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Bodal Chemicals, a key manufacturer of acid, direct and reactive dyestuffs, and dye intermediates, 

has been able to capitalize on the opportunities which have emerged on account of change in 

dynamics of the DI and DS industry globally. However, over the medium to long term we believe, 

structurally the company is poised to benefit on account of its early mover advantage owing to lower 

cost of environmental compliance as the company's allocation for effluents is fairly well placed 

compared to peers largely operating in the unorganized segment which comprises a mix of traders 

and manufacturers. Besides, other growth avenues such as its foray into Specialty Chemicals (water 

treatment chemicals), expansion of Dye Stuff capacity, growing business opportunities in LABSA 

and Liquid Dye Stuff could add to the topline of the company in a meaningful way over the next 3-4 

years. In addition to the above, what we also like about Bodal is its level of business integration, both 

horizontally and vertically. Such an ability and large scale of operations in the Indian Dye 

Intermediate and Dyestuff segment is a rarity. Owing to the above mentioned factors we initiate 

coverage on the stock with a “BUY” rating as we value the stock at P/E of 12x thus arriving at a 

price target of INR 154/share over the next 12 month period translating into a 24% upside.

 Strategic focus on expanding high margin Dye Stuff Capacity: Given the large opportunity to 

cater to the growing Dye Stuff demand in the international markets where Bodal has about 3% 

market share, there lies immense opportunity to be tapped. Seeing this, the company's 

management is expanding its existing DS capacity by 8,000MTPA in its first phase at Unit VII. The 

same will be entirely funded (INR 280mn) from internal accruals. Further, DS also has much 

higher margins than DI which could aid expansion of EBITDA Margin for Bodal over the coming 

years. 

 Foray into Speciality Chemicals (water treatment) under Trion: With US imposing anti-

dumping duty on Chinese products used in water treatment there opens an immense 

opportunity for Bodal to foray in this specialty chemical segment. For the same the company has 

a 42% stake in Trion Chemicals which manufactures T.C.C.A. The total size of this market in USA 

is ~300,000MTPA while Bodal has an installed capacity of 12,000MTPA.

 Faster than expected exit from CDR and next level of growth driven by fiscal prudence:  

Having faced difficult business conditions in FY2012 and Fy2013, Bodal entered into a CDR for a 

ten year period with its bankers with stringent financial conditions attached. For any company 

under CDR it is a daunting task to operate business with bare minimum capital requirements. 

However, Bodal has been able to make a complete and early exit from CDR in FY2015 owing to 

its focus on improving business, capitalizing on the opportunity created due to China plant shut-

downs and adhering to fiscal prudence. This only indicates the management's resolve to grow its 

business on a sustainable basis.

 Voluntary investments in environment protection gives a leg up:  While, Bodal is the the only 

player with effluent disposal permission of 1mn litres per day the company has gone a step 

further in installing a Multi Effect Evaporator (MEE) at a cost of INR 350mn. This MEE is amongst 

the latest system installed by Bodal to treat effluents, thereby making it the only company to do 

so in the domestic chemicals industry.
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Initiating Coverage

Shareholding pattern (%)

Promoter group 65.55% 

FII 5.26% 

DII 0.04% 

Others 29.15% 

Stock price performance

Return (%) 1 M 6 M 1 Yr

Absolute -12 29 205

Relative -9 31 200

Stock details

Bloomberg code BODL IS 

Shares O/S (mn) 109 

M Cap (INR mn) 13,497 

M Cap (USD mn) 199 

52 week H/L (INR) 155 / 39 

Avg. 6M daily vol 1,164,230 

‘Dyeing’ its Growth Formula
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At CMP of INR 124, the stock is trading at a P/E of 10.1x its FY18E EPS. The largest manufacturer of DI in the 

domestic market, its large scale of operations compared to peers in the Indian context, fully integrated operations 

across the DI and DS value chain, voluntary investments in setting up latest Effluent Treatment facility (Multi Effect 

Evaporator), strategic focus on high growth areas such as foray in speciality chemicals (chlorine based water 

treatment products), higher margin Dye Stuff segment (ongoing capacity expansion) and competitive positioning 

against Chinese companies at the current juncture seem to ensure Bodal is well positioned to capture the next 

phase of growth over the next couple years. We estimate the company to register a Revenues/EBITDA/PAT CAGR 

of 21%/22%/25% over FY16-FY18E. We value the consolidated business of Bodal on P/E basis at 12x FY18E 

EPS (INR 12.3), to arrive at a target price of INR 154 with an upside of 24% over the 12 month time frame. We 

initiate with a “BUY” rating on the stock.

