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Rashtriya Chemicals and Fertilizers Ltd (RCF) is a leading urea player in the fertilizer 
industry. Urea alone contributes 46% of the top line. The company also manufactures and 
markets other fertilizers such as Complex Fertilizers, DAP, MOP, and SSP as well as 
industrial chemicals such as Methanol, Ammonia, Ammonium Nitrate Melt, 
Methylamines, and Ammonium bi-carbonate. Rubber, chemical, pharmaceutical, dyes, 
leather and real estate industries are the key customers for the industrial products.      

Investment Rationale 

 Capacity expansion to boost top-line growth- The ammonia and urea capacity 
expansion in Q1FY13 is likely to boost the company’s top-line growth FY13 onwards. 
In addition to that, RCF has huge capacity expansion plans in urea, ammonia, nitric 
acid, SSP, ammonium nitrate at Thal and Talcher, which will be funded with the 
combination of debt and equity. 

 Government divestment is likely to improve performance as well as liquidity in the 
stock. 

 RCF is planning to do long term contract for one of the key raw material named rock 
phosphate to ensure uninterrupted supply, which is likely to improve margins. 

 The expected urea investment policy is likely to encourage capital investment in the 
urea segment. This could reduce dependency on import that may decrease Govt 
expenditure too some extent. 

 RCF has entered into Joint Venture with FACT in FY13 for manufacturing of plaster 
wall and panel which are sold mainly to the builders.     

 

Exhibit. RCF – Financial Performance at a glance 
 
 

Particulars (`in Mn) FY2010 FY2011 FY2012 FY2013E FY2014E
Revenue 56,927.90  55,244.00  64,337.10  75,291.84      90,825.60     
Growth(%) ‐32% ‐3% 16% 17% 21%
EBITDA 3,910.00    4,000.50    3,995.00    4,675.62         6,366.87       
EBITDA Margins 6.87% 7.24% 6.21% 6.21% 7.01%
Net Profit 2,343.20    2,446.80    2,488.40    2,994.43         3,819.51       
Net Pofit Margins 4.12% 4.43% 3.87% 3.98% 4.21%
Net Profit Growth 11% 4% 2% 20% 28%
EPS 4.25            4.44            4.51             5.43               6.92               
BVPS 33.27         36.44         39.33          44.75              51.68             
P/E 18.72         17.93         12.56          9.65               7.57               
P/BV 2.39            2.18            1.44             1.17               1.01               
ROE 13% 13% 12% 13% 14%
EV/EBITDA 12.68 11.21 9.38 9.77 7.90

Source: Company Data, Microsec Research 

 

 

 

RCF- Good Bet In Urea Segment 

BUY  Sector- Fertilizer 

Current Market Price (INR) 52.40
Target Price (INR) 62.00
Upside (%) 18%
52 Week High/ Low (INR) 73.45 / 42.15
Market Capitalization (In INR Mn) 28,908.45

Market Data 

BSE Code 524230
NSE Code RCF 
Bloomberg Ticker RCF IB
Reuters Ticker RSTC.BO
Face Value (INR) 10.00
Equity Share Capital (In INR Mn) 5,516.88                
Average P/E 17.5x
Beta vs Sensex 1.18
Average Daily Volume 278,569                 
Dividend Yield 2.7%
PEG Ratio NA

STOCK SCAN
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Company Overview 

Rashtriya Chemicals and Fertilizers Ltd (RCF) was incorporated in the year of 1978. Till 1992, the company was a wholly- 
owned PSU. During 1992-1993, 7.5% stake was divested to financial institutions, public.  

RCF engages in the production and marketing of Urea, Complex Fertilizer, Methanol, Nitric Acid, Ammonium bi 
Carbonate, Methylamines, Ammonium Nitrate Melt, Sodium Nitrate, Formic Acid, Di-ammonium Phosphate, and 
Muriate of Potash. The company has started manufacturing of Water Soluble MAP (19:19:19) four months back. In 
addition to that, company is manufacturing Neem Coated Urea of 5 Lakh MT capacity and Boronated Suphala (15:15:15) of 
1.5 Lakh Ton capacity, which are sold for 5% higher than its base product. These two products contribute higher profits of 
`200/ton and `300/ton respectively.  

   Segment-wise Revenue Contribution                                                                   Product-wise Revenue Contribution                                  

 

 

 

 

 

 

 

 
     Microsec Research, Company Data                                                                                                                   Microsec Research, Company Data 

 

                                                Sales Trend (in ` Mn) 
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Through the brands of Ujjawala (urea), Microla (Liquid Micronutrients), Biola (bio-fertilizer), Sujala (complex fertilizer) 
and Suphala (complex fertilizer), RCF caters the need of the farming community.  

