HOLD
Nifty 11,940
Sensex 40,470
Key Stock Data
CMP 106
Market Cap (Imn) 17,098
52W High/Low 174/7 4
Shares o/s (mn) 165.36
Shareholding pattern Sep 2019
Promoters 33.7%
Fil 3.1%
DI 4.1%
Public & Others 59.1%

(&mn)

Particulars FY19 FY20E FY21E
Net Sales 10,429 9,800 11,414
EBITDA 2,907 2,355 2,865
Net Profit 1,841 1,810 1,996
EPS %/ share) 11.13 10.93 12.07
RoNW (%) 16.0% 14.1%  14.0%
RoCE (%) 23.2% 16.2% 17.8%
P/E (x) 9.5 9.7 8.8

Source: Company Data, Way2Wealth Inst Equity
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Key Result Highlights — Q2FY20
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NOCIL reported a topline de-growth of 22.9% YoY to 32,097 mn from 32,720 mnon the
back of 8% decline in sales volume followed by 15% drop in realisation.

Company reported EBITDA degrowth of ~39.2% YoY and 14.7% QoQ to I479mn while
EBIDTA margins came in at 22.8% on account of higher other expenses as % sales which
came in at 26.1% vs 21.1%/23.4% in Q2FY19/Q1FY20 respectively.

However, PAT surged on account of tax reversal of 239mn which led to PAT growth of
4.5% YoY and 69% QoQ to X552 mn. PAT margins stood at 26.3% vs 19.4%/14.2% in
Q2FY19/Q1FY20 respectively.

Management is hopeful of auto-industry revival and expects sales volume to pick up for
company in FY21E with commencement of commercial production at Dahej plant. Also,
they indicated export share can increase as they are getting enquires from new customers
and receiving higher number of orders from existing customers in the USA.

Earnings Highlights & Investment Rationale

>

Weak Auto numbers coupled with lower price realisation dragged NOCIL’s
performance — Company recorded sluggish results with net sales coming in at ¥2,097mn
(down ~22.9% YoY, down 8.7% QoQ) majorly impacted by pricing pressure in its
products. This was further fuelled by slowdown in domestic automotive sector (on account
of higher upfront costs to customers due to change in regulatory measures relating to
insurance and the recent NBFC liquidity woes) impacting its sales volumes. On the global
front, automobile demand scenario was even more grave as the largest auto market
China registered ~12% YoY de-growth in HIFY19. However, with commissioning of new
phase 2 capacity and expected revival in automobile sector in FY21E we believe
company would achieve better growth in FY21E. We estimate sales volume to increase

aiding NOCIL to report topline of 11,414 mn in FY21E.

Better Product Mix (higher share of value-added products) saved GPM margins —
Gross profit margins during Q2FY20 expanded by 211 bps to ~57.7% due to enhanced
mix of higher value products and lower input costs. EBITDA margins contracted from
29.0% in Q2FY19 to 22.8% in Q2FY20 owing to lower capacity utilization on the back
of subdued demand and increase in fixed overheads. We envisage EBIDTA margins to
come in at 24.0%/25.1% in FY20E/FY21E respectively on the back of further price
reduction as company will have to compete with cheaper imports (No extension of anti-
dumping duty) and subdued demand.

Tax Reversal lead to bottomline growth — NOCIL Ltd.’s bottom-line surged to I552mn
from ¥528mn on account of tax reversal received post new taxation norms. PAT margins
stood at 26.3% vs. 19.4%/14.2% in Q2FY19/Q1FY20 respectively.

Valuation & Recommendation

Tel: +9122-61462991

yogitadesai@way2wealth.com

We remain positive on the stock as we believe long term opportunities remain impressive

given capacity expansion by tyre players in global and domestic markets. However, we

envisage near term pain led by demand slowdown in India as well as China. We believe with

automotive sector revival, phase 2 commissioning by the company coupled with improving
capacity utilization in existing facilities, growth to come in FY21E. We expect NOCIL’s topline
to grow at 4.6% CAGR over FY19-FY21E (~%10,429mn to ~I11,414mn) with operating
margins expected to remain at 24.0-25.0%. Post new taxation norms, we have factored tax
rate at 16.7%/25.5% respectively leading to profit growth of 8.5% over FY19-FY21E to
31,996mn. At CMP of Y106 company is trading at ~8.8x FY21P/E. We maintain our HOLD
Rating for the stock with target price of 121 (10x P/E on FY21E EPS).
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November 20%, 2019