Bodal Chemicals Ltd : Initiating Coverage

Financial Snapshot

Source : Company; SMC Global Securities

    Valuations

Bodal Chemicals Ltd. (BCL) was established in 1989 as a partnership firm to carry out the production of a 

particular type of Dye Intermediate. In 2006 it underwent a reverse merger with Dintex Dye Chem and got listed 

on the BSE. Today, Bodal is the largest manufacturer of Dye Intermediates (DI) in India and the only player with 

effluent disposal permission of 1mn litres per day. Besides, being the largest DI manufacturer in the country, it is 

also amongst the leading Dyestuff manufacturer in the domestic market. Bodal has a unique positioning in the 

Indian Chemical industry of being the only company to have integrated its operations forward (DS manufacturing 

plant) as well as backwards (Basic Chemicals plant).

Bodal manufactures more than 30 different DI (nearest competitor manufactures about 6-7 different types of DI) 

and around 150 DS products which are primarily used by textile, leather and paper industries. The company 

derives ~35% of its revenues from exports to various countries like the US, UK, Germany and Spain with ~65-

70% of its DS production being exported. As of FY16, the company's DI/DS/Basic Chemicals and Other 

segments contributed to 52%/35%/12%/2% respectively. 

Company Background

Exhibit 1: Bodal’s Activity Flow Chart Exhibit 2: Bodal’s Key Clients

Source : CompanySource : Company
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Particulars (INR Mn, except EPS) FY2015 FY2016 FY2017E FY2018E

Net Sales 10,358
           

8,970
             

12,436 13,177

Growth % 9% -13% 39% 6%

EBITDA 1,841

             
1,498

             
2,199 2,239

Growth % 12% -19% 47% 2%

EBITDA Margin % 17.6% 16.5% 17.5% 16.8%

Profit After Tax 918 860 1274 1337

Growth % 204% -6% 48% 5%

EPS (INR) 8.4

                 

7.9

                 

11.7 12.3

P/E 14.8x 15.7x 10.6x 10.1x

Debt - Equity Ratio 1.1x 0.6x 0.4x 0.3x

ROE (%) 68% 41% 43% 32%

ROCE (%) 39% 32% 44% 35%



Bodal’s product offerings across the Dye value chain

Source : Company; SMC Global Securities

Bodal Chemicals Ltd. was originally established as a manufacturer of Dye Intermediates in 1989. Dye Intermediates 

are the basic raw materials used in processing Dyestuff. In 2004, the company carried out forward integration to 

start manufacturing Dyestuff and later in 2010 it integrated backwards to start manufacturing Basic Chemicals used 

in manufacture of Intermediates as well as Dyestuff. 

      Basic Chemicals

Bodal produces a range of chemicals which are used as raw materials in the manufacturing process of Dye 

Intermediates and Dyestuff. These chemicals include:

 Sulphuric Acid

 Chlorosulphonic Acid

 Sulphur Trioxide

 Oleum 23% & 65%

45% of the Basic Chemicals manufactured by BCL are captively consumed to process Dye Intermediates & Dye 

Stuff, rest being directed towards external sales. Setting up the Basic Chemicals Division in 2010 has ensured that 

Bodal is able to insulate its business model from the vagaries of Raw Material price fluctuations.  

