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Market Cap  Rs92bn/US$1.2bn  Year to March FY19 FY20 FY21E FY22E 
Reuters/Bloomberg SOIL.BO/SOIL IN  Revenue (Rs mn) 24,616 22,373 19,947 27,609 
Shares Outstanding (mn)             90.5   Net Income (Rs mn) 2,616 2,674 1,828 3,070 
52-week Range (Rs) 1294/851  Dil. EPS (Rs) 28.9 29.6 20.2 33.9 
Free Float (%) 26.8  % Chg YoY 18.6 2.2 (31.6) 67.9 
FII (%) 4.4  P/E (x) 35.1 34.4 50.3 30.0 
Daily Volume (US$/'000)              561   CEPS (Rs) 17.9 9.8 (23.3) 47.9 
Absolute Return 3m (%) 11.7  EV/E (x) 19.4 22.7 26.1 17.4 
Absolute Return 12m (%)              (9.2)  Dividend Yield (%) 0.69 0.59 0.59 0.59 
Sensex Return 3m (%)             19.5   RoCE (%) 26.8 19.9 14.8 22.0 
Sensex Return 12m (%)               2.6   RoE (%) 22.5 20.4 12.7 18.8 
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Shareholding pattern 

 
Dec 
‘19 

Mar 
‘20 

Jun 
‘20 

Promoters 73.2 73.2 73.2 
Institutional  
investors 22.1 22.2 22.0 
  MFs and other 17.1 17.0 16.6 
 FIs/Insurance 1.4 1.2 1.0 
  FIIs 3.6 4.0 4.4 
Others 4.7 4.6 4.8 

 

Source: BSE India 
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Key takeaways from Solar industries’ (SOIL) Q4FY20 conference call: i) Expect 
turnaround in overseas business driven by the start of manufacturing in Ghana, 
Australia and Tanzania, ii) defence execution pick up to ensure higher topline and 
margins going forward and iii) re-clarified on the vacation of the office by Vice 
Chairman and Executive director Mr. Kailash Chandra Nuwal. Management 
expects to achieve revenue growth in FY21E while acknowledging the risks that 
Covid-19 pandemic presents; as a conservative assessment, management feels 
that recurring disruption in production and demand on account of Covid-19 crisis 
may lead to 5-10% revenue decline in the worst case. FY21E capex has been 
guided at Rs2.15bn. We maintain REDUCE on SOIL. Refer to our note post 
Q4FY20 result here (Link).  
 Turkey’s revenue decline impacted overseas performance; management 

remains prospective on overseas business in FY21. FY20 overseas revenue of 
Rs6.46bn declined 3% YoY. Reduction in commodity prices resulting in a reduction 
in realisations, reduction in revenues from Turkey by ~18% and from Zambia of 
~10% and a translation loss of Rs450mn in FY20 were key to a muted revenue 
performance. Management guided that FY21 revenues from overseas may be closer 
to the originally guided FY20 revenues.  

 Three new overseas geography on the verge of start. Capex for the first phase of 
Ghana is over. In Tanzania, construction has started, and Q3FY21 should see start 
of manufacturing. For Australia, construction will be completed in five months.  

 Mr. Kailash Nuwal’s voluntary (automatic) vacation of office. Management 
highlighted that the event related to voluntary vacation (rather than being relieved) of 
office and the shareholding will remain with him.   

 Defence opportunity. Earlier guided revenue target couldn’t be reached because of 
delay in shipments and deferment of orders. Current RFP of multi-mode hand 
grenades (MMFG) which is in final stages will boost defence revenues. ~1mn 
grenades will be supplied over two years and SOIL will be the production agency. 
Existing facility, technology absorption make SOIL a major contender for production 
agency of Pinaka Mk I and Mk II. Defence capital employed stands at ~Rs5.5bn, and 
can lead to significant improvement of RoCEs.  

 Cost initiatives undertaken. Annual increase in wages from Jan 20, lower sales 
due to pandemic, and lower-than-expected growth in defence and overseas segment 
led to higher fixed overheads as % of revenue. As growth returns from H2FY21, 
management expects fixed costs (as % of revenues to normalise). Management 
mentioned that the key initiatives undertaken to reduce costs will be shared post 
Q1FY21 result.  

