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Company Background and Business Model:

Phillips Carbon Black Limited (PCBL) is part of the RP
Sanjiv Goenka Group that has created a legacy of scaling
successful business across various industries such as
Power & Infrastructure (CESC), Carbon Black (PCBL),
Retail & FMCG (Spencers), Media & Entertainment
(Saregama) and IT & Education (Firstsource). PCBL
accounts for over 30% of India’s carbon black demand
making it the largest manufacturer domestically.

Investment Rationale & Positive triggers:

Revival in auto sales — Improvement in auto sales tends
to have positive correlation in tyre sales. This could push
up demand for carbon black.

Rationalization of capacities in China - China's stricter
green norms has pushed players in this space to
rationalise their capacity. China accounts for 30% of world
capacities in carbon black space. Companies in India in
speciality chemicals segment tends to benefit out of such
move going forward.

Growth in export volume - Company registered a growth
of 35% YoY as at the end of Q2FY20. Company registered
growth of 54% in its export volume from 21,094 MT to
32,574 MT on a QoQ basis.

Improvement in EBITDA margins — Company has been
showing growth in its EBITDA margins YoY. EBIDTA
margins improved to 16% in Q2 FY'20 as compared to
13%in Q1 FY"20.

Focus Specialty carbon black - Specialty grade carbon
blacks are basically value-added products that provide
performance enhancing properties in a wide range of end
use products including plastics, inks, pigments, adhesives,
coatings, etc. Given their value enhancing properties
these specialty grades fetch almost 1.5-2x the realizations
of the normal rubber grade carbon black.

Financials & Dividend — Taking into consideration last five
years, company is showing consistent growth in its sales
and it is expected to continue going forward given the
demand for its product. Consistent growth is also seen in
operating margins front YoY. Company has been
consistent in terms of dividend payout. Dividend yield
works out to 2.80%.
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Recommendation: BUY

Current Market Price (Rs) 125
Stop loss 95
Target 180
Potential return (%) 44
Key Data:
Sector Chemical
52Week H/L (Rs) 237/ 105.80
Market Cap (Rs Cr) 2155.95
Face Value (Rs) 2
Dividend Yield (%) 2.80
Stock P/E 6.64
Industry P/E 6.71
Shareholding Pattern:
(in %) Sep-19 Jun-19 Mar-19
Promoter 53.56 53.56 53.56
Public 46.44 46.44 46.44
Others - - -
Total 100.00 100.00 100.00
Promoters Pledge Holding(Rs.Cr.) ---
Key Financials:
(inCr.) Sep-19 Jun-19 FY18-19
Revenue 862.99 911.52 3,528.56
Net Profit | 77.05 64.66 388.53
EPS 4.47 3.75 22.54
Cash EPS 5.74 4.98 26.39
OPM % 14.43 11.69 17.15
NPM % 8.93 7.09 11.01
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Technicals: Stock has formed a good based around 105-110 levels and moving up. Key for the stock would be to
surpass its medium to long term resistance of 130-135 levels to fuel further upside. Investors can invest keeping 95
level as stop loss and look for target of 170-180 in medium to long term.

Disclaimer:

Indbank Merchant Banking Services Ltd (IBMBSL), Research Analyst (RA) registered as per SEBI (Research Analyst) Regulations, 2014 is promoted by Indian
Bank, incorporated in the year 1989 under Companies Act, 1956 at Chennai. IBMBSL is a subsidiary of Indian Bank.

Stock recommendations have been prepared by IBMBSL and is meant for the recipient only for use as intended and not for circulation. Such recommendations
should not be reproduced or copied or made available to others. Information contained in the recommendations are strictly confidential and meant solely for
the selected recipient and may not be altered in any way, transmitted, copied or distributed, in part or in whole , to any other person or to the media or
reproduced in any form, without getting prior written consent of IBMBSL. Recipients may not receive the recommendations at the same time as other
recipients due to factors that are beyond the control of IBMBSL. IBMBSL will not treat recipients as customers by virtue of their receiving such
recommendations.

The information published in the recommendation might contain content that can be from the public domain or sources believed to be reliable. While
reasonable care has been taken to ensure that information given is at the time believed to be fair, correct and opinion based there upon are reasonable. Due
to the very nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such.

Opinion expressed are current opinion as on the date publication of such stock recommendation. IBMBSL, its directors, employees or its associates are under
no obligation to update or keep the information current. Further there may be regulatory, compliance, or other reasons that prevent us from doing so.
Prospective investors and others are cautioned that any forward-looking statements/ recommendations/ views are not predictions and may be subject to
change without notice. IBMBSL, its directors and employees and any person connected with it, will not in any way be responsible for the contents of such
recommendation or for any losses, costs, expenses, charges, including notional losses/ lost opportunities incurred by a recipient as a result of acting or non-
acting on any information/ material contained in the recommendation. These recommendations are not an offer to sell or a solicitation to buy any securities
or an attempt to influence the opinion or behaviour of investors or recipients or provide any investment/ tax advice.