      Dye Intermediates

Dye Intermediates are petroleum downstream products and are processed from the Sulphur & Bulk Chemicals 

manufactured by Bodal. DI basically finds application in the processing of finished dyes and pigments, thus serving 

as a raw material for Dyestuff. Bodal started its operations initially with one kind of DI - Vinyl Sulphone Ester and now 

manufactures over 30 variants including:

 F.C. Acid

 H. Acid

 Gamma Acid

 6 Nitro

Vinyl Sulphone Ester, with a production capacity of ~12,000 MTPA out of a total DI production capacity of 30,000 

MTPA continues to remain BCL's core product in the DI segment. 40% of the Dye Intermediates are consumed 

internally by Bodal, to process Dyestuff which has better margin profile than DI. 
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Being a leading player in the DI segment, Bodal enjoys a strong positioning in the domestic market with a 

20% share. Whereas, in the global arena it has a 5% market share. 

       Dyestuff  

A strong foothold in Dye Intermediates led to the forward integration to Dyestuff. Dyestuff is the final colourizing and 

ionizing compound processed from Dye Intermediates and is a general industry term covering both dyes and 

pigments. Dyes are intensely coloured organic compounds or mixtures used for imparting colour to products like 

textiles, paper, leather, plastics etc. Bodal manufactures 150 variants of Dyes which can be broadly classified into 

three categories:

 Reactive Dyes  – used in Textiles

 Acid Dyes  – used in Leather & Textiles

 Direct Dyes  – used in Paper & Textiles

In the Dye Stuff segment the company enjoys a 9%/5% market share in the domestic and global markets 

respectively.

      Manufacturing Capabilities

The company has a total of 6 plants – 4 in Ahmedabad and 2 in Vadodara. The plant VII located at Vadodara which 

manufactures all the products (Basic Chemicals, DS and DI) is one of the most integrated Basic Chemical – DI – DS 

plant in India and 70% of Bodal Chemical's total production is met from this plant. Unit VII also, is equipped with the 

latest efflutent treatment technology which is the first of its kind set up by any Dye Intermediate manufacturer in 

India.

The company has in July 2016 firmed up plans to expand Dyestuff Capacity by 24,000 MTPA over next 3-4 years. 1st 

phase of this expansion will increase the Annual Capacity by 8,000 MTPA to 25,000 MTPA requiring a capital outlay 

of Rs. 280mn to be met through internal accruals. This expansion would be carried out at Plant VII in Varodara.

Capacity utilization levels across segments at Bodal Chemicals have shown an improvement owing to the steady 

growth in volumes. With the expansion of Dyestuff capacity, utilization of Dye Intermediates is expected to improve 

further as higher quantities would get used up in the production of Dyestuff.
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Exhibit 3: Manufacturing Footprint

Source : Company; SMC Global Research

Exhibit 4: Improvement in Utilization

Institutional Equities



      Industry Dynamics

Dyestuff is one of the most significant and important segments of the entire chemical industry in India owing to its 

linkage with a variety of sectors like textiles, paper, plastics, leather and food products. As on FY2015, the overall 

production capacity of Dyestuff in the country stood at 456,000 MTPA (source : Ministry of Chemicals & Fertilizers) 

with India accounting for approximately 16% of the world production of the same. Over 85% of the production 

capacity is located in the states of Gujarat and Maharashtra driven by a number of reasons such as proximity to raw 

materials (largely petrochemicals), concentration of end user industries like textile and paints in this region and 

proximity to ports which is conducive for exports. The Dye Intermediate and Dyestuff industry in India is highly 

fragmented and is characterized by a large number of players in the unorganized sector. 

      Increasing Exports

The Dyestuff sector in India which used to largely comprise of importers and distributors in the 1950s has over the 

years evolved and emerged as a major exporter and foreign exchange earner. Today, Dyestuff is the largest export 

earner in the chemical industry as India has established itself as a preferred global supplier of dyestuffs, particularly 

of the reactive, acid, vat and direct variants of dyes.  

India's net exports of Dyestuff have grown at a CAGR of 18.6% over FY2008-15 driven by the growth in export 

realizations led by the supply of high quality and value added products. Italy, Brazil, Korea and the USA were some 

of the key export destinations of DS during FY2015. 

