
Price ` 372

Fair Value 510

Upside 37%

Div Yield 0.79%

Tenure 1 Year

Sensex 36009.84

Nifty 10794.95

Group/Index X

M.Cap (`) 208

Equity (`) 5.58

52 wk H/L 263/570

FV 10.00

NSE code -

BSE code 532626

` in crores except FV

RONW 30% Capacity expansion - Propel revenue growth
P/E 5.82

P/BV 1.7

EV/EBIDTA 4.96

IN  `

EV (`in cr) 353.88

BV (`in cr) 213.62

NW(`in cr) 119.20

EPS  (TTM) 63.90

Year End 201803 201703 201603 201503

Tax Rate % 33.64 36.40 36.69 30.93

Rece. days 35.00 28.00 27.00 27.00

Div. Pay. % - - 11.06 15.66

Source: Google

 Financial Data 

* Above figures calculated as per

TTM
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Share Holding Pattern 
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   INVESTMENT RESEARCH 

FUNDAMENTAL COVERAGE - PONDY OXIDES & CHEMICALS LTD.

Stock Details

 Valuation Ratios

POCL is major exporter of lead and lead alloys & export turnover amounts to about 40%

of total turnover of company.

Company has a large clientele which includes big names like Amara Raja Batteries,

Exide Industries, J K Tyres, Supreme Industries, Kisan, Shriram EPC, Chemplast,

MRF Ltd, Tata Yuasa to name a few. About 50% of co’s production is exported to

numerous international customers mainly but not limited to Asian region like South Korea,

Japan, Indonesia & to Middle East. Business of POCL to a large extent is dependent on

the metal prices especially lead as huge fluctuations in the metal prices create

pressure on the margins of the company. POCL is also dependent on Zinc to some

extent though lead is its main product.

Since inception POCL has been growing on Y-O-Y basis and has established its brand

image in the domestic and international markets. Currently, company is in the process of

expanding its capacity in Lead and Lead Alloys by establishing yet another state of

the art smelter in South India.

Leading Secondary Lead Smelter in India manufacturing high quality

lead and lead alloys & PVC additives.

Due to continuous growth in automobile industries, demand for lead for next 5 years will

continue to be in momentum. POCL increased its annual production of Lead Metal and

Alloys from 32140 MT in 2015-16 to 46636 MT in 2016-17 and 53148 MT in FY 2017-

18, showing consistent growth over the years. Out of 53148 MT in the year 2017-18,

33975 MT is produced from Sriperumbudur Unit in Tamil Nadu, having capacity

utilization of 94%. Remaining, 19173 MT produced in the Andhra Pradesh Unit, with

capacity utilization of 80%, showing the growth in capacity utilization by 68% in Andhra

Pradesh Unit during the FY 2017-18 compared to the previous year.

To meet out additional demand of Lead Metal and Alloys in Andhra Pradesh plant,

company received consent for establishment from APPCB to increase plant’s capacity

from 24,000 MTPA to 36,000 MTPA and likely to get consent for operations during

FY 19, taking capacity to 72,000 MTPA. Further, company targets to reach a total

capacity of 1,20,000 MTPA for Lead Oxides by 2020-2021. Currently, capacity is

53148 MTPA.

 Corporate Governance Transparency Ratio's

46
%

54%

Promoter Others
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Export focus to reap long term benefits

Way forward

POCL commenced exports from past few years in order to diversify and cater to large players

globally instead of catering to only domestic organized and unorganized players. Further, since a

majority of the raw materials are imported, exports provide a natural hedge. Also, export sales are

secured against a Letter of Credit thereby minimizing credit risks. Consequently, POCL’s

dependence on Amara Raja Batteries has greatly reduced. Further, POCL’s strategy of

supplying to large customers provides comfort as these players have the financial strength to

withstand a downturn.

Company continues to tap new customers in different countries and also maintains good relations

with its existing customers because of which it needs to expand capacity. For this purpose, it has

successfully commissioned a new state - of - the - art secondary smelter in the state of Andhra

Pradesh, pushing its production higher on month on month basis to soon reach a point for further

expansion. This is due to company's  foray into new markets like USA, Thailand and Europe.

POCL is currently focusing on the lead acid battery segment as most of its revenue is derived from

sale of Lead and Lead Alloys. The lead acid battery segment can be primarily divided into two 

segments being the automotive segment and the industrial segment. 

Automotive segment contributes over 60% of the total lead acid battery market in India. This

segment is growing rapidly as the number of vehicles in India is rising. Moreover, there is huge

demand for replacement batteries required by vehicles.

