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Deepak Fertilisers (DFPC IN) 

Basic Materials 

Muted quarter 
 

8.5% YoY volume growth drives top line 

In 2QFY11, higher sales volumes (up 8.5% YoY) of chemicals and fertiliser, led to 15.7% 
YoY growth in revenue to `4.1bn. On a sequential basis, sales volumes remained flat at 
~138,000 tonnes. The second quarter being seasonally weak for ammonium nitrate 
sales, we expect sales of chemicals to pick up during the third and fourth quarter. 

The company has also commissioned a new ammonium nitrate plant, which has 
increased the total capacity from 132,000 tonnes to 432,000 tonnes, which is expected 
to start contributing from 3QFY11 onwards. 

EBIDTA affected by a one-time subsidy write-back 

EBIDTA for the quarter stood at `766mn, up 6.2% YoY. During the quarter, the 
company reversed `33.5mn of subsidy accounted in the previous year, after declaration 
of the final fertiliser subsidy rates. Adjusting for that, EBIDTA grew 11% YoY.  

PAT for the quarter grew 15% YoY to `414mn. 

Valuation 

The stock is currently trading at 9x and 7.5x FY11E and FY12E EPS, respectively. Going 
forward, we expect the company to benefit from improved gas availability and higher 
nitric acid volumes, which will lead to higher production of nitro phosphate and 
ammonium nitrate (AN).  

Also, the company has completed a new 300,000-tonne ammonium nitrate plant, which 
will be the company’s next growth driver. We will review our estimates and rating after 
the conference call with the management. 
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ACCUMULATE 

Sector view: Overweight 

Sector relative view: Outperform 

TP:  `175 (-3%) 

CMP:  `180  

Company data 

Shares outstanding 88mn 

Market cap        `16bn/US$0.36bn 

52-wk high/low  `199/83 

Avg daily trade vol  00(mn shrs) 

Promoter FIIs DII Others 

42.6 8.9 10.2 38.3 

Shareholding pattern (%) 

Performance (%) 

Share price movement 

Dikshit Mittal  +91 22 66399187  

dikshit.mittal@alchemyonline.com 
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Jagdish Meghnani  +91 22 66399165 
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Deepak Fertilisers Basic Materials 

Exhibit 1: Quarterly results 
2QFY10 3QFY10 4QFY10 1QFY11 2QFY11

Income from operations 3549 3668 3238 3505 4108

YoY %          (5.37)          (1.23)          (2.74)        44.62        15.74 

QoQ%        46.43           3.36       (11.72)           8.25        17.18 

Total Expenditure 2828.10 2985.00 2435.70 2581.80 3341.60

Raw  materials and purchased goods 2249 2351 1758 1871 2730

YoY %          (1.60)          (9.31)       (17.85)        49.07        21.39 

% of sales        63.36        64.09        54.27        53.36        66.45 
Staff Cost 208 223 222 244 219

Other Expenditure 371 411 456 467 393

EBITDA 721.1 683.4 802.6 923.6 766.1

YoY %       (13.94)        32.39        17.98        59.82           6.24 

Margins (%) 20.32 18.63 24.78 26.35 18.65

YoY (bps) -202 473 435 251 -167

Depreciation 160 171 163 167 170

EBIT 562 512 640 757 596

Interest 103 117 119 111 90

Other income 63 66 79 89 69

Profit before Tax 521 461 599 735 574

Exceptional Items 2 -257 3 0 0

Provision for Taxation 159 190 154 213 160
Tax rate        30.40        41.13        25.68        28.97        27.86 

Net Profit after Tax 361 529 442 522 414

YoY % -13.61 136.19 11.43 34.21 14.70

EPS 4.10 5.99 5.01 5.92 4.70

Source: Alchemy Research, Company 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Revenue increased 

15.7% YoY, led by 

8.5% growth in 

volumes. 

EBIDTA grew 6.2% 

YoY. Adjusting for 

the fertiliser subsidy 

reversal, EBIDTA 

growth was 10%. 

PAT grew 15% YoY 
to `414mn. 