        Exhibit 5: Sustained export growth reported by Indian Dyestuff manufacturers
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       Advantage India vs China

Sweeping changes in China's national Environmental Protection Law has over the past couple years given a boost 

to the Indian DI and DS industry, as rampant plant shutdowns in China have enabled spare capacity with the Indian 

industry to come in and capture the shift in demand. Stringent implementation of the new law has entailed harsher 

penalties for non compliant manufacturers and hence caused many manufacturers in China to go out of business. 

India being the next largest manufacturer has benefitted from this not only on the back of environmental arbitrage 

but also because of steps taken by Indian manufacturers to produce internationally accepted quality products, 

create a niche for themselves and move up the value chain. 

The competitive advantage (low cost) Chinese manufacturers used to enjoy has been eroding, thus improving 

India's competitive position. For instance, Effluent Treatment Mechanism has become a pre-requisite to carry on 

business and receive export incentives in China which has increased manufacturing costs for Chinese firms. 

Besides, Export incentives, electricity and labour costs which were at sharp discounts to Indian companies have 

now increased significantly thereby reducing the cost arbitrage between the Chinese and Indian companies 

operating in the DI and DS industry globally. The below exhibit based on Bodal's management estimates gives us an 

understanding of the reduced competitive advantage of Chinese companies in the current scenario vis-à-vis period 

prior to calendar year 2012.

       Exhibit 6: India & China a comparative 
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Source : Company; SMC Global Research
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       End User Industries 

The domestic textile industry is the largest consumer of dyes in the country accounting for about 70% of the total dye 

consumption. This stands in contrast to the global context where less than 10% of the aggregate dye production is 

used by the textile sector. 

        Exhibit 7: Industry wise Dyestuff consumption pattern 

The reactive and disperse variant of dyes are used to dye textile fibres and these dyed textile fibres are in turn used in 

various applications such as apparels, home textiles, agricultural textiles etc. Even as the customer concentration 

remains lumpy with a fairly high contribution from the textile industry, the increasing exports coupled with growth in 

the paint, printing and tannery industries is likely to dilute the concentration going forward.



       Sneak Peak into Bodal Chemical’s Business Model

 Thrust on new business segments 

 o Higher value and superior margin Dye Stuff

  At our recent meeting with the CFO of the company, we understood that the company will lay 

emphasis and channel its resources on the high value DS business to propel its next level of growth. 

Therefore, the company has laid a plan to expand its existing DS capacity of 17,000MTPA to 41,000MTPA 

by FY2020 to be expanded in three phases of 8,000MTPA in each phase. Phase-I of 8,000MTPA capacity 

expansion would require a capex of INR 280mn funded through internal accruals.

  Moreover, the company has recently ventured into the production of Liquid Dyestuff which is primarily 

consumed by the paper industry to colour paper. The current annual capacity of the same stands at 

10,800MT which is currently running at 20-25% utilization. The management expects this segment to 

achieve an annual turnover of INR 1,000mn by FY2020 at optimum capacity utilization level of 85%+. We 

also note that Liquid DS has the potential to generate EBITDA Margin in the range of 20-21%. This product 

is currently being exported to Australia and South Africa and BCL is also aiming to tap into the high demand 

in European countries.

 o LABSA (surfactant) yet another step towards forward integration

  LABSA is a key ingredient used in the manufacturing of detergent powders and dish wash cleaners. 

Bodal is forward integrating to manufacture LABSA given the potential to capture a large market from the 

unorganized segment and also offer end-to-end services to its customers. The LABSA facility is set up 

under BCL's erstwhile wholly owned subsidiary Bodal Agrotech Ltd. which has now been merged with the 

parent company. 

  The first plant with a capacity of 18,000MT was set up at a cost of INR 120mn funded through internal 

accruals; the company will incur a capex of INR 50mn towards doubling the capacity in Q4FY17. H1FY17 

LABSA revenue was INR 240mn and the management expects an annual turnover of ~INR 2,300mn at 

optimum capacity utilization by FY 2020.

  The rationale behind entering the relatively low margin (6-9%) business of LABSA was a) Capex 

requirements are low as the company already possesses necessary infrastructure of civil structures, 

storage vessels and pipelines b) ample in-house availability of Sulphuric Acid, a key RM for the production 

of LABSA c) slowdown in business of the closest competitor which was a supplier to prominent detergent 

and soap manufacturers has presented significant opportunities for Bodal.  

