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BUY 
 

Price Rs297 

Target Price Rs337 

Investment Period 12 months 

Stock Info 

Sector Chemicals 

Market Cap (Rs cr) 6,961 

Beta 0.78 

52 WK High / Low 440 / 231 

Avg Daily Volume 213131 

Face Value (Rs) 10 

BSE Sensex 14,220 

Nifty 4,253 

BSE Code   500770 

NSE Code TATACHEM 

Reuters Code TTCH.BO 

Bloomberg Code TTCH IN 

Shareholding Pattern (%) 

Promoters 29.2 

MF/Banks/Indian FIs 
30.4 

FII/ NRIs/ OCBs 10.8 
Indian Public 29.6 
 

Abs. 3m 1yr 3yr 

Sensex (%) (12.3) (1.8) 98.9 

Tata Chem (%) 7.8 (29.0) 54.4 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Strong Soda Ash prices boost Revenues: During 4QFY2008, Tata 
Chemicals’ Consolidated Revenues clocked 19.9% yoy growth to Rs1,460cr 
(Rs1,218cr) primarily driven by strong Soda Ash prices across the globe. 
Standalone Revenues increased 16.4% yoy to Rs928cr (Rs797cr) owing to 
the strong demand and firm Soda Ash prices in the domestic market. 

 
 Operating Performance marred by high Staff costs, step rise in input, 

power and fuel costs: Tata Chemical reported a dismal Operating 
performance with Consolidated OPMs declining sharply by 650bp yoy to 
12.2% (18.7%). Staff costs spiked by over 139% yoy to Rs160cr (Rs67cr) 
owing to provisioning of Rs75cr for pension liabilities of its overseas 
subsidiaries. Power and fuel costs also scaled higher by 50.6% yoy to 
Rs290cr (Rs193cr) thus further eroding OPMs. Consolidated Operating 
Profit hence declined 22.1% yoy to Rs177cr (Rs228cr). 

 
 Sale of investments boosts Other Income: During 4QFY2008, the 

company sold off some of its investments to part finance the GCIP 
acquisition, which fetched over Rs487cr. Other Income thus increased 
significantly to Rs498cr (Rs10cr). Depreciation was in line while Interest 
costs went up due to additional debt. 
 

 Normalised PAT declines 48.4%: Poor Operating performance impacted 
overall normalised Consolidated PAT (excluding Income from sale of 
investments), which plummeted by 48.4% yoy to Rs40.3cr (Rs78.1cr). 
Including the Income from sale of investments, Consolidated PAT increased 
substantially to Rs528cr (Rs78cr). Overall, the results were way below our 
expectations. 
 
 

Key Financials (Consolidated)  
 Y/E March (Rs cr)  FY2007 FY2008 FY2009E FY2010E 

 Net Sales        5,804     6,023      6,887      7,636 
 % chg  43.9 3.8  14.3 10.9 
 Net Profit  508.0 964.4  568.3 684.5 
 % chg  18.6 89.8  (41.1) 20.4 
 FDEPS (Rs)  20.9 39.6  23.3 28.1 
 EBITDA Margin (%)  17.1 16.2  16.3 16.8 

 P/E (x)  14.2 7.5  12.7 10.6 

 RoE (%)  19.8 24.5  13.6 15.1 

 RoCE (%)  13.6 21.6  13.7 15.6 

 P/BV (x)  2.5 1.8  1.7 1.6 

 EV/ Sales (x)  1.4 1.3  1.1 0.9 

 EV/ EBITDA  8.2 8.0  6.7 5.6 
Source: Company, Angel Research, Note:  FY2008 normalised PAT (Excl. Income from Sale of 
Investments) of Rs487cr. 
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Segment-wise Performance 
 
Inorganic Chemicals: Standalone Inorganic Chemicals Sales went up 17.5% yoy to 
Rs482cr (Rs410cr) owing to strong Soda Ash prices while EBIT Margins slipped by 230bp 
to 19.5% (21.7%). Domestic Soda Ash volumes jumped 6.6% yoy to 1,93,000mt 
(1,81,000mt). In the Edible Salts segment, the company maintained its leadership with 
51% marketshare in branded salts. Consolidated Inorganic Chemicals Sales went up 
19.8% yoy to Rs954cr (Rs796cr) owing to strong Soda Ash and other chemical prices 
while the Margins eroded significantly by 1,010bp to 5.8% (15.9%). Margins declined 
owing to factors like high Staff costs, rise in raw material prices, and power and fuel costs. 
For FY2008, Consolidated Inorganic Chemicals Sales went up 4.4% yoy to Rs3,291cr 
(Rs3,151cr) owing to both volume growth and increase in realisations while EBIT Margins 
slipped by 580bp to 11.1% (16.9%) on account of escalation in costs. 
 