 

 

 

 

 

Brand Product Market Share
Ujjawala Urea containing 46% of Nitrogen 11%
Microla Liquid Micro Nutrients 8%
Biola Bio Fertilizer used as Phosphatic Fertilizer 11%
Suphala Complex Fetilizer 9%
Sujala Water Soluble Fertilizer 8%

Product 2010 2011 2012
Urea 9,737.30     11,047.30   11,008.60  
Complex Fertilizers 2,484.50     3,516.80     6,026.70    
Specialty Fertilizers 445.60        459.20        414.30       
Traded Fertilizers 7,801.80     7,092.20     9,571.70    
industrial Chemicals 7,172.80     7,262.50     8,656.10    

Microsec Research, Company Data 
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With the help of 7,000 dealers across India (20 states) and E-Choupal (ITC hub), the company is promoting its products. 
RCF offers free of cost soil testing service to diagnose soil health and evolve soil specific and crop specific solutions. 
Through the monthly magazine of “Trombay Sheti Patrika”, RCF provides latest agricultural information to the farming 
community; the membership of this magazine is increased from 10,000 to110,000 during the period of 1967-68 to 2000.  

State-wise distribution of dealers                                                                               Consumption of Raw materials Ratio (Imported: indigenous)                                       

 

 

 

 

 

 

 

 
Microsec Research, Company Data                                                                                                                         Microsec Research, Company Data 

RCF uses rock phosphate, muriate of potash, mono-ammonium phosphate and natural gas as main raw materials. Out of 
these, the company imports ~38% of its raw materials.. The company has Research & Development centre at Mumbai 
which was established in the year of 1965 to development of new products. Total fifteen employees are there, most of 
those are engineers.  

   Key Raw Materials 

 

 

 

 
     Microsec Research, Company Data 

RCF has manufacturing facilities at Trombay (Utilization rate 85%) in Mumbai and Thal (Utilization rate 100%) in Raigad 
District. During 1992, RCF entered into the Technical Assistance Agreement with Haldor Topsoe, Denmark for technical 
up-gradation of ammonium plant at Thal. Furthermore, the collaboration with the Institute of Chemical Technology 
(ICT), Matunga helps RCF in the area of energy optimization, environmental engineering and quality improvement in the 
fertilizer field. RCF has 700 acre land at Chembur and the market value of that land is around `65,000 crore but any 
liquidation is unlikely to happen in the near term.  

 

 

 

 

 

 

Raw Material Supplier (Country) % of Contribution
Rock Phosphate Jordan, Morocco, Egypt 12%
Muriate of Potash Russia, Belarus 13%

Natural Gas India (GAIL) 48%
Mono‐Ammonium Phosphate China, Russia, India 10%

Microsec Research, Company Data 

Manufacturing Unit Products Capacity Certification
Trombay Urea 4 lakh Ton ISO‐14001,                 

Complex fertilizers 6.5 lakh Ton OSHAS‐18001
Industrial Chemicals 1.25 Lakh Ton

Thal Urea 20 Lakh Ton ISO 9002,  ISO‐14001, 
Industrial Chemicals 25,000 Ton OSHAS‐18001
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Investment rationale 

 Capacity Expansion to boost top-line growth for the long term: The capacity of ammonia and urea has increased from 
3000 MTPD to 3500 MTPD and 5173 MTPD to 6000 MTPD in Thal revamp which has completed in Q1 FY13. This 
project has increased capacity as well as led to energy saving of 0.4 GCal per MT of urea.  

          Thal Revamp 

 

 
          Microsec Research, Company Data 

 

RCF has capital investment plan at Thal and Talcher which includes capacity addition of urea and ammonia at Thal III, 
Coal gasification at Talcher and SSP plant along with sulphuric acid plant at Thal. These three projects are likely to 
improve top-line as well as margins for the long term, but none of the project has started yet.   

Thal III Project 

 

 

 

 
Microsec Research, Company Data 

 
RCF is likely to enter into a Joint Venture agreement with Fertilizer Corporation of India Ltd & Coal India for producing 
urea-ammonia complex. Lurgi, Sasun, L&T are likely to be the technological suppliers and are likely to invest `3000 cr all 
together. Coal India is likely to supply coal at a much cheaper rate than market price and in return it is likely to get 
Ammonium Nitrate Melt, which would be used in explosion for breaking stone.  