 Foray in Specialty (Water Treatment) Chemicals 

 In order to diversify its business, Bodal Chemicals entered into a JV with Raj Chemicals Ltd. by picking up a 

42% stake in Trion Chemicals Pvt. Ltd. for INR 150mn. Trion Chemicals has been established to 

manufacture specialty chemicals, primarily water treatment chemicals. Trion is the first Indian company to 

manufacture Tri chloroisocynuric Acid (T.C.C.A) branded as Trion T.C.C.A in India which is used as a 

disinfectant, algicide and bactericide in swimming pools, jacuzzis and spas. Besides, it is also used as a 

bleaching agent in the textile industry, for preventing and curing animal husbandry, fruits & vegetable 

preservations, waste water treatment and also for recycling industrial waste water. We note this product has 

a large market in developed countries, with the USA particularly being a lucrative market owing to the anti-

dumping duty imposed on T.C.C.A imports from China. The opportunity size for Trion's product in USA is 

approximately 300,000 MTPA, while initial production will be commenced with 12,000 MTPA during 

H2FY17. At peak capacity, the project is estimated to generate INR 2,400mn revenues and an EBITDA 

Margin of +20% as per management guidance. 

  Strategic investments in Environmental Protection ensures competitive advantage
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 BCL is the only player with effluent disposal permission of 1 mn liters per day and has an in-house Effluent 

Treatment Plant (ETP) for the same. Going one step forward, BCL has installed a Multi Effect Evaporator 

(MEE) during FY2015 at a cost of INR 350mn. MEE not only treats effluent water but also recovers salt 

which can be reused or sold in the market. We note that Effluent Treatment is a key concern area for 

companies operating in the Chemical Industry. Thus a voluntary investment in setting up the latest in-

house developed effluent treatment plant ensures that Bodal is able to remain ahead of its peers by a mile. 

We also believe, that getting regulatory approvals for permissible emission of hazardous material and 

gases and setting up ETP systems is a time consuming process and thus could hinder the growth of 

smaller companies operating in the unorganized space. 

 Infact, today Bodal is one of the beneficiaries of plant shut-downs in China primarily due to stricter pollution 

control and effluent treatment norms instituted by the Chinese Government to tackle the growing menace 

of environmental pollution. This resulted in one of the largest DI and DS manufacturing company of China 

to shut down its operations which had a global market share of 30% in the DI & DS segment together. Also, 

the management indicated that for companies in China which are 10 times larger in size as compared to 

the Indian counterparts, it is a daunting task to shift production to notified chemical parks in China and also 

to set up such huge ETPs. Thus management remains hopeful that China, in the current scheme of things 

doesn't emerge as 'the' risk for business to expand and grow. 

 Early exit from Corporate Debt Restructuring (CDR)

  o In FY2012, BCL came out fresh from a mega capacity expansion drive- funded through term 

debt from banks to the tune of INR 2,500mn. Around this time, the Indian industry was plagued by 

incessant dumping from China and this along with forex losses at the company accentuated problems. 

BCL incurred heavy losses and due to the resultant tightening of liquidity conditions, the company 

approached the Corporate Debt Restructuring (CDR) cell for realignment of its debt. 

  o Over FY2013-14, as per the direction of the CDR cell, the company infused capital of INR 

250mn by allotting Preference shares to promoters/promoter group and non promoters which led to an 

increase in share capital. The CDR package only involved a deferral of payments to the lender without any 

haircut. 

  o Over FY2015 the company made repayment of its total outstanding CDR debt out of cash 

generated by the business. This repayment enabled them to come out of the CDR package.

  o In FY2016, the company entirely redeemed the Preference Shares which led to a reduction in 

the total Share Capital of the company.