Stock recommendation is for information only and has not been prepared based on specific investment objectives. The securities discussed/ stock
recommendation may not be suitable for all investors. Investors must make their own investment decision based on their own investment objectives, goals,
financial position and based on their own analysis. Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to
assume complete and full responsibility for the outcomes of all trading decisions that the recipient makes, including but not limited to loss of capital. Opinions,
projections and estimates in the recommendations do not in any way reflect the views of IBMBSL, its directors, officers, or employees.

Stock recommendations is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality,
state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject IBMBSL
and associates to any registration or licensing requirement within such jurisdiction. The securities recommended may or may not be eligible for transacting in
all jurisdictions or to certain category of investors. Persons in whose possession stock recommendations may be held or received, are required to inform
themselves and to observe such restriction wherever may be applicable.



E-mail/ SMS/ other means of dissemination of messages electronically is not a secure method of communication. IBMBSL cannot accept responsibility for the
accuracy, completeness of any such messages or any attachment(s). Such transmission could contain viruses, be corrupted, destroyed, incomplete,
intercepted, lost or delayed. IBMBSL, its directors or employees or associates accept no liability for any damages caused, directly or indirectly, by such
communication.

Analyst employed by IBMBSL hereby adhere that, no part of his / her compensation was, is or will be directly or indirectly relate to the specific
recommendations or views expressed in such stock recommendations.

Indbank Merchant Banking Services Ltd (IBMBSL) offers a full suite of products and services to individual, institutional and corporate clients namely Stock
broking (Institutional and Retail), Distribution of financial products, Merchant Banking, Corporate Advisory Services and providing Depository Services.

IBMBSL is a registered trading and clearing member of BSE Ltd. (BSE) and National Stock Exchange of India Limited (NSE), Merchant Banker, depository
participant with National Securities Depository Limited (NSDL) and is also a Mutual Fund distributor registered with Association of Mutual Funds in India
(AMFI).

IBMBSL generally prohibits its analysts, persons reporting to analysts, and their financially dependent family members from having financial conflict of interest
in the securities of any companies that the analysts cover. Additionally, IBMBSL generally prohibits its analysts and persons reporting to analysts from serving
as an officer, director, or advisory board member of any companies that the analysts cover and recommend. Our salespeople, traders, and other professionals
may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein,
and our proprietary trading and investing businesses, if any may make investment decisions that are inconsistent with the recommendations expressed herein.
In reviewing these materials, one should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.
The price and value of the investments referred here and the return from them may go down as well as up, and investors may realize losses on any investments.
Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur.

We and our associates, officers, directors, and employees, including persons involved in the preparation or issuance of stock recommendations, may from
time to time have “long” or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. IBMBSL
or its associates, during the normal course of business, from time to time, may solicit or perform investment banking or other services for any company
mentioned in the recommendation or their connected persons or be engaged in any other transaction involving such securities and earn brokerage or other
compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or their affiliate companies or act as advisor or lender
/ borrower to such company(ies)/associate companies or have other potential conflict of interest.

IBMBSL hereby declare that our activities were neither suspended nor we have materially defaulted with any Stock Exchange authority with whom we are
registered in last five years. We have not been debarred from doing business by SEBI/ Stock Exchanges or any other authorities, nor has our certificate of
registration been cancelled by SEBI at any point of time.

The recommendation may provide hyperlinks to other websites. Except to the extent to which it refers to the website of IBMBSL states that, it has not reviewed
the linked site and takes no responsibility for the content contained in such other websites. Accessing such websites shall be at recipient's own risk. IBMBSL
encourages the practice of giving independent opinion in recommendation by analysts employed and thus strives to minimize the conflict in preparation of
such recommendations.

Research Analyst or his/her relative’s may have financial interest in the subject company/s. IBMBSL or its associates may have financial interest in the subject
company/s that is recommended. Recommended company/s may have been a client during twelve months preceding the date of recommendation. Price
history of the daily closing price of the securities covered in this note is available at bseindia.com, nseindia.com.

We or our associates may have received compensation from the subject company in the past 12 months. We or our associates may have managed or co-
managed public offering of securities for the subject company in the past 12 months. We or our associates may have received compensation for merchant
banking or brokerage services from the subject company in the past 12 months. We or our associates may have received any comp ensation for products or
services other than merchant banking or brokerage services from the subject company in the past 12 months.

Person/s who is/are acting on any recommendation received from IBMBSL is presumed to have read and understood this Standard a nd General Disclaimer.
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