Coal Gasification at Talcher 

 

 

 

 
Microsec Research, Company Data 

 

Price Trend of Ammonia                                                                                                 Price Trend of Coal 

 

 

 

 

 

 

Microsec Research, Company Data 

Project Details Capacity Before Project Capacity After Project Investment Status
Ammonia‐ 3000 MTPD Ammonia‐ 3500 MTPD
Urea‐ 5173 MTPD Urea‐ 6000 MTPD

Thal Revamp `450 Cr Completed

Project Details Capacity Investment Route Status Utilization Raw Material
Capacity addition of Urea & 
ammonia

Urea‐ 1.2 Mn Ton                   
Ammonia‐0.73 Mn Ton

`4200 Cr Debt‐ `2800 Cr  
Equity‐`1400 Cr

Take 2‐3 months of PIP clearance. 
Expected starting date June CY2013 & 
take 3years to start commecialisation 
of production

95%‐1st year      
98%‐2nd year 
onwards

Natural Gas which 
is likely to be 
supplied by GAIL & 
RIL (50:50)

Project Details Capacity Investment Route Status Equity Holding (%)
Joint Venture with Fertilizer 
Corporation of India Ltd & 
Coal India for producing urea‐
ammonia complex.

Urea‐ 1.27 Mn Ton                
Ammonia‐0.89 Mn Ton         
Nitric Acid‐0.28 Mn Ton        
Ammonium Nitrate‐0.33 
Mn Ton

`7200 Cr `3000 Cr Lurgi,Sasun, L&T       
`2800 Cr‐Debt                         
`1400 Cr‐Equity 

It is likely to take 1 year for approval. 
Expect to tale more than 3 years for 
completion from the day of starting 
the project

Coal India‐51%        
RCF‐38%                   
FCI‐11%        
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The company is likely to set up SSP manufacturing plant along with sulphuric acid plant at Thal. Rock phosphate, used as 
one of the key raw materials, would be coming from Jordon, Morocco, Tunisia, Iran or Egypt. In addition to that, RIL, 
HPCL, BPCL, IOC are likely to supply sulphur, which will be converted to sulphuric acid at Thal.  

SSP Plant at Thal 

 

 
 

Microsec Research, Company Data 

 

 Govt divestment to increase liquidity and fuel future investment. Govt is likely to divest its stake in next 6 
months and its holding may come down from 92.5% to 75%. This is likely to increase the liquidity of the stock 
as well as performance of the company. Govt may give the money to RCF for future investment or utilize the 
money to revive other sick fertilizer companies. 

 Long term contract for raw material to improve margins. The company is planning to have a long term contract 
for Rock phosphate in Jordon to assure uninterrupted supply of the raw material. Through this contract, RCF is 
likely to get rock phosphate at 8-10% cheaper price than the market price, which is likely to improve margins.  

 

Price Trend of Rock Phosphate                                                                       Price Trend of Urea 

 

 

 

 

 

 

 
Microsec Research, Company Data 

 

 The New Urea Investment Policy likely to be positive for the company. The new policy expects to encourage 
capital investment to reduce import dependency on urea by Govt. In addition to that, Govt may increase urea 
subsidy which is likely to boost profitability. 

 Proper usage of by product to improve top-line as well as add more customers from different industries. RCF 
has entered into a joint venture with FACT for manufacturing of rapid wall panel, wall plaster at Kochi. 
Gypsum, used as raw material is a by-product of phosphoric acid at Trombay plant. The capital invested in this 
project is around ` 1.2 bn for the capacity of 1.4 Mn sqm. It has been contributing in the revenue stream since 
April CY2012. The product has been sold to the builders like Tata Housings, Hiranandani, Kote Partel. 
Currently, it is selling 1,000 ton monthly. 

 

Project Details Capacity (per annum) Investment Route Status Raw Material
SSP plant along with sulphuric 
acid plant

SSP‐0.5 Mn Ton                      
Sulphuric Acid‐0.21 Mn 
T

`300 Cr `100 Cr‐Equity               
`200 Cr‐Debt

Expect to complete in 2 years from 
zero date 

Rock Phosphate,       
Sulphur
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Peers 

Urea is the main product of the company and it contributes ~46% in the top-line, which is likely to be 50% going forward. 
Consequently, we selected peers, who are mainly into urea manufacturing. 