Fertilisers: Standalone Fertiliser Sales registered 15.1% yoy jump to Rs446cr (Rs387cr) 
following the increase in realisations while EBIT Margins slipped marginally by 70bp to 
10.8% (11.5%) due to higher costs. Babrala recorded highest urea production while 
debottlenecking of the urea plant is progressing as per schedule and is expected to be 
completed by December 2008. Input costs continued to rise through the year and sulphur 
is quoting at around US $800/mt while rock phosphate is quoting at US $450/mt translating 
into a ten-fold and three-fold rise, respectively. Consolidated Fertiliser sales rose 20.1% 
yoy to Rs507cr (Rs422cr) while EBIT Margins expanded by 240bp to 14.0% (11.6%). 
Margin expansion was led by high realisations enjoyed by IMACID for its Phosphoric Acid 
Sales. During FY2008, Consolidated Fertilisers sales jumped 3.0% yoy to Rs2,732cr 
(Rs2,652cr) while EBIT Margins improved by 400bp to 14.3% (10.3%) on strong 
realisations. 
 
Outlook and Valuation 
 
FY2008 performance was impacted primarily due to escalation in raw material costs, staff 
expenses and power and fuel expenses. Since the product prices failed to track the rising 
input costs, Operating Margins were impacted severely. The capacity expansion at 
Magadi, Kenya is still facing some problems. The company integrated GCIP during March, 
effects of which will come in consolidated statements 1QFY2009 onwards. We remain 
positive over the medium-term outlook for Tata Chemicals’ products. However, we believe 
that Margin pressure will take a toll on the overall performance of the company. 
Additionally, financing costs for the GCIP acquisition are also likely to further scale up 
owing to the rise in interest rates across the globe. 
 
Accordingly, we have reworked our numbers and await GCIP’s numbers. We believe that 
escalating input costs are likely to impact Tata Chemicals’ performance in the near term. 
Based on our revised estimates, the stock is available at 10.6x FY2010 FDEPS of Rs28.1 
and P/BV of 1.6x. We have not consolidated GCIP numbers in our estimates. 
We maintain a Buy, with a revised Target Price of Rs337 (Rs394). 
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Exhibit 1: Profit & Loss Statement (Standalone ) 
 Y/E March (Rs cr)  4QFY2008 4QFY2007 %chg FY2008 FY2007 %chg 
 Net Sales           928          797 16.4     4,076    3,985 2.3 
 COGS            364           309 17.8      1,928     2,008 (4.0) 
 Total operating expenditure            788           660 19.4      3,359     3,315 1.3 
 EBITDA        140.0       137.4 1.9     717.0    669.7 7.1 
 EBITDA Margin (%)  15.1 17.2 17.6  16.8   
 Other Income  497.7 12.6 566.6  97.8   
 Foreign exchange (Gain)/ Loss (1.0) (25.0) (95.8) (34.6) (25.0) 38.5 
 Depreciation  38.1 38.2 (0.3) 148.8  150.4 (1.1) 
 Interest  7.0 0.1 12.3  8.2 49.6 
 PBT  593.7 136.7 334.3  1157.1  633.8 82.6 
 PBT Margin (%)  41.7 16.9 24.9  15.5   
 Total Tax  33.7 40.6 (17.1) 204.6  184.6 10.9 
 % of PBT  5.7 29.7 17.7  29.1   
 FBT  0.0 1.7 (100.0) 3.3  5.1 (34.7) 
 PAT  560.0 94.4 493.0  949.2  444.2 113.7 
 Exceptional items  0.0 0.0 0.0  0.0   
 Adj. PAT  560.0 94.4 493.0  949.2  444.2 113.7 
 PAT Margin (%)  39.3 11.7 20.4  10.9   
 Normalised PAT*  72.5 94.4 (23.2) 461.7  444.2 3.9 