Industrial batteries are used for various applications like standby power source (UPS and

Inverters), telecom, railways and motive power (golf carts, material handling equipments like

forklifts etc). India as a country is moving towards digitalization and automation which requires

large use of batteries. The number of users of mobile phones and smart phones is increasing

exponentially on year on year basis making India the fastest growing telecom market. The lead

batteries market in India is currently estimated at ` 40000 crore. Over thousands of domestic

players continue to recycle through recovery of lead from telecom, UPS, inverters, renewable

energy, and other related industries.

Looking ahead, foresee 10-12% growth p.a. in Indian lead acid battery market over next 2-3

years. The share of new emerging applications of batteries like Solar, E-Bike, E-Auto will be

substantial. By 2020, India may surpass Europe and will be the third largest consumer of lead

with expected demand of over 2.2 million tones. 

       RUDRA SHARES &

       STOCK BROKERS LTD.

Moreover, company has commenced production for Zinc Oxides from August 2017. For Zinc and

Zinc Oxides Installed Capacity is 12000 TPA, whereas current capacity Utilization is at 10%. 

Although, capacity utilization has been low since the Company was under the process of

obtaining vendor approval for the supply of Zinc and Zinc oxides with leading manufactures of

Tyres, Ceramic Industry and Galvanizers. After completion of the vendor approval process,

company will scale up the capacity utilization in years ahead. So as the Utilization picks up it

will add to top line as well as bottom-line.
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Positive Triggers

 Created its own brand image

 Trusted by the customers all over the world

 Export sales are secured by the company against letter of credit

 Since a majority of raw materials are imported , exports provide a natural hedge

 Reduces its dependency on domestic players

 Attracting new customers from different countries and markets

An Eye on the Quarterly numbers:-

Tabular presentation Q2 FY 19  Results:

` in crores

301.81 247.50 220.06 21.94% 37.15% 549.31 457.25 20.13%

23.37 16.78 14.33 39.27% 63.08% 40.16 28.32 41.81%

7.74% 6.78% 6.51% - - 7.31% 6.19% -

18.98 12.51 10.74 51.72% 76.72% 31.49 21.54 46.19%

6.29% 5.05% 4.88% - - 5.73% 4.71% 21.69%

12.38 8.15 7.05 51.90% 75.60% 20.53 14.08 45.81%

4.10% 3.29% 3.20% - - 3.74% 3.08% 21.37%

22.2 14.62 12.65 51.85% 75.49% 36.82 25.27 45.71%

       RUDRA SHARES &
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Q2 FY 19 Q1 FY 19 Q2 FY 18
% change

Y-0-Y
Sep-17

Metal Industry has been on an uptick, underpinned by supply-demand deficit, backed by bullish 

global growth indicators and supply related reforms. The long-term trends in the industry,

demand for the metals and company's strong balance sheet provides many opportunities to create

value for stakeholders. POCL’s success as an organization depends on ability to identify

opportunities and leverage them while mitigating the risks that arise while conducting

business.

Pricing, growing demand and ongoing market volatility are the major challenges faced by the

Company. POCL seeks to maintain balance sheet liquidity and implement plans to boost

operational cash flow for long-term profitability. Cash generation and preservation remain a

key focus.

Company is subject to the risk that changes in foreign currency values impact the company’s

export revenues and import of raw materials and property, plant and equipment. The company

is exposed to foreign exchange risk arising from currency exposures, primarily with respect to US

Dollars. POCL has in place a robust risk management framework for identification and monitoring

and mitigation of commodity price and foreign exchange risks. The risks are tracked and monitored

on a regular basis and mitigation strategies are adopted in line with the risk management framework.

POCL primarily use forward exchange contracts to hedge the effects of movement in exchange rates.
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Revenue
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EBITDA

On the numbers side as well, POCL has performed quite well. During the Q2FY19, Net Sales up

37.15% to ` 301.82 crore compared to `220.06 crore in September 2017. EBITDA at ` 23.37 crore;

an increase of 63% with EBITDA margins at 7.74% while PAT increased 75% at `12.38 crore,

thereby EPS increased to `22.20 in Q2 FY 19.

% change

Y-0-Y

Standalone  Results Snapshot

PAT

PBT%

% change

Q-0-Q
Particulars Sep-18

RISKS, OPPORTUNITY & THREATS
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Global Lead Industry

Indian Lead Industry

Pondy Oxides & Chemicals Ltd (POCL) incorporated in 1995, is one of the India’s leading metals,

metallic oxides and plastic additives producers. POCL has broad based operations manufacturing of

Lead, Litharge Red lead, Zinc oxide, Lead sub Oxide, and solid and liquid stabilizers of PVC.