 

INDIA 

http://103.87.40.75:8086/CRMPortal/ResearchDownload.aspx?Pid=fzJ8UbeXrkk%3d&Cid=ubrMarXuxi0%3d&fName=MhL4higoh5v0w0kfn1eFtcI1%2fp8Nxqs1&typ=APSSeVhmQ%2b8%3d
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Table 1: Q4FY20 result review (standalone) 

(Rs mn) Q4FY20 Q4FY19 
%Chg 

YoY Q3FY20 
%Chg 

QoQ 
Net Sales / Income from Operations 3,925 4,816 (18.5) 3,846 2.0 
Total Income 3,925 4,816 (18.5) 3,846 2.0 
Expenditure 

     Change in Stock (67) 3 
 

31 
 Consumption of Material 2,343 2,927 (20.0) 2,188 7.0 

Purchase of traded goods 296 148 99.6 266 11.4 
Employee Costs 244 241 1.5 216 12.9 
Other Expenditure 525 513 2.3 487 7.7 
Total Expenditure 3,341 3,833 (12.8) 3,189 4.8 
EBITDA 583 984 (40.7) 657 (11.2) 
EBITDA Margin 14.9 20 

 
17 

 Other Income 117 53 122.6 84 38.9 
Depreciation 89 75 18.5 86 3.6 
Interest and Finance Costs 22 23 (2.6) 44 (48.7) 
Exceptional Items - 61 

 
- 

 PLT 589 877 (32.9) 612 (3.7) 
Tax Expense 144 297 (51.3) 142 

 MI - - 
 

- 
 PAT 445 581 (23.4) 470 (5.4) 

OCI (5) (0) 
 

(1) 
 TCI 440 581 

 
469 

  Source: Company data, I-Sec research 
 

Table 2: Q4FY20 result review (consolidated) 

(Rs mn) Q4FY20 Q4FY19 
%Chg 

YoY Q3FY20 
%Chg 

QoQ 
Net Sales / Income from Operations 5,475 6,730 (18.6) 5,611 (2.4) 
Other Operating Income - - 

 
- 

 Total Income 5,475 6,730 (18.6) 5,611 (2.4) 
Expenditure 

     Change in Stock (78) (107) 
 

(153) 
 Consumption of Material 2,673 3,295 (18.9) 2,786 (4.1) 

Purchase of traded goods 368 780 (52.8) 375 (1.8) 
Employee Costs 574 480 19.6 494 16.2 
Other Expenditure 1,040 859 21.1 976 6.6 
Total Expenditure 4,578 5,307 (13.7) 4,478 2.2 
EBITDA 897 1,423 (36.9) 1,133 (20.8) 
EBITDA Margin (%) 16.4 21.1 

 
20.2 

 Other Income 199 26 663.5 94 110.9 
Depreciation 221 148 49.4 220 0.5 
Interest and Finance Costs 144 106 35.7 141 2.2 
Exceptional Items - 61 

 
- 

 PLT 730 1,134 (35.6) 866 (15.7) 
Tax Expense 198 382 (48.0) 216 (8.0) 
-Current Tax 220 282 

 
206 6.7 

-Deferred Tax (22) 98 
 

9 
 -Prior Period Taxes 0 2 

 
- 

 PAT Before MI 510 752 
 

650 (21.6) 
MI 32 37 

 
31 4.9 

PAT 478 716 (33.2) 620 (22.9) 
OCI (510) 87 

 
(18) 

 TCI (32) 629 
 

601 
 Source: Company data, I-Sec research 

 

Table 3: Customer-wise details 
  Q4FY19 Q1FY20 Q2FY20 Q3FY20 Q4FY20 % Chg QoQ % Chg YoY 
Coal India 1,288 1,099 753 900 1,064 18.3 (17.4) 
Institutional 661 718 655 807 702 (13.0) 6.3 
Trade and infrastructure 2,338 2,115 1,094 1,308 1,628 24.5 (30.3) 
Exports   1,703 1,955 2,023 2,216 1,738 (21.6) 2.0 
Power & Others 168 62 93 122 78 (36.5) (53.7) 
Defence 573 252 447 258 265 2.7 (53.8) 
Total 6,730 6,200 5,066 5,611 5,475 (2.4) (18.6) 

Source: Company data, I-Sec research 
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Valuation methodology and key risks 
Given the slow execution and limited visibility on ramp-up of defence business, we 
value SOIL on a consolidated P/E of 26x on FY22E. Government (India + abroad) 
capex revival is key to recovery in SOIL’s revenue in FY22. The strength of guidance 
(increase in topline YoY and higher margins) and aligned execution are key risks to our 
call.  
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Financial summary  
Table 4: Profit & loss statement  
(Rs mn, year ending March 31) 