 Fully integrated business provides comfort from extreme RM price volatility

 Bodal, is amongst the very few companies in India whose operations are fully integrated. After having 

completed its backward integration by setting up of Basic Chemical plant at Vatva, the company has been 

able to strictly control RM costs as a percentage of Net Sales. With over 90% of RM requirement sourced 

indigenously, the company is insulated from vagaries in currency volatility. Further, about 45% of the 

output from Basic Chemicals plant is captively consumed for processing of DI and 40% of DI output is 

consumed for DS manufacturing. This captive consumption allows the company to keep a check on the 

RM costs. Since FY13-16, average RM costs stood at 64% to the total turnover which has reduced from a 

high of 74% of Net sales reported in FY12. Amongst the raw materials utilized by the company that are 

crude linked, Sulphur, Napthalene, Aniline Oil, Caustic Soda, Water, P.N.C.B, Chlorine and H-acid are  the 

key RMs. 

8

India | Industrial Chemicals

Bodal Chemicals Ltd : Initiating Coverage
Institutional Equities



9

India | Industrial Chemicals

Bodal Chemicals Ltd : Initiating Coverage

Exhibit 8 : Backward integration aids in keeping check on RM costs 

Source : Company; SMC Global Research

The level of integration has come to the 

advantage of BCL also in terms of cutting 

down on power and fuel costs to a certain 

extent. Steam is generated as a by-product 

in the manufacturing of Sulphuric Acid and 

with the help of a turbine; the steam is 

converted to power, a part of which is used 

to run the sulphuric acid plant itself while 

the rest is transferred to the DI & DS plant 

thus reducing coal consumption in the 

boilers.      

 In addition to the RM cost benefits from the integration of activities, BCL enjoys a significant edge over its 

peers in terms of savings on logistics costs. For instance, transportation of Sulphuric Acid- used in the 

processing and DI and DS entails significant costs for its peers. Bodal, however, is able to source sulphuric 

acid captively, resulting in cost savings.

Financial Commentary

Source : Company; SMC Global Research

Institutional Equities

Revenues to report 21% CAGR

over FY16-FY18E driven by new

projects

 Over FY13-16, Bodal posted a 20% 

CAGR in its revenues, driving an 

EBITDA/PAT growth of 96%/255% for 

the same period spanning from FY13-

16. Its balance sheet has also 

improved as Debt/Equity improved to 

0.6x in FY2016 from 5.7x in FY12. Dye 
intermediates contribute 52%, Dyestuff 35% Basic Chemicals 12% and Other 2% of sales in FY16. Growth drivers 

include ramp-up of dye stuff capacity, LABSA and commencement of production at Trion Chemicals. We expect the 

company to clock a Revenue 21% CAGR over FY16-FY18E driven by new initiatives like Trion Chemicals, Liquid Dye 

Stuff, improving capacity utilization at existing plant and other initiatives such as LABSA and Dye Stuff exports. 
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A strict control over costs especially RM costs and Other Expenses could lead Bodal to report an EBITDA growth of 

22% over FY16-18E on a CAGR basis. Consequently, we believe, the EBITDA Margins too will be sustained over the 

same period as we factor in normalization of Vinyl Sulphone Ester and H-acid prices which has seen a sharp jump 

in FY17E. However, as per our estimates, EBITDA Margin could expand beyond 17% by FY2020 upon faster ramp 

up of Trion Chemicals and Liquid Dye Stuff capacity which has much higher margin profile of +20-22% as indicated 

by the management. We believe, Bodal is much better equipped to sustain EBITDA Margins of over 16% 

versus its peers like Kiri Industries, Akshar Chemical and Bhageria Industries. We reason that 1) Bodal's high 

level of integration both backward and forward; 2) wide product portfolio across DI (25 product variants) and DS 

(150   product variants)  against some of its peers which have limited range of products between 5-7 products.

Source : Company; SMC Global Research

We also note that since facing difficult business conditions in FY2012-13, the company has generated strong Free 

Cash Flows. In FY2016, its FCF stood at INR 1,068mn from being negative in FY2012. Further, an early exit from the 

CDR too showcases the management’s earnestness in ensuring financial discipline. Going forward, we believe, the 

management will meet majority of its capex requirements from internal accruals thus giving us the confidence in the 

management's focus on conducting business without sacrificing fiscal discipline. 