(T mn)
Particulars Q2FY20 Q2FY19 Y-o-Y Q1FY20 Q-0-Q
Sales 2,097 2,720 -22.9% 2,296 -8.7%
Raw Material Expenses 887 1,194 -25.7% 1,002 -11.5%
Employee Cost 184 163 12.9% 195 -5.7%
Other operating expense 548 574 -4.2% 537 1.7%
Total Expenditure 1,618 1,931 -16.2% 1,734 -6.7%
EBITDA 479 789 -39.2% 562 -14.7%
EBITDA Margin (%) 22.8% 29.0% -618 bps 24.5% -162 bps
Depreciation 77 56 37.7% 77 0.7%
EBIT 402 733 -45.2% 485 -17.1%
EBIT Margin (%) 19.2% 27.0% -780bps 21.1% -196bps
Interest 3.3 1.3 153.8% 3.2 3.1%
Other Income 24.8 32.0 -22.5% 24.7 0.4%
PBT 423 764 -44.6% 507 -16.4%
Taxes -129 236 -14.7% 180 -171.8%
PAT 552 528 4.5% 327 69%
PAT Margins% 26.3% 19.4% 691bps 14.2% 1210bps
EPS 3.34 3.20 4.5% 1.98 69%

Concall Highlights

Topline de-grew by 22.9% YoY to ¥2,097mn on the back of 8% decline in sales volumes and 15% price corrections during
Q2FY20.

EBIDTA margins came in at 22.8% on account of higher other cost as % sales which came in at 26.1% vs 21.1%/23.4% in
Q2FY19/Q1FY20 respectively.

PAT surged on account of tax reversal of ¥239mn which led to PAT growth of 4.5% YoY and 69% sequentially to I552mn. PAT
margins stood at 26.3% vs 19.4%/14.2% in Q2FY19/Q1FY20 respectively.

Exports share to topline rose to 34% in H1IFY20 and is further expected to gain traction post approval for products from Dahej
plant.

With anti-dumping duty getting discontinued, Chinese players have commenced low cost duping in India which led to shift in market
share, impacting volume as well as realizations.

Company has opted for new taxation of 22.12% + surcharge which resulted into some remeasurement of deferred tax liabilities.

The capex of 4250 mn has been completed in Q2FY20 however commercial production would start from January 2020 subject to
approvals for its products from its customers. NOCIL will incur no new capex for FY21E except for regular maintenance capex
which will be ~2% of capex.

Management stated they will end FY20E with -5% to 0% volume growth.

While the volumes in domestic markets have degrown, NOCIL Ltd witnessed up-tick in export markets (export market grew 10%
YoY in HIFY19). In USA volumes crossed ~500 MT during H1FY20.
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(¥ mn)
Income Statement (Standalone) FY17 FY18 FY19 FY20E FY21E
Net Sales 7,422 9,676 10,429 9,800 11,414
YoY Growth 3.8% 30.4% 7.8% -6.0% 16.5%
EBITDA 1,579 2,629 2,907 2,355 2,865
EBITDA Margin 21.3% 27.2% 27.9% 24.0% 25.1%
Depreciation 187 229 229 284 318
EBIT 1,393 2,400 2,678 2,071 2,546
EBIT Margins 18.8% 24.8% 25.7% 21.1% 22.3%
Interest 22 12 6 10 9
Other income 91 143 96 109 142
PBT 1,462 2,531 2,768 2,170 2,679
Tax 494 845 926 360 683
PAT 968 1,686 1,841 1,810 1,996
PAT Margin 13.0% 17.4% 17.7% 18.5% 17.5%
EPS () 5.92 10.25 11.13 10.93 12.07
(¥ mn)
Balance Sheet (Standalone) FY17 FY18 FY19 FY20E FY21E
Share capital 1,636 1,645 1,654 1,654 1,654
Reserves & Surplus 7,415 8,730 9,876 11,188 12,633
Shareholder Funds 9,050 10,374 11,531 12,842 14,287
Long term debt 50 - - - -
Short term debt S o = - -
Current liabilities & Provisions 1,191 1,626 1,547 1,451 1,697
Others 1,191 1,156 1,201 1,200 1,220
Total Equities &Liabilities 11,482 13,156 14,278 15,493 17,204
Net Block (incl CWIP) 5,215 5,418 7,591 8,807 8,989
Non- current investments 2,009 770 519 519 519
i(r?lszl;ieEn?)uwclent & Bank Balances (incl current 1,135 2,521 1,357 1,452 2,306
Inventories 1,143 1,550 1,704 1,665 1,939
Debtors 1,665 2,434 2,322 2,269 2,627
Other current assets 119 134 337 333 377
Short term loans & advances 12 - - - -
Current assets 4,074 6,639 5,720 5,719 7,248
Others 183 329 448 448 448
Total Assets 11,481 13,156 14,278 15,493 17,204

Way2Wealth Brokers Pvt. Ltd. (CIN U67120KA2000PTC027628) SEBI Rgn. No. : INH200002739 )
No. 14, Frontline Granduer, Walton Road, Bangalore-560001; Website: www.way2wealth.com Email: research@way2wealth.com \ j WAY2WEALTH
Way2wealthResearch is also available on Bloomberg WTWL<GO> A O A


https://www.way2wealth.com/
https://www.way2wealth.com/

Nocil Ltd.

