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Nifty 9,315 o
Sensex 31,605 Key Result Highlights — Q4FY20
» GMM Pfaudler’s top-line de-grew by 5.3% Y-o-Y to <€1318mn primarily on account of
Key Stock Data shutdown led by Covid-19 pandemic; however management indicated it is seeing good
CMP 33677 traction across its user industries such as specialty chemicals, agrochemicals and
Market Cap (Xmn) 53,749 pharmac.euficols. )
52W High /Low 24090/31150 » EBITDA in Q4FY20 stood at 225mn up ~13.4% Y-o-Y on the back of lower raw material
costs and lower labour charges. Raw material costs and labour charges plunged 16% YoY
and 11% YoY to ¥553mn and ¥80mn respectively in the mentioned period. Company’s
Shareholding pattern Mar 2020 EBITDA margins were up at 17.1% from 14.2% in Q4FY19.
Promoters 75.0% » Company’s PAT plunged 12.9% Y-o-Y to <116mn in Q4FY20 on account of higher
Fll 0.4% depreciation expense and lower other income while PAT margins stood around ~8.8% vs.
DIl 2.0% 9.6% in the mentioned period.
Public & Others 22.6%
Earnings Highlights
(Zmn) » Covid-19 pandemic impacted the top-line performance — GMM Pfaudler’s top-line
plunged 5.3% Y-0-Y in Q4FY20 to %1,318mn from Z1,391mn primarily on an account of
Parficulars s e AL shutdown (company reported a deferral revenue loss of I300mn) due to Covid-19
ieifSales 057 Bi020 UL pandemic. However, management indicated it is seeing good traction from user industries
EBITDA 621 770 1 such as specialty chemicals, agrochemicals & pharmaceuticals. GLE segment recorded 9%
Netifrofi <24 B0 ZUL YoY growth while non-Glass lined equipment segment registered de-growth of 60% YoY
EPS ¥/ share) 292 34.6 48.7 in Q4FY20. For the full year ending March 2020, top-line surged by ~18% YoY to
RoNW (%) 18.7% 18.8% 20.7% Z5911mn from ¥5,026mn in FY19.
RoCE (%) 23.0% 24.5%  26.3% » Lower Operating Expense drove EBITDA — Operating Profit for the quarter stood at

P/EX) 125.9 106.3 756 $225mn up 13.4% YoY on the back of lower raw material and labour costs. Raw material

Source: Company Data, Way2Wealth st Equity costs and Labour costs plunged 16% & 11% YoY to I553mn and I80mn respectively in
QA4FY20. Profit after Tax plunged 12.9% Y-o0-Y to ¥116mn in Q4FY20 on account of
higher depreciation expense and lower other income. Other income reduced by 70% YoY
to I7mn and depreciation expense grew by139% YoY to ¥59mn in the mentioned period.
In FY20, despite subdued Q4FY20, company’s top-line grew by ~18% on the back of
robust performance across segments and EBITDA rose by 44% to 111 1mn with EBITDA
margins at highest level of 18.8%.

» Capex and earnings outlook — Management is confident of achieving 15% Y-o-Y growth
in terms of topline and sustaining EBITDA margins at ~19% in FY21E. Also management
indicated company is on track w.r.t strategic revenue guidance plan namely UDAAN,
targeting ¥10,000mn by FY23E & 13,000mn by FY25E. Further management has
envisaged capex of ¥100mn for FY21E and capex of I500mn (dedicated for GLE and
add 500 EUs to company’s existing capacity) for new unit spread over FY21E & FY22E
and funded by internal accruals. With commissioning of new gas furnaces in H2FY20E,
robust order-backlog of ¥3500mn, cost saving measures, increasing enquires from new
customers, we believe company is on strong growth path and is likely to register higher
numbers post FY21E.

