
Manali Petrochemicals Ltd — Oct 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

The punchline. Read this first — it frames everything below.

Result: Inline with Cycle Bottom One-line: MPL is navigating a brutal "second cycle" of Chinese dumping and

high input costs by pivoting toward specialty downstream acquisitions (PennWhite, Notedome) and ESG-led

technology, though commodity margins remain at the mercy of import parity.

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs Guidance /

Prior Quarter
Inline / First Entry

Standalone Q1 EBITDA ₹10.6 Cr marks stability after a

volatile FY24.
🟡

Earnings Quality High (Core driven)
No major one-offs; results reflect core spread between

Propylene and Polyols.
🟢

Guidance Confidence Neutral
Management expects "good things" but refuses to

quantify due to "UPSI."
🟡

Management Credibility Neutral
New management team is refocusing on high-IRR

projects, but ADD reliance is high.
🟡

Business Quality Signal Stable
Retains "Sole PO Manufacturer" status in India, but

moat is porous to imports.
🟡

Key Q&A Exchange
Q# 2 — RM cost pass-

through

Mgmt admitted they have ZERO pricing power against

Chinese dumping.
🔴

The Street's Primary

Anxiety

Chinese Dumping &

ADD Timing

Analysts pressed on why the Ministry of Finance hasn't

signed off on DGTR findings.
🔴

Capital Cycle Stage Investment
₹224 Cr+ committed across PG expansion and West

India greenfield.
🟡

Margin / Return Ratio

Trajectory
Deteriorating

Consol EBITDA for FY24 stagnant vs FY16 despite

higher revenue.
🔴

Pricing Power Eroding
Forced to match "mindless dumping" prices to maintain

volumes.
🔴

FCF Conversion & Quality Strong
Liquidity of ₹400 Cr (June 24) provides a massive buffer

for capex.
🟢

Competitive Moat Signals Stable
Integrated polyol production remains the core defense

against pure blenders.
🟢

Balance Sheet Strength Strong
Very low long-term debt; internal accruals funding major

expansions.
🟢

Working Capital Efficiency Stable Cash conversion cycle at 59 days (Q1 FY25). 🟢

Mgmt Guidance Track

Record
Mixed

Historical delivery on UK acquisitions is good; domestic

margin defense is weak.
🟡

Key Vulnerability / Red Flag Import Dependency
Revenue is effectively capped by landed cost of

Chinese imports.
🔴

Management Tone Cautiously Strategic
Heavy emphasis on "Sustainability" and "Specialty" to

pivot from commodity pain.
🟡

Sentiment: 🟡 Neutral 



Key Takeaways: Positives: * Strong Balance Sheet: ₹400 Cr cash pile and low debt allow for aggressive ₹224

Cr+ capex in a down-cycle. * Specialty Pivot: Acquisitions (PennWhite/Notedome) now contribute 37% of sales

mix, offering "sticky" margins (50-60% utilization with room for growth). * ESG Leadership: Partnership with

Econic to use waste CO2 in Polyols could materially reduce dependency on volatile Propylene Oxide (PO)

feedstock.

Negatives: * Zero Commodity Pricing Power: Management confirmed inability to pass on Propylene cost

hikes because they must match Chinese "dumping" prices to stay relevant. * Regulatory Limbo: The Anti-

Dumping Duty (ADD) on Chinese/Thai polyols has been recommended by DGTR but remains stuck at the

Ministry of Finance for >6 months. * Utilization Pressure: Plant 2 utilization is at a low 45%, reflecting the

severe demand-supply mismatch in the domestic commodity segment.

Watchpoint: Completion of the 32,000 MTPA Propylene Glycol (PG) expansion in Q2 FY25—this is the

immediate volume driver to offset slab-stock polyol margin compression.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

PPT not available — numbers from concall for Q1 FY25; PPT used for FY24 Consolidated.

Metric
Current Qtr

(Q1FY25)

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Revenue (Consol) ₹1,028 Cr (FY24) ↓ 11.8% N/A ↓
Driven by "NRV pressure" from Chinese

imports.

Revenue

(Standalone)
₹177 Cr First entry First entry → Reaching "pre-COVID normalcy" levels.