 

  

 

 

 

 

 
       Microsec Research, Company Data 

Valuation 

At the CMP of `52.4, the stock discounts it’s FY13E and FY14E EPS of `5.43 and `6.92 by 9.65x and 7.57x. Due to the 
expected urea investment policy, Govt divestment, capacity expansion plans and looking out for long term raw material 
contract, we are bullish on the company, but being a PSU company and its presence in the Govt regulated industry, the 
implementation of projects might get delayed. Hence, keeping in view the above factors, we have assigned a P/E multiple 
of 11.42x to arrive at the target price of `62 for the stock. Any positive move in divestment and urea policy may change 
our target price in the upward direction.  

                                                           P/E Bands 

 

 

 

 

 

 

 

 

 
                                                Microsec Research, Company Data 

Risk 

 Volatility in the price of Rock Phosphate, Muriate of Potash, Mono-ammonium phosphate and natural gas and 
foreign currency fluctuation may impact profitability 

 Irregularity of monsoon is likely to impact the top-line of the company. 

 The highly regulated industry may face risk in policy front and its implementation. 

Particulars(` Mn) Rashtriya Chemicals Chambal Fertilizer National Fertilizer Mangalore Fertilizer
Revenue 72400.8 73851 7894.16 35129.9
Growth(%) 32% 48% 26% 33%
EBITDA 4365.7 8238.7 2761 1859.9
EBITDAM 6% 11% 35% 5%
Net Profit 2568.6 2785.4 603.5 595.8
NPM 4% 4% 8% 2%
EPS 4.66 6.69 1.24 5.03
P/E 11 10 60 8
ROE 12% 16% 3% 11%
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Financials (All numbers in `Mn unless specified) 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Income Statement (`in Mn) FY2010 FY2011 FY2012 FY2013E FY2014E
Revenue 56,927.90 55,244.00 64,337.10 75,291.84     90,825.60     
Gross Profit 14,897.10 24,836.30 28,204.10 32,375.49     39,781.61     
Employee Expense 3,586.70    3,773.50    4,020.00    4,359.40        5,258.80       
Other Expenses 7,400.40    17,062.30  20,189.10  23,340.47     28,155.93     
EBITDA 3,910.00    4,000.50    3,995.00    4,675.62       6,366.87       
Depreciation and Amortization 1,058.10    1,129.70    1,428.40    1,455.63        2,208.63       
EBIT 2,851.90    2,870.80    2,566.60    3,219.99       4,158.24       
Finance Costs 705.50       694.60       493.30       783.57           1,091.43       
Other Income 1,290.70    1,366.30    1,667.30    2,032.88        2,633.94       
Profit before Tax 3,437.10    3,542.50    3,740.60    4,469.30       5,700.76       
Tax 1,093.90    1,095.70    1,252.20    1,474.87        1,881.25       
PAT 2,343.20    2,446.80    2,488.40    2,994.43       3,819.51       
EPS 4.25            4.44            4.51            5.43               6.92               

Balance Sheet (`in Mn) FY2010 FY2011 FY2012 FY2013E FY2014E
Share Capital 5,516.90    5,516.90    5,516.90    5,516.90        5,516.90       
Reserve & Surplus 12,838.60  14,587.20  16,178.60  19,173.03     22,992.54     
Shareholder Fund 18,355.50  20,104.10  21,695.50  24,689.93     28,509.44     
Secured Loan 2,824.30    3,883.50    3,054.80    3,960.00        9,000.00       
Unsecured Loan 10,727.40  1,299.10    9,099.50    9,099.50        9,190.50       
Loan Funds 13,551.70  5,182.60    12,154.30  13,059.50     18,190.50     
Def tax Liability 1,637.40    1,555.10    2,141.10    2,141.10        2,141.10       
SOURCE OF FUNDS 33,544.60 26,841.80 35,990.90 39,890.53     48,841.03     
Gross Block 31,157.00  32,502.70  34,955.60  48,510.90     59,010.90     
Dep 18,674.80  19,625.70  20,753.40  22,209.03     24,417.66     
Impairment 8.40            8.40            212.80       212.80           212.80           
Net Block 12,473.80  12,868.60  13,989.40  26,089.07     34,380.44     
capital work in Progress 1,777.30    1,376.70    2,274.90    2,274.90        2,274.90       
Fixed assets 14,251.10  14,245.30  16,264.30  28,363.97     36,655.34     
Investments 1.70            1.70            1.70            1.70               1.70               
Inventories 4,095.90    5,347.50    11,782.50  10,313.95     11,944.19     
Sundry Debtors 8,589.80    8,911.50    19,782.40  16,502.32     19,409.31     
Cash & bank Bal 7,848.20    4,197.20    5,924.70    (3,714.80)      (3,210.99)      
Other Current Assets 6,254.80    3,338.00    520.80       2,475.35        2,986.05       
Loan & adv 2,044.80    1,734.70    2,257.00    2,455.61        2,986.05       
Current assets, Loan & Adv 28,833.50  23,528.90  40,267.40  28,032.43     34,114.60     
Current liabilities & Provisions 9,541.70    10,934.10  20,594.30  16,559.37     21,982.41     
Net Current Assets 19,291.80  12,594.80  19,673.10  11,473.06     12,132.19     
Mis exp ‐              ‐              51.80         51.80             51.80             
APPLICATION OF FUNDS 33,544.60 26,841.80 35,990.90 39,890.53     48,841.03     
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During Q2 FY13, the top-line grew by ~15% on yoy basis, due to higher manufactured fertilizer sales. EBITDA 
margin showed a growth of 208 basis points, whereas reported PAT margin showed de-growth of 38 basis 
points on yoy basis. The Adjusted PAT margin decreased by 200 basis points on yoy basis, after adjusting 
subsidy received for prior period of 227 Mn and forex gain of 178 Mn,  
 
