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Ion Exchange (IEL) saw a big boost in its top line during Q4FY17 as it commenced
working and realizing revenues from its Sri Lankan project (Total project value Rs.
1250 cr). IEL reported 45% growth in revenues to Rs. 360.5 cr, led by 73.5%
increase in EPC segment’s to Rs. 247.9 cr. Revenues of chemical segment grew
marginally by 3% to Rs. 85.3 cr. IEL reported EBITDA of 42.2 cr, which was 52.0%
higher than that in corresponding quarter of the previous year. Company’s
margins expanded by 50bps YoY to 11.7% led by improvement in operating
margins of EPC and Chemical Division. IEL reported PAT of Rs. 26.5 cr for the
quarter, implying a growth of 57.7% YoY and 329% QoQ.
Outlook:
EPC Division: IEL is expected to see a steep upsurge in revenue and profits in
FY18 and FY19 as it starts recognizing revenues from Sri Lankan project (~Rs.
300-350 cr will be recognized during FY18 and remaining 900 cr in FY19 and
FY20 equally). This along with other orders in hand will help company register
sales growth of ~38% CAGR over FY17-FY19 period. Incremental growth above it
would be possible only if company regularly bags such big orders. As at FY17 end,
company’s order book excluding Sri Lanka project declined to Rs. 510 cr from Rs.
625 cr signaling sluggishness in its normal business. However, the management is
expecting order inflows to resume during FY18 and they are more optimistic on
orders from Govt. sector.
Speciality Chemicals: During the year company completed expansion of its
facility and now the focus will be on ramping up its international presence mainly
the US and Europe market. Co. has received USFDA approval for manufacturing
resins for pharmaceutical usage and it will help them penetrate into the overseas
market. Revenues from this segment are expected to grow at a CAGR of 11%
through FY17 to FY19.
Consumer Product: IEL’s consumer business has been struggling for a few years
and in order to turn this business around, the company is augmenting its team
and is also planning to launch new products. The focus would be on expanding
ground water treatment solutions and designing new products to meet specific
requirements
Concall Highlights:
• Industry scenario is still sluggish. Some traction is visible in Govt. sector while
private sector especially power and steel will take time before order inflows
come in.
• Order Book has been more or less stagnant. Engineering order-book stands at
Rs. 506 cr. Bidding pipeline for small and mid-size project is healthy while for
larger projects is sluggish. However, the management is expecting bidding
pipeline from the Govt. to improve substantially.

Quarterly Performance:
Particulars (Rs in crs)
Net Sales
EBITDA
EBITDA Margin
Interest
PBT
Tax
PAT
EPS

Q1 FY17

Q1 FY16

360.5
42.2
11.7%
3.3
39.9
13.7
26.2
17.9

248.5
27.8
11.2%
3.0
24.6
8.0
16.6
11.2

YoY (%)

45.0
51.9
--62.2
57.7
60.1

Q4 FY16

QoQ (%)

192.7
12.3
6.4%
3.7
9.8
3.7
6.1
4.2

87.1
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--308.8
329.5
330.5

FY17
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25.1
28.6
19.2
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• Chemical business will start seeing growth, though gradually, from current year as the expansion of capacity is completed
and company will now look for international business. Post capacity expansion, the utilization level stands at ~60%.
• Consumer Product division: Turnover has improved by 21% for the year and company would continue to carry out activities
on ground to continue to increase their sales and focus now will also be on improving profitability.
• Company is not aggressive on marketing spends and is not their preferred route to push itself.
• Commencement of Sri Lankan project, high execution of mid-sized projects and improvement of efficiency in Spec. Chem
division aided margin improvement during the quarter. The Mgt. expects current margins to sustain and gradually improve
as some of its loss making subsidiaries would start getting profitable.
• Not seeing major change in competitive landscape in India.
Valuation and View:
Since the EPC business is based on order inflows unlike Spec. Chem and Consumer business which are recurring in nature, we
have valued the company by using SoTP method wherein we have valued EPC Division on P/BV basis and Spec. Chem and
Consumer business on P/E basis. We have arrived at a target price of Rs. 463 for the company and recommend a HOLD.
Segment
Engineering Division (EPC):
FY19E BV per Share Rs. 101.4
Specialty Chemical:
FY19E EPS Rs. 21.6
Consumer Business:
FY19E EPS Rs. 3.6
Total Value per Share

Multiple Assigned

Value per share

P/BV of 1.75X

Rs. 170

P/E of 12X

Rs. 250

P/E of 12X

Rs. 43
Rs. 463

3-Yr Price comparison
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