Earnings to register +25% CAGR over FY2016-18E as per our estimates with sustainable Net Profit Margins.

Source : Company; SMC Global Research

Institutional Equities
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We note the management's efforts in reducing its debt/equity ratio which in FY12 stood at 5.7x and subsequently 

brought down to 0.6x in Fy16. Further, in H1FY17, the company has paid off its long term debt and has INR 1500mn 

of Short Term Debt which is largely in the form of packing credit. The cost of foreign currency debt is less than 3% per 

annum and provides a natural hedge against foreign currency exposure.

Stringent adherence to fiscal discipline led to improved leverage profile for Bodal

Bodal’s return ratios are amongst the best in the industry compared to its peers

Source : Company; SMC Global Research

Source : Company; SMC Global Research

In terms of return ratios, the company has been consistently reporting ROE of over 30% and in FY2016 it stood at 

37%. While ROCE and ROIC stood at 34%/22% respectively in FY2016. Further, when compared to some of the 

listed dye Intermediate and Dye Stuff manufacturers in the listed space, Bodal has been ahead of the peers despite 

having got itself in CDR in FY2012-13 period following difficult business conditions across the industry.

Institutional Equities
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While, Chemical Industry is working capital intensive, the company's record in lowering working capital 

requirements are well appreciated. Its working capital has been consistently declining thus indicating an efficient 

management of the entire working capital cycle and efficient collections from customers. Receivable Days stood at 

91 days in FY12 which in FY16 declined to 66 days. Inventory management also seems to have been streamlined 

as inventory days have reduced to 36 days in FY16 from 47 days in FY12. However, we would have liked to see 

much higher Payable days which declined to 43 days in FY16 from 71days in FY12 thus indicating reduced 

bargaining power with its suppliers. 

Peer Comparison

Source : Company; Capitaline; SMC Global Research

Though prices of DI have corrected from the high levels seen in 2014 and are now hovering around historical 

averages, prices of key raw materials (crude link derivatives & sulphur) have also corrected – resulting into gross 

margin sustaining at FY14-15 levels. Bodal's management has guided high single digit volume growth for FY2017 

period for its existing business with overall capacity utilization reaching to 75-80% in FY2017, a long term 

sustainable EBITDA Margin at 15-16% and PAT growth of over 20% YoY.  Besides, its ramp-up of Dye Stuff capacity 

(better margin profile than DI), commercialization of Trion Chemical's specialty chemical product (high value and 

margin product) and LABSA together are likely to generate revenues of INR 4,500mn at optimum capacity 

utilization levels across plants and products. These projects will start contributing to revenue & profitability Fy18 

onwards as per our readings of the execution and ramp up of capacity by the company. We believe, Bodal will be 

able to clock Revenues/EBITDA/Earnings CAGR of 21%/22%/25% over FY16-18E and thus could lead to strong 

free cash flow generation in our view. 

 

We have a very positive stance on Bodal Chemicals over the near to medium term owing to its 1) industry leadership 

position; 2) industry dynamics titling in favor of large Indian players globally; 3) significant improvement in quality of 

earnings and its balance sheet; 4) strong FCF generation; 5) growth visibility provided by its related diversification. 

In light of the above factors we initiate coverage on the stock with a “BUY” rating as we value the stock at P/E 

of 12x on FY18E EPS thus arriving at a price target of INR 154/share over the next 12 month period translating 

into a 24% upside from current levels.

Outlook & Valuations

Risk Factors

 Faster than anticipated resumption of operations by Chinese counterparts
 Delay in execution of new growth projects like Trion Chemicals and Dye Stuff capacity expansion

Institutional Equities
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Management Bandwidth

Institutional Equities

Source : Company; SMC Global Research
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Source : Company; SMC Global Research

Financials

Institutional Equities



India | Industrial Chemicals

Bodal Chemicals Ltd : Initiating Coverage

Financials
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Source : Company; SMC Global Research
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report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. No action is solicited on the basis of  the contents 
of  the report. The report should not be reproduced or redistributed to any other person(s)in any form without prior written permission of  the SMC. 