 
 
 
 
 
 
 
 

Cash Flow Statement (`in Mn) FY2010 FY2011 FY2012 FY2013E FY2014E
EBITDA 3,910.00    4,000.50    3,995.00    4,675.62        6,366.87       
Tax (1,093.90)  (1,095.70)  (1,252.20)  (1,474.87)      (1,881.25)      
Change in Net Working Capital 3,377.10    3,046.00    (5,350.80)  (1,439.46)      (155.32)         
Net Operating Cash Flow 6,395.80    6,560.80    (1,502.60)  1,761.29        4,330.30       

Capex (1,703.50)  (945.10)      (3,351.10)  (13,555.30)    (10,500.00)    
Investments 200.00       ‐              ‐              ‐                 ‐                 
Other Income 1,290.70    1,366.30    1,667.30    2,032.88        2,633.94       
Net Investing Cash Flow (988.40)      (641.00)      (7,912.10)  (11,522.42)    (7,866.06)      

Increase/ (Decrease) in Debt (694.00)      (8,369.10)  6,971.70    905.20           5,131.00       
Interest Paid (705.50)      (694.60)      (493.30)      (783.57)          (1,091.43)      
Net Financing Cash Flow (1,684.50)  (9,572.10)  6,194.20    121.63           4,039.57       

Net Change in Cash 3,722.90    (3,652.30)  (3,220.50)  (9,639.50)      503.81           
Opening Cash 4,124.20    7,846.20    4,193.90    5,924.70        (3,714.80)      
Closing Cash 7,848.20    4,197.20    5,924.70    (3,714.80)      (3,210.99)      

Current Quarter Result ` Mn Q2 FY2013 Q2 FY2012 Q1 FY2013 Y‐O‐Y Q‐O‐Q
REVENUE 16,685.70   14,567.20  14,818.60 14.54% 12.60%
EBITDA 1,450.40     963.00         344.10       50.61% 321.51%
EBITDA Margins 8.69% 6.61% 2.32% 208bps 637bps
Reported PAT 828.80        778.20         65.20         6.50% 1171.17%
Margins 4.97% 5.34% 0.44% ‐38bps 453bps
Adj PAT 557.00        778.20         632.00       ‐28.42% ‐11.87%
Margins 3.34% 5.34% 4.26% ‐200bps ‐93bps
EPS‐Reported 1.50             1.41              0.12            6.50% 1171.17%
Source: Company data, Microsec Research
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Recommendation
Strong Buy >20%
Buy between 10% and 20%
Hold between 0% and 10%
Underperform between 0% and -10%
Sell < -10%

Expected absolute returns (%) over 12 months



Microsec Benchmark its Research  

An amount of  1,00,000 invested individually in all 175 stocks ie, 1,75,00,000 investment as and 

when recommended has appreciated to  2,34,33,114 giving a return of 33.9 percent. On the same 

basis Nifty has given a return of 10 percent and CNXMID CAP has given a return of 12.2 percent.

` ` 

`

Microsec benchmark its Research and the same is updated on our website at www.microsec.in.

Come, strike the right balance through Benchmarking Research.

Plan and monitor your resources through 
www.prpsolutions.com
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