this research 

report; 

ASL or any of its associates have not received compensation or other benefits from the subject company of this research report or any other third-party in connection 

with this report. 

 

Term& Conditions: 

This report has been prepared by ASL and is meant for sole use by the recipient and not for circulation. The report and information contained herein is strictly 

confidential and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, 

without prior written consent of ASL. The report is based on the facts, figures and information that are considered true, correct, reliable and accurate. The intent of 

this report is not recommendatory in nature. The information is obtained from publicly available media or other 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. All such 

information and opinions are subject to change without notice. The report is prepared solely for informational purpose and does not constitute an offer document or 

solicitation of offer to buy or sell or subscribe for securities or other financial instruments for the clients. Though disseminated to all the customers simultaneously, not 

all customers may receive this report at the same time. ASL will not treat recipients as customers by virtue of their receiving this report. 
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Disclaimer: 

Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to the 

recipient’s specific circumstances. The securities and strategies discussed and opinions expressed, if any, in this report may not be suitable for all investors, who 

must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient.  

 

This report may not be taken in substitution for the exercise of independent judgment by any recipient. Each recipient of this report should make such investigations 

as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this report (including the merits and risks 

involved), and should consult its own advisors to determine the merits and risks of such an investment. Certain transactions, including those involving futures, options 

and other derivatives as well as non-investment grade securities involve substantial risk and are not suitable for all investors. ASL, its directors, analysts or employees 

do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report, 

including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or 

income, etc. Past performance is not necessarily a guide to future performance. Investors are advice necessarily a guide to future performance. Investors are advised 

to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set 

forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. 

 

ASL and its affiliated companies, their directors and employees may; (a) from time to time, have long or short position(s) in, and buy or sell the securities of the 

company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities or earn brokerage or other compensation or act as a market 

maker in the financial instruments of the company(ies) discussed herein or act as an advisor or investment banker, lender/borrower to such company(ies) or may 

have any other potential conflict of interests with respect to any recommendation and other related information and opinions. Each of these entities functions as a 

separate, distinct and independent of each other. The recipient should take this into account before interpreting this document. 

 

ASL and / or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the recipients of this 

report should be aware that ASL may have a potential conflict of interest that may affect the objectivity of this report. Compensation of Research Analysts is not 

based on any specific merchant banking, investment banking or brokerage service transactions. ASL may have issued other reports that are inconsistent with and 

reach different conclusion from the information presented in this report. The Research reports are also available & published on AxisDirect website. 

 

Neither this report nor any copy of it may be taken or transmitted into the United State (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. 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. This report 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 ASL to any registration or licensing requirement within such jurisdiction. The securities described herein 

may or may not be eligible for sale in all jurisdictions or to certain category of investors.  

 

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of 

the views expressed in the report. The Company reserves the right to make modifications and alternations to this document as may be required from time to time 

without any prior notice. The views expressed are those of the analyst(s) and the Company may or may not subscribe to all the views expressed therein. 

 

Copyright in this document vests with Axis Securities Limited. 

Axis Securities Limited, Dealing office: 1st Floor, I-Rise Building, Q Parc, Loma Park, Thane, Ghansoli, Navi Mumbai-400701, Regd. off.- Axis House,8th Floor, 

Wadia International Centre, Pandurang Budhkar Marg, Worli, Mumbai – 400 025. Compliance Officer: Anand Shaha, Email: compliance.officer@axisdirect.in, Tel 

No: 022-49212706 

DEFINITION OF RATINGS 

Ratings Expected absolute returns over 12-18 months 

BUY More than 10% 

HOLD Between 10% and -10% 

SELL Less than -10% 

NOT RATED We have forward looking estimates for the stock but we refrain from assigning valuation and recommendation  

UNDER REVIEW We will revisit our recommendation, valuation and estimates on the stock following recent events 

NO STANCE We do not have any forward looking estimates, valuation or recommendation for the stock 