The contents of  this material are general and are neither comprehensive nor inclusive. Neither SMC nor any of  its affiliates, associates, representatives, directors or employees shall be responsible for any 
loss or damage that may arise to any person due to any action taken on the basis of  this report. It does not constitute personal recommendations or take into account the particular investment objectives, 
financial situations or needs of  an individual client or a corporate/s or any entity/s. All investments involve risk and past performance doesn't guarantee future results. The value of, and income from 
investments may vary because of  the changes in the macro and micro factors given at a certain period of  time. The person should use his/her own judgment while taking investment decisions.

Please note that we and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance if  this material;(a) from time to time, may have long or short positions in, 
and buy or sell the securities thereof, of  company (ies) mentioned here in or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market 
maker in the financial instruments of  the company (ies) discussed herein or may perform or seek to perform investment banking services for such company(ies) or act as advisor or lender/borrower to 
such company(ies) or © may have any other potential conflict of  interest with respect to any recommendation and related information and opinions. All disputes shall be subject to the exclusive jurisdiction 
of  Delhi High court.

SMC reports are also available on the Bloomberg [SMCG <GO>]

Ratings Definition

Buy ESR is greater than EMR + 15%

Accumulate/Hold ESR falls between EMR + 5% and EMR + 15%

Sell ESR is lesser than EMR - 5%

Key to ratings

Notes:
ESR = Expected Security Return
EMR = Expected Market Return, defined as 1 year domestic yield + 5% (as a proxy for market risk premium) 

SMC Global Securities Ltd

302/303, Enterprise Centre, Nehru Road, Near Orchid Hotel,

Vile Parle (E),Mumbai 400 099

Email ID: suvarnajoshi@smcindiaonline.com 

www.smcindiaonline.com

Disclaimer: SMC Global Securities Limited is proposing, subject to receipt of  requisite approvals, market conditions and other considerations, a further public offering of  its equity shares and has filed the 
Draft Red Herring Prospectus with the Securities and Exchange Board of  India (“SEBI”) and the Stock Exchanges. The Draft Red Herring Prospectus is available on the website of  SEBI at www.sebi.gov.in 
and on the websites of  the Book Running Lead Manager i.e., ICICI Securities Limited at www.icicisecurities.com and the Co- Book Running Lead Manager i.e., Elara Capital (India) Private Limited at 
www.elaracapital.com . Investors should note that investment in equity shares involves a high degree of  risk and for details relating to the same, please see the section titled “Risk Factors” of  the 
aforementioned offer document.

SMC Global Securities Ltd.  (hereinafter referred to as “SMC”) is a registered Member of  National Stock Exchange of  India Limited, Bombay Stock Exchange Limited and its associate is member of  MCX 
stock Exchange Limited. It is also registered as a Depository Participant with CDSL and NSDL. Its associates merchant banker and Portfolio Manager are registered with SEBI and NBFC registered with 
RBI. It also has registration with AMFI as a Mutual Fund Distributor. 

SMC has applied with SEBI for registering as a Research Entity in terms of  SEBI (Research Analyst) Regulations, 2014. SMC or its associates has not been debarred/ suspended by SEBI or any other 
regulatory authority for accessing /dealing in securities Market. 

SMC or its associates including its relatives/analyst do not hold any financial interest/beneficial ownership of  more than 1% in the company covered by Analyst. SMC or its associates and relatives does not 
have any material conflict of  interest. SMC or its associates/analyst has not received any compensation from the company covered by Analyst during the past twelve months. The subject company has not 
been a client of  SMC during the past twelve  months. SMC or its associates has not received any compensation or other benefits from the company covered by analyst or third party in connection with the 
research report. The Analyst has not served as an officer, director or employee of  company covered by Analyst and SMC has not been engaged in market making activity of  the company covered by Analyst. 

The views expressed are based solely on information available publicly available/internal data/ other reliable sources believed to be true. 

SMC does not represent/ provide any warranty express or implied to the accuracy, contents or views expressed herein and investors are advised to independently evaluate the market conditions/risks 
involved before making any investment decision.
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