No. 14, Frontline Granduer, Walton Road, Bangalore-560001; Website: www.way2wealth.com Email: research@way2wealth.com \
Way2wealthResearch is also available on Bloomberg WTWL<GO>

WAY2WEALTH
\ A COFFEE DAY COMPANY Result Updd're
Research Desk ‘Q:D: November 20t, 2019
(¥ mn)
Cash Flow Statement (Standalone) FY17 FY18 FY19 FY20E FY21E
EBT 1,462 2,531 2,767 2,170 2,679
Depreciation 187 229 229 284 318
Inc/Dec in working capital 270 -902 -400 0 -410
Others -517 -874 -958 -350 -674
CF from Operating activity 1,402 984 1,638 2,104 1,914
Inc/Dec in Fixed assets & CWIP -49 -940 1280 0] 0
Others -30 -438 -2,297 -1,500 -500
CF from Investment activity 79 -1,379 -1,018 -1,500 -500
Inc/Dec in debt -52 -59 1 0 0
Dividends paid -230 -350 -490 -499 -551
Others -23 -13 -7 -10 -9
CF from Financing activity -305 -422 -496 -509 -560
Inc/Dec in cash 1,017 -816 124 96 854
Opening balance 47 1,055 240 360 455
Other Bank balances (9) 2 (5) - -
Closing balance 1,055 240 360 456 1,309
Ratio Analysis FY17 FY18 FY19 FY20E FY21E
Profitability Ratios(%)
Gross Profit Margins 51.5 54.5 55.2 56.2 56.0
EBITDA Margins 21.3 27.2 27.9 24.0 25.1
EBITMargins 18.8 24.8 257 21.2 22.3
PATMargins 13.0 17.4 17.6 18.5 17.5
Return Ratios (%)
ROCE 15.3 23.1 23.2 16.1 17.8
ROE 10.7 16.3 16.0 14.1 14.0
ROA 8.4 12.8 12.9 11.7 11.6
Solvency& Liquidity Ratios
Net Debt/Equity 0.01 0.00 0.00 0.00 0.00
Current Ratio 3.42 4.08 3.70 3.94 4.27
Quick Ratio 2.46 3.13 2.60 2.79 3.13
Turnover Ratios
Debtor Days 81.9 91.8 81.3 84.0 84.0
Inventory Days 56.2 58.5 59.6 62.0 62.0
Payable Days 39.8 43.0 34.6 35.0 35.0
Asset Turnover 0.65 0.74 0.73 0.63 0.66
Valuation Ratios
P/E 17.9 10.3 9.5 9.7 8.8
P/BV 1.92 1.68 1.52 1.36 1.23
EV/EBITDA 5.04 3.85 3.84 5.26 4.53
EV/Sales 1.07 1.05 1.07 1.26 1.14
Shareholder Ratios
EPS ) 5.92 10.25 11.13 10.93 12.07
BVPS 55 63 70 78 86
DPS ) 1.2 1.8 2.5 2.5 2.8
Dividend Pay-out Ratio(%) 20.3 17.6 22.5 23.0 23.0
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Disclaimer

Analyst Certification: |, Yogita Desai,the research analyst and author of this report, hereby certify that the views expressed in this research
report accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part
of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in
this research. The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall
revenues of the company (Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to
achieve and maintain independence and objectivity in making any recommendations.

It is confirmed Yogita Desai, the author of this report has not received any compensation from the companies mentioned in the report in the
preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other
business. Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect,
incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information
contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to
you. Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security
or product, or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither
comprehensive nor appropriate for every individual and are solely for the informational purposes of the readers. This material does not take
into account the specific objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information
in this research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same
time. Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other
jurisdictions may be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should
inform themselves about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it
is accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no
warranties, either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of
suitability, fitness for a particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or
update the information or opinions in it. Way2Wealth or any of its affiliates or employees 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. The recipients of this report should
rely on their own investigations. In no event shall Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect,
special, incidental, consequential, punitive, lost profits, or lost opportunity, whether or not Way2Wealth has advised of the possibility of such
damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are
subject to significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These
uncertainties include but are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign
exchange rates or indices; adverse impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or
markets; increased competition; unfavorable political and diplomatic developments; change in the governmental or regulatory policies; failure
of a corporate event and such others. This is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to
participate in any particular trading strategy. No part of this material may be copied or duplicated in any form by any means or redistributed
without the written consent of Way2Wealth. In no event shall any reader publish, retransmit, redistribute or otherwise reproduce any
information provided by Way2Wealth in any format to anyone. Way2Wealth and its affiliates, officers, directors and employees including persons
involved in the preparation or issuance of this report may from time to time have interest in securities / positions, financial or otherwise in the
securities related to the information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be
treated as endorsement of the views expressed in the report.

Disclosure of Interest Statement in Nocil Ltd. as on November 20, 2019

Name of the Security Nocil Ltd.
Name of the analyst Yogita Desai
Analysts’ ownership of any stock related to the information NIL
contained
Financial Interest
Analyst : No
Analyst’s Relative : Yes / No No
Analyst’s Associate/Firm : Yes/No No
Conflict of Interest No
Receipt of Compensation No
Way2Wealth ownership of any stock related to the information NIL
contained
Broking relationship with company covered NIL
Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.
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