  FY19 FY20 FY21E FY22E 
Operating Income   24,616    22,373    19,947    27,609  
Operating Expenses   19,596    18,030    16,210    22,007  
EBITDA     5,019      4,343      3,737      5,602  
  % margins      20.4       19.4       18.7       20.3  
Depreciation & Amortisation        589         845         870         921  
Gross Interest        499         550         474         474  
Other Income        147         411         263         267  
Recurring PBT     4,079      3,358      2,656      4,473  
Add: Extra ordinaries          61            -              -              -    
Less: Taxes     1,251         571         733      1,227  
Less: Minority        152         112           94         177  
Recurring Net Income     2,616      2,674      1,828      3,070  
Source: Company data, I-Sec research  

 

Table 5: Balance sheet  
(Rs mn, year ending March 31) 

  FY19 FY20 FY21E FY22E 
Assets     
Total Current Assets     9,384      9,835      8,674    10,795  
  of which cash & cash eqv.       918     1,201     1,160     1,396  
Total Current Liabilities & 
Provisions     2,222      2,231      2,121      2,717  
Net Current Assets     7,161      7,604      6,553      8,078  
Investments        326           24         703         703  
Strategic/Group         26          23        703        703  
Other Marketable       301            0            0            0  
Net Fixed Assets   12,118    13,468    14,338    15,517  
Capital Work-in-Progress    1,665     1,522     1,230     1,230  
Goodwill          86           99           99           99  
Total Assets   20,307    22,577    23,076    25,780  
     
Liabilities     
Borrowings     6,544      7,728      6,889      6,889  
Deferred Tax Liability        904         533         492         492  
Minority Interest        476         515         609         786  
Equity Share Capital        181         181         181         181  
  Face Value per share (Rs)     
Reserves & Surplus*   12,202    13,620    14,905    17,432  
Net Worth   12,383    13,801    15,086    17,613  
Total Liabilities   20,307    22,577    23,076    25,780  
Source: Company data, I-Sec research  

 
 

Table 6: Cashflow statement  
(Rs mn, year ending March 31) 

  FY19 FY20 FY21E FY22E 
Operating Cashflow ex WC 3,616 3,582 2,962 4,375 
Working Capital Changes (1,032) (334) 1,009 (1,289) 
Capital Commitments (2,526) (2,411) (1,741) (2,100) 
Free Cashflow  58 837 2,231 986 
Cashflow from Investing 
Activities     
Issue of Share Capital - - - - 
Inc (Dec) in Borrowings 735 924 (838) - 
Dividend paid 634 543 543 543 
Chg. in Cash & Bank 
balance 85 316 (42) 236 
Source: Company data, I-Sec research  
 

Table 7: Key ratios  
(Year ending March 31) 

  FY19 FY20E FY21E FY22E 
Per Share Data (in Rs.)     
EPS(Basic Recurring) 28.9 29.6 20.2 33.9 
Diluted Recurring EPS 28.9 29.6 20.2 33.9 
Recurring Cash EPS  35.4 38.9 29.8 44.1 
Dividend per share (DPS) 7.0 6.0 6.0 6.0 
     
Growth Ratios (%)     
EBITDA  22.0 (13.5) (14.0) 49.9 
Recurring Net Income 18.6 2.2 (31.6) 67.9 
Diluted Recurring EPS 18.6 2.2 (31.6) 67.9 
Diluted Recurring CEPS 17.9 9.8 (23.3) 47.9 
     
Valuation Ratios (x)     
P/E 35.1 34.4 50.3 30.0 
P/CEPS 28.7 26.1 34.1 23.0 
P/BV 7.4 6.7 6.1 5.2 
EV / EBITDA 19.4 22.7 26.1 17.4 
EV / Operating Income 21.2 25.2 31.2 19.7 
EV / FCF 1,170 117 44 99 
     
Operating Ratios (%)     
Raw Material/Sales 56.9 54.3 54.3 55.1 
SG&A/Sales - - - - 
Other Income / PBT 3.7 12.2 9.9 6.0 
Effective Tax Rate 31.1 17.0 27.6 27.4 
NWC / Total Assets 0.4 0.3 0.3 0.3 
Inventory Turnover (days) 71.6 87.8 87.8 87.8 
Receivables (days) 59.2 71.8 71.8 71.8 
Payables (days) 13.1 17.2 17.2 17.2 
Net D/E Ratio (x) 0.43 0.47 0.38 0.31 
     
Return/Profitability Ratios (%)     
Recurring Net Income Margins  10.6 12.0 9.2 11.1 
RoCE  26.8 19.9 14.8 22.0 
RoNW  22.5 20.4 12.7 18.8 
Dividend Payout Ratio 24.2 20.3 29.7 17.7 
EBITDA Margins 20.4 19.4 18.7 20.3 
Source: Company data, I-Sec research  
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as follows: Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com, 

Rishi_agrawal@icicisecuritiesinc.com. 

 

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports 

and no charges are levied for providing research reports to such investors." 
 

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise) 

BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return 
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