Valuation & Recommendation

Yogita Desai

Tel: +9122-4019 2910 Q4FY20 numbers of GMM Pfaudler were impacted by shutdown led by Covid-19 pandemic,
yogitadesai@way2wealth.com however its FY20 numbers stood higher on the back of robust order-backlog and cost control

measures. We envisage GMM Pfaudler Ltd to report lower earnings in FY21E on account of
drop in capacity utilization (subdued demand) due to uncertainty surrounding Covid-19
situation and lockdown restriction, however we believe company’s earnings will improve post
FY21E on account of commissioning of new gas furnaces in H2FY20E, strong order-backlog of
I3500mn, higher performance of its subsidiary (Mavag), demand recovery across all its
segments. At CMP of ¥3677 GMM Pfaudler Ltd is trading at ~75.6x FY20 P/E &~55x
FY22E P/E (as per consensus estimates) however, currently, we have kept the stock under
review for rating/ recommendation.
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Quarterly Financials (Consolidated)

(T mn)
Particulars Q4FY20 Q4FY19  Y-0-Y(%) Q3FY20 Q-0-Q(%)
Sales 1,318 1,391 -5.3% 1,560 -15.5%
Raw Material Expenses 553 659 -16.0% 685 -19.2%
Employee Cost 228.3 196 16.2% 218.3 4.5%
Labour Charges 80.3 90 -10.6% 86.3 -6.9%
Other operating expense 231.1 248 -6.8% 266.2 -13.2%
Total Expenditure 1,093 1,193 -8.4% 1,255 -12.9%
EBITDA 225 198 13.4% 304 -26.2%
EBITDA Margin (%) 17.1% 14.2% 280 bps 19.5% -246 bps
Depreciation 59 25 139% 59 0.2%
EBIT 166 174 -4.4% 246 -32.4%
EBIT Margin (%) 12.6% 12.5% 11 bps 15.8% -316 bps
Interest 9 3 169% 9 -4.1%
Other Income 7 24 -70.2% 34 -79%
PBT 164 195 -15.6% 271 -39.3%
Taxes 48 62 -21.6% 60 -19.5%
PAT 116 133 -12.9% 211 -44.9%
PAT Margins% 8.8% 9.6% -76 bps 13.5% -470 bps
EPS 7.9 9.1 -12.9% 14.4 -44.9%

Concall Highlights

>

Management highlighted business was hit by shutdown led by Covid-19 pandemic and
recorded a revenue loss of ¥300-400mn in Q4FY20. The loss came up as GMM couldn’t ship
the order to their Middle East client due to lockdown followed by higher fixed costs.

Management guided 15% YoY growth in terms of topline and sustaining of ~19% EBITDA
margins for FY21E. Also indicated that company is on track wrt strategic revenue guidance
plan namely UDAAN, targeting 310,000mn by FY23E & ¥13,000mn by FY25E.

It has order backlog of ~%3,500mn in terms of all segments as on April 2020. Out of total
order book, 90% pertains to new orders and 10% to replacement demand. Additionally
Mavag also has strong order backlog of Swiss Franc 12 mn (¥940mn).

Management indicated capex of T100mn for FY21E funded by internal accruals and new
capex of I500mn spread over FY21E & FY22E. This capex of ¥500mn would be dedicated
for GLE and add 500 EUs to company’s existing capacity of 2400 EUs and generate I750-
1,000mn in its 15t year of operation.

Pharmaceuticals, agrochemicals/specialty chemicals and oil & gas segments constituted 35%,
55% and 10% respectively to overall revenue in Q4FY20.

Company recently received orders from SRF, Pl industries, Divis Labs, DCM Shriram,
Meghmani Organics and Aarti Industries etc and expects increasing enquires and orders
going ahead.

Exports contribute 10-12% of total sales for Q4FY20.
Factory has started functioning from April 6, 2020 onwards after 2 weeks of shutdown.

As of March 2020, company was functioning at 90% capacity utilization and currently
operates over 70% after restarting. Management guided all workers in its GMM
Ahmedabad unit are local workers hence ramp-up of planned capex would not see any
delay.

Company currently runs with 1 electric furnace and 1 gas furnace and has planned 2 gas
furnaces which would come up in August-September 2020, post which manufacturing
capacity would increase to 2700-2800 EUs.
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(¥ mn)
Income Statement FY17 FY18 FY19 FY20
Net Sales 3530 4057 5026 5911
YoY Growth 20.9% 14.9% 23.9% 17.6%
EBITDA 475 621 770 1111
EBITDA Margin 13.5% 15.3% 15.3% 18.8%
Depreciation 82 98 110 211
EBIT 393 523 660 900
EBIT Margin 11.1% 12.9% 13.1% 15.2%
Interest 9 10 12 35
Other income 57 94 85 58
PBT 441 607 733 923
Tax 129 180 227 212
PAT 311 427 506 711
PAT Margin 8.8% 10.5% 10.1% 12.0%
EPS R) 21.3 29.2 34.6 48.7