Automobile batteries industry (Lead, Lead-Antimony & Lead-Calcium alloys) is the major customer

segment. Tyres & Ceramics (Zinc Oxide), Cable sheeting (Lead oxides), Galvanizing units (Zinc)

and Plastics (PVC stabilizers) are the other customer industries POCl caters to.

International Lead and Zinc Study Group (ILZSG) reported a deficit of 1,65,000 mt of Lead in 2017.

This was helped by 0.9% fall in mined production and 2.3% rise in global lead consumption. The

share of recycled lead in total refined lead production inched higher from 58.5% in 2016 to 59.8% in

2017. Chinese regulators carried out several rounds of environmental audits of domestic Lead mines

as well as smelters and recyclers in 2017- 18. This contributed to intermittent disruption in

production.

Going forward, Lead has a steady outlook for demand growth. ILZSG expects global demand for

refined lead to rise by 2.7% in 2018. However, unlike 2017, the supply side is expected to catch up.

ILZSG expects supplies to rise by 3.8% in 2018 thereby leaving a surplus of 17,000 mt in 2018.

       RUDRA SHARES &

       STOCK BROKERS LTD.

COMPANY OVERVIEW

Indian automobile industry is one of the largest in the world and the industry accounts for 7.1% of

country’s GDP. Government of India and major automobile players have taken several initiatives to

increase the market share and accordingly Indian market are expected to make India a leader in two

wheeler and four wheeler segment in the coming years. The growth in automobile industries will

boost the demand for Lead in the near future, since battery industry accounts for over 80% of total

demand of Lead. Further, the growth in telecommunication and power sector will increase the

demand for batteries and in turn increase the demand for Lead.

INDUSTRY SCENARIO

India has emerged as the fastest growing major economy in the world as per the Central Statistics

Organization (CSO) and International Monetary Fund (IMF) and it is expected to be one of the top

three economic powers of the world over the next 10-15 years, backed by its strong democracy and

partnerships. India’s GDP is estimated to have increased 6.6 per cent in 2017-18 and is expected to

grow to grow 7.3 per cent in 2018-19. Growth in Indian economy too picked steam after recovering

from the shock of demonetization. GST implementation stabilized and was accepted by the Indian

businesses. Automobile sector, that was negatively affected by demonetization, showed a smart

recovery in 2017-18. According to SIAM, the passenger car sales increased by 14.78% in the

financial year. This was led by revival in rural spending.
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LTM 201809 201806 201803 201712

1047.7 301.82 247.5 260.3 238.07

71.4 23.38 16.8 15.18 16.05

4.9 1.31 1.16 1.27 1.19

66.5 22.07 15.64 13.91 14.86

3.5 1.93 1.28 -0.28 0.59

12.5 3.09 3.12 3.73 2.56

54 18.98 12.52 10.18 12.3

18.3 6.61 4.36 3.11 4.26

35.6 12.38 8.15 7.06 8.04

0 - - - -

35.6 12.38 8.15 7.06 8.04

63.9 22.19 14.61 12.65 14.41

63.9 22.2 14.6 12.7 14.4Adjusted EPS

Op Income

Misc.Inc (Exp.)

Interest Exp

EBT

Taxes
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Company remains optimistic about the growth of batteries segment in Asia. Other Asian countries

like South Korea, Indonesia ,Japan, and India are adding capacities for the manufacture of lead acid

batteries. POCL has the world's largest integrated medium valve regulated lead acid battery plant.

Although, primary lead capacity remains static, the demand for secondary lead is growing Y-O-Y

and is expected to maintain the trend going forward. 

Company has performed well in line with market expectations, this was possible due to its dynamic

approach in terms of raw material sourcing, maintaining price risks in terms of metals and foreign

exchange exposure and upgrading its expertise and technology. Its global presence gives access to

local materials from different parts of world at competitive cost.

Quarterly Results (` in cr except per share) 
Particulars

Net Sales

EBITDA

Depreciation

Looking ahead, company seeks to maintain balance sheet liquidity and implement plans to

boost operational cash flow for long-term profitability. Cash generation and preservation

remain a key focus.

Based on robust demand outlook of Lead & Lead alloys in Automotive and Industrial battery

market in India, focus to drive exports growth by foraying into new markets, constant

increase in manufacturing capacities by the company to meet growing demand of its product,

POCL looks attractive given its low equity and high earnings, hence we expect POCL to post

sharpened numbers going forward. We estimate P/E at 6.8x for FY20 with Est. EPS @ 75, share

price turns around  to `510.

Net Inc(Reg)

Extraord. Items

Rep Net Inc

EPS

Valuation Conclusion
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Disclosures :

1) Business Activity :

2)

3)

4)

Sr. No. Yes/No

a) No

b) No

c) No

5)

Sr. No. Yes/No

a) No

b) No

c) No

6) Other Disclosures:

Yes/No

Sr. No.

a) No

b) No

c) No

Rudra or its associates have received any compensation from the subject company in the past twelve

months.