 

  ALCHEMY SHARE & STOCK BROKERS PVT. LTD. 6 

JSW Steel Basic Materials 

 
The ratings are based on the absolute upside of our target price from the current price. 

 
Upside >25% Strong Buy 
Upside between 15% and 25% Buy 
Upside up to 15% Accumulate 
Downside up to 15% Reduce 
Downside >15% Sell 

 
Sector relative call

Outperform >5% upside to sector benchmark 
Marketperform +5% to -5% of sector benchmark 
Underperform >5% downside to sector benchmark 

Sector weight
Overweight  
Equal weight  
Underweight  

 
Sales 

+91 22 6639 9159 +91 22 6639 9126 +91 22 6639 9178 +91 22 6639 9161 

Trade execution 
+91 22 6639 9121 +91 22 6639 9134 +91 22 6639 9167 

    

Disclaimer 
This report has been prepared by Alchemy Share and Stock Brokers Private Limited ("Alchemy").  Alchemy is regulated by the Securities and Exchange Board of 
India.  
 
This report does not constitute a prospectus, offering circular or offering memorandum and is not an offer or invitation to buy or sell any securities, nor shall part, 
or all, of this presentation form the basis of, or be relied on in connection with, any contract or investment decision in relation to any securities. 
 
This report is for distribution only under such circumstances as may be permitted by applicable law.  Nothing in this report constitutes a representation that any 
investment strategy, recommendation or any other content contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise 
constitutes a personal recommendation.   
 
All investments involve risks and investors should exercise prudence in making their investment decisions.  The report should not be regarded by the recipients as a 
substitute for the exercise of their own judgement.  Any opinions expressed in this report are subject to change without notice and may differ or be contrary to 
opinions expressed by other business areas or groups of Alchemy as a result of using different assumptions and criteria.  Alchemy is under no obligation to update 
or keep current the information contained herein.   
 
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors.  Options, derivative products and futures are not 
suitable for all investors, and trading in these instruments is considered risky.  Mortgage and asset-backed securities may involve a high degree of risk and may be 
highly volatile in response to fluctuations in interest rates and other market conditions.  Past performance is not necessarily indicative of future results.  Foreign 
currency rates of exchange may adversely affect the value, price or income of any security or related instrument mentioned in this report.   
 
Any prices stated in this report are for information purposes only and do not represent valuations for individual securities or other instruments.  There is no 
representation that any transaction can or could have been effected at those prices and any prices do not necessarily reflect Alchemy's internal books and records 
or theoretical model-based valuations and may be based on certain assumptions.  Different assumptions, by Alchemy or any other source, may yield substantially 
different results. 
 
Alchemy makes no representation or warranty, express or implied, as to, and does not accept any responsibility or liability with respect to, the fairness, accuracy, 
completeness or correctness of any information or opinions contained herein.  Further, Alchemy assumes no responsibility to publicly amend, modify or revise any 
forward-looking statements, on the basis of any subsequent development, information or events, or otherwise. 
 
Neither Alchemy nor any of its affiliates, directors, employees or agents accepts any liability for any loss or damage arising out of the use of all or any part of this 
report.  In no event shall Alchemy be liable for any direct, special indirect or consequential damages, or any other damages of any kind, including but not limited to 
loss of use, loss of profits, or loss of data, whether in an action in contract, tort (including but not limited to negligence), or otherwise, arising out of or in any way 
connected with the use of this report or the materials contained in, or accessed through, this report.  
Alchemy and its affiliates and/or their officers, directors and employees may have similar or an opposite positions in any securities mentioned in this document (or 
in any related investment) and may from time to time add to or dispose of any such securities (or investment).  
 
The disclosures contained in the reports produced by Alchemy shall be strictly governed by and construed in accordance with Indian law.  Alchemy specifically 
prohibits the redistribution of this material in whole or in part without the written permission of Alchemy and Alchemy accepts no liability whatsoever for the 
actions of third parties in this regard.  
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8th Floor, Tower No. 1, One Indiabulls Centre, 

Senapati Bapat Marg, Elphinstone Rd, Mumbai 400 013 
Tel: +91 22 6639 9100 Fax: +91 22 6639 9119
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