Source: Company, Angel Research, Note: Excluding Income from sale of investments  
 
 
Exhibit 2: Segment-wise Break-up (Standalone) 
 Y/E March (Rs cr)  4QFY2008 4QFY2007 %chg FY2008 FY2007 %chg 
 Inorganic Chemicals  482 410 17.5  1,586  1,519 4.4 
 Fertilisers  446 387 15.1  2,490  2,466 0.9 
 Total  928 797 16.4  4,076  3,985 2.3 
    
 Segment EBIT    
 Inorganic Chemicals  94 89 5.2  347  365 (4.8) 
 % EBIT  19.5 21.7 21.9  24.0   
 Fertilisers  48 44 8.0  329  237 38.9 
 % EBIT  10.8 11.5 13.2  9.6   
 Total  142 134 6.2  677  602 12.4 
 % EBIT  15.3 16.8 16.6  15.1   
 Less:    
 Interest  45 (16) 12  8 49.6 
 Other unallocated expenditure  (497) 13 (493) (40)   
 Total   (452) (3) (480) (32)   
    
 Total PBT  594 137 334.3  1,157  634 82.6 
 % PBT  64.0 17.2   28.4  15.9   

Source: Company, Angel Research 
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Exhibit 3: Profit & Loss Statement (Consolidated ) 
 Y/E March (Rs cr)  4QFY2008 4QFY2007 %chg FY2008 FY2007 %chg 
 Net Sales        1,460       1,218 19.9     6,023    5,804 3.8 
 COGS            486           384 26.7      2,295     2,361 (2.8) 
 Total operating expenditure         1,283           990 29.5      5,048     4,810 4.9 
 EBITDA        177.5       227.8 (22.1)    975.2    993.6 (1.9) 
 EBITDA Margin (%)  12.2 18.7 16.2  17.1   
 Other Income  497.7 10.3 4,713.5  566.7  97.8 479.8 
 Foreign exchange (Gain)/ Loss  0.3 (11.8) (102.5) (76.7) (25.0) 206.7 
 Depreciation  79.3 73.8 7.5  313.8  273.9 14.6 
 Interest  31.5 23.5 34.0  128.9  94.4 36.5 
 PBT  564.1 152.6 269.6  1175.9  748.1 57.2 
 PBT Margin (%)  28.8 12.4 17.8  12.7   
 Total Tax  36.4 72.9 (50.1) 208.2  235.0 (11.4) 
 % of PBT  6.5 47.8 17.7  31.4   
 FBT  0.0 1.7 (100.0) 3.3  5.1 (34.7) 
 PAT  527.7 78.1 576.1  964.4  508.0 89.8 
 Exceptional items  0.0 0.0 0.0  0.0   
 Adj. PAT  527.7 78.1 576.1  964.4  508.0 89.8 
 PAT Margin (%)  27.0 6.4 14.6  8.6   
 Normalised PAT*  40.3 78.1 (48.4) 476.9  508.0 (6.1) 

Source: Company, Angel Research, Note: Excluding Income from sale of investments 
 
Exhibit 4: Segment-wise Break-up (Consolidated ) 
 Y/E March (Rs cr)  4QFY2008 4QFY2007 %chg FY2008 FY2007 %chg 
 Inorganic Chemicals  954 796 19.8  3,291  3,151 4.4 
 Fertilisers  507 422 20.1  2,732  2,652 3.0 
 Total  1,460 1,218 19.9  6,023  5,804 3.8 
    
 Segment EBIT    
 Inorganic Chemicals  56 127 (56.2) 364  532 (31.6) 
 % EBIT  5.8 15.9 11.1  16.9   
 Fertilisers  71 49 44.6  390  272 43.4 
 % EBIT  14.0 11.6 14.3  10.3   
 Total  127 176 (28.1) 754  804 (6.3) 
 % EBIT  8.7 14.5 12.5  13.9   
 Less:    
 Interest  32 24 34.0  129  94 36.5 
 Other unallocated expenditure  (469) 0 (551) (38)   
 Total   (437) 24 (422) 56   
    
 Total PBT  564 153 269.6  1,176  748 57.2 
 % PBT  38.6 12.5   19.5  12.9   

Source: Company, Angel Research 
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