Rudra or its research analysts, or his/her relative or associate has any direct or indirect financial

interest in the subject company.

Disclosures with regard to receipt of compensation :

The Research report is issued to the registered clients. The Research Report is based on the facts, figures and information that

are considered true, correct and reliable. The information is obtained from publicly available media or other sources believed to

be reliable. The report is prepared solely for informational purpose and does not constitute an offer document or solicitation to

buy or sell or subscribe for securities or other financial instruments for clients.

Disclosures with regard to ownership and material conflicts of interest :

       RUDRA SHARES &
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Rudra or its research analysts, or his/her relative or associate has any other material conflict of

interest at time of publication of the research report.

Disclosures

Rudra Shares & Stock Brokers Limited is engaged in the business of providing broking services & distribution of various

financial products. RUDRA is also registered as a Research Analyst under SEBI(Research Analyst) Regulations, 2014. SEBI

Reg. No. INH100002524.

Disclosures & Disclaimers

Terms & Conditions of issuance of Research Report:

There has been no instance of any Disciplinary action, penalty etc. levied/passed by any regulation/administrative agencies

against RUDRA and its Directors. Pursuant to SEBI inspection of books and records of Rudra, as a Stock Broker, SEBI has not

issued any Administrative warning to Rudra.

Disciplinary History :

Disclosures

The research analyst has served as an officer,director,employee of the subject company.

Rudra or its research analyst has been engaged in market making activity for the subject company.

Rudra or its or associates have received any compensation from the subject company in the past 

twelve months.

Rudra or its associates have received any compensation or other benefits from the subject company

or third party in connection with the research report .

Rudra or its research analysts, or his/her relative or associates have actual/beneficial ownership of

one per cent or more securities of the subject company.

Rudra or its associates have managed or co-managed public offering of securities for the subject in

the past twelve months.

Disclosures
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RUDRA SHARES & STOCK BROKERS LTD.

Phone: +91 – 512 – 67011001

  Disclaimers:

This Research Report (hereinafter called report) has been prepared and presented by RUDRA SHARES & STOCK BROKERS LIMITED,

which does not constitute any offer or advice to sell or does solicitation to buy any securities. The information presented in this report, are for

the intended recipients only. Further, the intended recipients are advised to exercise restraint in placing any dependence on this report, as the

sender, Rudra Shares & Stock Brokers Limited, neither guarantees the accuracy of any information contained herein nor assumes any

responsibility in relation to losses arising from the errors of fact, opinion or the dependence placed on the same. 

Despite the information in this document has been previewed on the basis of publicly available information, internal data , personal views of

the research analyst(s)and other reliable sources, believed to be true, we do not represent it as accurate, complete or exhaustive. It should not be

relied on as such, as this document is for general guidance only. Besides this, the research analyst(s) are bound by stringent internal regulations

and legal and statutory requirements of the Securities and Exchange Board of India( SEBI) and the analysts' compensation was, is, or will be

not directly or indirectly related with the other companies and/or entities of Rudra Shares & Stock Brokers Ltd and have no bearing whatsoever

on any recommendation, that they have given in the research report. Rudra Shares & Stock Brokers Ltd or any of its affiliates/group companies

shall not be in any way responsible for any such loss or damage that may arise to any person from any inadvertent error in the information

contained in this report. Rudra Shares & Stock Brokers Ltd has not independently verified all the information, which has been obtained by the

company for analysis purpose, from publicly available media or other sources believed to be reliable. Accordingly, we neither testify nor make

any representation or warranty, express or implied, of the accuracy, contents or data contained within this document. Rudra Share & Stock

Brokers Ltd and its affiliates are engaged in investment advisory, stock broking, retail & HNI and other financial services. Details of affiliates

are available on our website i.e. www.rudrashares.com.                                                                                                                                                                                                                                                                                                                                                                                                                                                  

We hereby declare, that the information herein may change any time due to the volatile market conditions, therefore, it is advised to use own

discretion and judgment while entering into any transactions, whatsoever. 

Individuals employed as research analyst by Rudra Shares & Stock Brokers Ltd or their associates are not allowed to deal or trade in securities,

within thirty days before and five days after the publication of a research report as prescribed under SEBI Research Analyst Regulations.

Subject to the restrictions mentioned in above paragraph, we and our affiliates, officers, directors, employees and their relative may: (a) from

time to time, have long or short positions acting as a principal in, and buy or sell the securities or derivatives thereof, of Company mentioned

herein or (b) be engaged in any other transaction involving such securities and earn brokerage or profits.
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