(¥ mn)
Balance Sheet FY17 FY18 FY19 FY20
Share capital 29.2 29.2 29.2 29.2
Reserves & Surplus 1,909 2,248 2,660 3,400
Net worth 1,938 2,278 2,689 3,429
Long term debt - - - 177
Deferred Tax Liabilities 26.6 45.2 53.4 50.1
Long Term Provisions 81.7 125.7 154.5 134.3
Total Non-Current Liabilities 1,08.3 1,70.9 2,07.9 3,61.0
Short term debt - - - 112
Creditors 546.1 609 639 642
Other Current Liabilities 571.4 800 778 843
Short Term Provisions 19.8 29.1 30.1 48
Total Current Liabilities 1,137.2 1,438 1,447 1,645
Total Liabilities 3,184 3,886 4,344 5,435
Net Block 497 627 653 1277
CWIP 19.9 27.6 49.5 15.9
Goodwill 114.7 121.3 123.4 198
Non-Current Investments 8.9 8.8 4.7 4.7
Long term Loans and Adv 9.2 - - -
Other Non-Current Assets 3.7 18.2 63.8 40.1
Total Non-Current Assets 653 803 894 1535
Investments 451 497 472 357
Inventories 822 956 1155 1258
Debtors 699 505 672 743
Cash &Bank Balances 316 668 758 764
Other Current Assets 46 454 313 608
Loans & Advances 196 3 80 170
Total Current Assets 2,531 3,083 3,449 3,899
Total Assets 3,184 3,886 4,344 5,435
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(¥ mn)

Cash Flow Statement FY17 FY18 FY19 FY20
EBT 441 607 733 923
Depreciation 82 98 110 211
Inc/Dec in working capital 494 641 808 1280
Others -792 -668 -1380 -2147
CF from Operating activity 224.6 677.4 270.4 267
Inc/Dec in Fixed assets & CWIP -143 -234 -139 -35.4
Other Investments -71.5 -8.2 58.6 -462
CF from Investment activity -214.5 -242.0 -80.6 -497.0
Debt Raised (0] 0 0 -65
Dividend -54 -70 -87 -79
Other Financing Activities -9.0 -10.3 -11.7 98.1
CF from Financing activity -62.6 -80.7 -98.3 -46.4
Inc/Dec in cash -52 355 88.5 -276
Opening balance 363 311 666 757
Closing balance 311 666 757 478
Ratios FY17 FY18 FY19 FY20
Margins

EBITDA margin 13.5% 15.3% 15.3% 18.8%
EBIT Margins 11.1% 12.9% 13.1% 15.2%
PAT Margin 8.8% 10.5% 10.1% 12.0%
Profitability Ratios

Return on Equity (ROE) 16.1% 18.7% 18.8% 20.7%
Return on Assets (ROA) 9.4% 10.5% 11.6% 13.1%
Return on Cap Employed (ROCE) 20.3% 23.0% 24.5% 26.3%
Valuation Ratios (x)

P/E 172.7 125.9 106.3 75.6
EV/EBITDA 112.5 85.5 68.8 48.8
EV/Sales 15.1 13.1 10.5 9.0
EV/EBIT 136.0 101.5 80.3 59.4
Leverage Ratio (x)

Current Ratio 2.2 2.1 2.4 2.4
Quick Ratio 1.5 1.5 1.6 1.6
D/E 0.0 0.0 0.0 0.0
Turnover ratios

Days sales of inventories o/s 98 102 99 96
Days Sales of AR o/s 72 45 49 46
Accounts payable 65 65 55 49
Per share

EPS ]) 21.3 29.2 34.6 48.7
BV (3) 132.6 155.8 184.0 234.6
CEPS ) 15.37 46.35 18.49 18.3
DPS () 3.0 4.0 4.9 6.6
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Disclaimer

Analyst Certification: |, Yogita Desai, the research analysts and authors 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 authors 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; unfavourable 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 GMM Pfaudler Ltd. as on May 28, 2020

Name of the Security GMM Pfaudler 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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