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The Tiny Treasure for the month of May is Dai-Ichi Karkaria Ltd. 
Dai-Ichi Karkaria is engaged in the production of speciality chem-
icals and sells these chemicals to construction, paint, textile, 
cosmetic, oil field, pharmaceuticals, electronic and electricals, 
leather, paper and pulp companies. The company’s total earn-
ings have grown at five-year CAGR of 16.49%. For years togeth-
er, it was moving in a narrow revenue band of Rs 45-55 cr and 
then crossed Rs 100 cr revenue mark in FY14. The company has 
a joint venture with Nalco Champion which is also engaged in 
manufacture and sale of speciality chemicals. The segment-wise 
revenue comes from oil fields (39%), non-ionic (18%), anionic/
cationic (10%), textiles (9%), flocculants (5%) and others (19%). 
We see potential upside of 35% from the current level owing to 
growth prospectus of the company.

Industry Outlook 
Indian chemical industry ranks third in world, after China and 
Japan. India’s speciality chemicals industry has delivered double 
digit growth in the last five years. It is expected to reach USD 
80 billion by 2023 from the current level of USD 30 billion. Indi-
an chemical industry has the potential to grow at CAGR of 14% 
during 2016-2020, supported by strong R&D capabilities, rising 
GDP and purchasing power. Major cost centre in the industry is 
not raw material, but product development and marketing activ-
ities. Speciality chemicals industry is about economies of scope 
as the same product can be used for multiple applications. The 
scope is vast and hence companies can use speciality chemicals 
to develop new products to give them competitive edge in the 
market. Also, capping of GST rates at 18-20% for chemical indus-
try will have strong positive impact on this sector. Personal care 
chemicals, industrial i.e. water chemicals and construction chem-
icals, would drive this industry going forward.
The easternization of the global speciality chemicals sector has 
given a long-term opportunity for Asian countries like India, Chi-
na, North Korea, Japan etc. Skilled labour and expert knowledge, 
lower capital costs, asset light structures are the factors which 
these Asian countries possess and are proving favourable for 
growth of the chemical sector. It is projected that 66% of global 
chemicals sales in 2030 would be from Asia.
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Company Outlook : 
Sustaining product portfolio : The company has major reve-
nue pie from oil field (39%), non-ionic (18%) and anionic/cation-
ic (10%). DKL’s export business (32% of revenue) gathered pace 
due to rise in production of oil field, which also increased by 75% 
in FY16. The company’s JV with Nalco Champion helps to drive 
profit margin in export and majorly oil field segment. Domestic 
sales (68% of revenue) were affected by 8% owing to slow de-
mand, but we see economic development to drive demand in 
near turn. 
The company is focusing on innovative products like APGs, APEO 
free-based products, high performance rayon additives, new 
generation pigments, cost effective PPDs, cationic poly-acryl-
amides for de-oiler applications in oilfields and new PPDs for 
lube oils. These products are much in demand in the industrial 
sector market and would augur well for the company’s future.
Capacity Expansion:  Dai-Ichi Karkaria has manufacturing facili-
ties at Pune and Kurkumbh. The company has setup a greenfield 
project manufacturing facility at Dahej, in Gujarat’s Bharuch dis-
trict with capital expenditure of Rs 170 cr. The project is financed 
through internal accruals and debt. DKL has no intention to raise 
capital through market. This new plant having capacity of 48,000 
MTA would get operational in next few months. The manage-
ment expects the company’s turnover will cross Rs 300 cr mark 
once the plant gets operational. We see the company will get tax 
benefit of Dahej - SEZ zone which will enhance the bottomline 
of the company. The company introduced super emulsifiers for 
textile printing and clinker saver, super plasticizers for the ce-
ment construction sector. We see that the growth in construction 
sector would benefit the company.
Factors to drive revenue : Dai-Ichi Karkaria is the segment 
leader in manufacturing of polymers. For India-based automo-
tive companies, to develop fuel-efficient cars, they have to use 
innovative plastic components, which in turn require special 
polymers. The demand for industrial polymers is increasing con-
sistently and this is proving beneficial for the company. It has en-
tered the construction chemicals segment which is expected to 
grow exponentially due to the government’s focus on infrastruc-
ture and 100% FDI in real estate. The construction chemicals seg-
ment has grown at a rate of 13% in 2009-14 and is expected to 
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grow at 15% CAGR over next 5 years. The fall in crude oil prices 
have reduced the raw material prices substantially. If such stabi-
lization in crude oil prices continue, it would bring new opportu-
nities for the company, thereby pushing up its bottomline.

Financial Performance
The company has recorded growth of 8.29% in revenue to Rs 
125.97 cr in FY17 on YoY basis. The EBITDA of the company in 
FY17 rose to Rs 16.99 cr from Rs 14.96 cr YoY, i.e. growth by 
13.57%. The operating profit and net profit margins expanded 
by 6.98% and 5.75% to 13.49% and 14.16%, respectively, in FY17 
on YoY basis. The company had sales-to-working capital ratio of 
1.88x, debtor’s turnover ratio of 6.83x, higher interest coverage 
ratio of 29.01x and healthy debt-to-equity ratio of 0.01x for FY16 

which shows financial strength of the company. We can see con-
sistent improvement in the EBITDA margin (16.99% in FY17 vs 
1.72% in FY12). The company’s board of directors has declared 
dividend of 30% i.e. Rs 3 per equity share for FY17.

Valuation
The company is trading at TTM P/E of 17.83x and P/B of 2.71x, 
and has TTM earning potential per share of Rs 23.94. It delivers 
healthy ROE and ROCE at 15.21% and 19.76%, respectively. We 
see consistent growth in revenue and profitability of the compa-
ny due to favourable industrial conditions, its capacity expansion 
and diverse product portfolio. We recommend our investors to 
BUY the scrip for a target price of Rs 545 over a period of one 
year.

Inc/Exp Statement(Standalone) (Rs in Crore)
Description 201703 201603 201503 201403 201303

Net Sales 125.97 116.33 102.27 107.77 80.78
Total Income 134.89 125.43 110.14 111.64 85.92
Total Expenditure 108.98 101.43 93.91 100.25 78.48
PBIDT 25.91 24.00 16.24 11.39 7.44
PAT 17.84 15.58 14.78 12.51 4.39
Dividend % 30.00 30.00 25.00 25.00 25.00
Adj. EPS(Rs) 23.95 20.91 19.84 16.79 5.89


