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CMP TARGET RATING RISK 

Rs 60 Rs 80 HOLD HIGH 

 

BSE NSE BLOOMBERG 

500119 DHAMPUR DSM IN 

Company data 

Market cap (Rs mn / US$ mn) 3,167 / 71 

Outstanding equity shares (mn) 53 

Free float (%) 57.4 

Dividend yield (%) 2.7 

52-week high/low (Rs) 159 / 34 

3-month average daily volume  239,307 

Stock performance 

Returns (%) CMP 1-mth 3-mth 6-mth 

Dhampur 60 (12.7) (53.8) (45.0) 

Sensex 17,503 (1.2) 7.0 9.0 
 

P/E comparison 
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Valuation matrix 

(x) SY08 SY09 SY10E SY11E 

P/E @ CMP 14.6 5.6 1.5 3.3 

P/E @ Target 19.5 7.5 2.0 4.4 

EV/EBITDA @ CMP 8.7 5.2 2.4 4.0 

 

Dhampur Sugar Mills Ltd 
Sugar business tumbles; power holds up bottomline 

Strong performance of the power business partially compensated for Dhampur 
Sugar’s (DSM’s) measly performance in the sugar business during Q2SY10. On 
account of a sharp decline in volumes, the operating profits of its sugar business 
nosedived to Rs 1mn in Q2SY10, as against Rs. 79mn in Q2SY09 and Rs 744mn 
in Q1SY10. We maintain our Cautious stance on the sugar sector as supply is 
expected to outstrip demand in the coming years, and thus have an adverse 
impact on the profitability of domestic sugar companies. Maintain Hold. 

Better realisations aid sugar revenues: DSM recorded a multi-fold rise in its 
Q2SY10 revenues to Rs 3bn, primarily driven by higher sugar and power 
revenues. Although higher realisations shored up sugar revenues, poor volumes 
led to a much steeper drop in the operating profit of this business to Rs 1mn in 
the quarter.  

Power business outperforms: Despite higher raw material costs (bagasse), the 
power business reported a healthy EBIT margin of 25.1% in Q2SY10 versus 
32.7% in Q2SY09. Correspondingly, its power business contributed 93% to the 
company’s aggregate operating profit in the quarter, as against a paltry 0.3% last 
year. DSM’s EBITDA margin contracted to 19.1% in the quarter from 52% in 
Q2SY09 and ~33% in Q1SY10. 

Net profits plunge: In line with the company’s lacklustre operating performance, 
net profits slid 4.4% YoY and ~79% QoQ to Rs 124mn.  

 

Quarterly Performance 

YE Sep (Rs mn) Q2SY10 Q2SY09 % YoY 
change 

Q1SY10 % QoQ
change

Revenues 3,015 1,108 172.2 3,441 (12.4)

EBITDA 576 576 0.0 1,120 (48.6)

Profit after Tax (PAT) 124 130 (4.4) 578 (78.6)

Segmental Gross Revenues (Rs mn)   

Sugar 3,188 1,200 165.7 3,160 0.9

Alcohol 1,684 816 106.4 1,098 53.4

Cogen 234 38 509.7 206 13.8

Segmental EBIT margin (%)    

Sugar 0.0 6.5 (649bps) 23.5 (2350bps)

Power 25.1 32.7 (760bps) 23.5 160bps

Alcohol 10.4 39.7 (2930bps) (11.6) NA

Source: RCML Research, Company 

 

 



 
 
 

 

Dhampur Sugar Error! Reference source not found. 29 April 2010 

 
2 

  

 

 

Coverage Profile 

By recommendation By market cap (US$) 

30

8

62

0

20

40

60

80

Buy Hold Sell 

(%)

 

59

34

7

0

20

40

60

> $1bn $200mn - $1bn < $200mn

(%)

 

 
 

Recommendation interpretation 

Recommendation Expected absolute returns (%) over 12 months 

Buy More than 15% 

Hold Between 15% and –5% 

Sell Less than –5% 

Recommendation structure changed with effect from March 1, 2009 

 

 

Expected absolute returns are based on share price at market close unless otherwise stated. Stock recommendations are based on absolute upside (downside) and have a  
12-month horizon. Our target price represents the fair value of the stock based upon the analyst’s discretion. We note that future price fluctuations could lead to a temporary 

mismatch between upside/downside for a stock and our recommendation.  
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Disclaimer 

This document is NOT addressed to or intended for distribution to retail clients (as defined by the FSA). 
This document is issued by Religare Capital Markets plc (“RCM”) in the UK, which is authorised and regulated by the Financial Services Authority in connection with its UK 
distribution. RCM is a member of the London Stock Exchange. 

This material should not be construed as an offer or recommendation to buy or sell or solicitation of any offer to buy any security or other financial instrument, nor shall it, or 
the fact of its distribution, form the basis of, or be relied upon in connection with, any contract relating to such action or any other matter. The material in this report is based 
on information that we consider reliable and accurate at, and share prices are given as at close of business on, the date of this report but we do not warrant or represent 
(expressly or impliedly) that it is accurate, complete, not misleading or as to its fitness for the purpose intended and it should not be relied upon as such. Any opinion 
expressed (including estimates and forecasts) is given as of the date of this report and may be subject to change without notice.  

RCM, and any of its connected or affiliated companies or their directors or employees, may have a position in any of the securities or may have provided corporate finance 
advice, other investment services in relation to any of the securities or related investments referred to in this document. Our asset management area, our proprietary trading 
desks and investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this briefing note. 

RCM accepts no liability whatsoever for any direct, indirect or consequential loss or damage of any kind arising out of the use of or reliance upon all or any of this material 
howsoever arising.  Investors should make their own investment decisions based upon their own financial objectives and financial resources and it should be noted that 
investment involves risk, including the risk of capital loss. 

This document is confidential and is supplied to you for information purposes only. It may not (directly or indirectly) be reproduced, further distributed to any person or 
published, in whole or in part, for any purpose whatsoever. Neither this document, nor any copy of it, may be taken or transmitted into the United States, Canada, Australia, 
Ireland, South Africa or Japan or into any jurisdiction where it would be unlawful to do so. Any failure to comply with this restriction may constitute a violation of relevant 
local securities laws. If you have received this document in error please telephone Nicholas Malins-Smith on +44 (0) 20 7382 4479. 

 