Volume (Polyols) 45,000 MT (Cap) First entry First entry ↓ Utilization: Plant 1 (72%), Plant 2 (45%).

EBITDA

(Standalone)
₹10.6 Cr First entry First entry →

Margins compressed by Propylene

costs.

EBITDA Margin % ~6% (Standalone) First entry First entry ↓ Historically low spreads; bottom of cycle.

PAT (Consol FY24) Not in document N/A N/A ↓ Dividend payout maintained at 15%.

ROCE (%) 14% (PennWhite) First entry First entry ↑ Improvement noted since UK acquisition.

Cash Flow (OCF) ₹400 Cr (Liquidity) First entry First entry ↑ "Strong liquidity" position despite cycle.

Net Debt / (Cash) (₹400 Cr) First entry First entry ↑ "Very low" long-term debt.

Working Capital 59 Days First entry First entry → Stable cash conversion cycle.

2B. SEGMENT BREAKDOWN



Segment
Revenue (₹

Cr)

YoY

Growth
Margin Trend

vs Company

Avg
Key Development

Commodity (PO/PG/

Polyols)

~₹648 Cr

(63%)
↓ Lower ↓ Below

Facing "mindless dumping"

from China.

Specialty (PennWhite/

Notedome)

~₹380 Cr

(37%)
↑ Higher ↑ Above

Focused on "customer

intimacy" and stickiness.

Propylene Glycol (PG) 27% of mix → Stable → In line
Expansion of 32k MTPA to

target Pharma/Food.

Slab-stock Polyol 19% of mix ↓ Compressed ↓ Below
Hardest hit by Chinese

imports.

PennWhite (UK) ₹39 Cr (Q1) ↑ 26.4%* ↑ Above
10.3 Cr EBITDA on 39 Cr

turnover.

Notedome (UK) ₹23 Cr (Q1) ↑ 24.7%* ↑ Above
5.7 Cr EBITDA on 23 Cr

turnover.

Derived from reported

EBITDA/Turnover in PPT.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management Target /

Claim

Required Run-Rate /

Mathematical Feasibility

Historical Delivery (Did

they do what they

promised last Q?)

Risk

Flag

Guidance Revenue

"Return to pre-COVID

levels" and "Organic

growth"

Requires ~₹250 Cr+ per

quarter to beat FY24

consol revenue.

Mixed (Revenue is down

11.8% YoY).
High

Guidance Margins
"Stabilize and improve

top line/EBITDA"

Needs input cost

(Propylene) to decouple

from NRV.

Miss (EBITDA stagnant vs

2016).
High

Guidance
Volume /

Capacity

PG Expansion: 32,000

MTPA

Must complete in Q2 FY25

as promised.

On track (Phase 1 Q2

completion).
Medium

Guidance Capex Plan
₹94 Cr (PG) + ₹130 Cr

(West India)

₹224 Cr total; well-covered

by ₹400 Cr liquidity.
First entry. Low

Strategy
Capital

Allocation

Phased expansion;

Dividend consistency

15% payout ratio

maintained.

Delivered (10-year

dividend record).
Low

Macro
Industry

Headwinds

Chinese dumping

recovery: 1-1.5 years

External factor; outside

mgmt control.
First entry. High

Macro
Input Cost /

RM Prices

Crude/Propylene

softening

Brent crude correlation is

positive for margins.
First entry. Medium

Balance

Debt /

Leverage

Target

Stay low-debt; use

accruals

Debt/Equity 50:50 for PG

project.

Delivered (A+ Credit

Rating).
Low



4. ANALYST Q&A



Q#
Relevance

(1–5)

Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility

(1–5)
Verdict

1 4.5

Tarun

Saxena /

Aditya

Birla

Revenue

Decline
Financials

"Top line has

been going

down

considerably

from 2021

onwards.

What is the

reason?"

Management

clarified that

FY21-22 were

"special years"

due to COVID-

led lack of

imports and

abnormal

demand. The

current decline

is a return to

"pre-COVID

normalcy" and

bottom-of-cycle

dynamics.

None 4.0

Clear

context

given

2 5.0

Aditya

Khetan /

Smiths

Inst.

Pricing

Power
Financials

"Are we able

to pass on the

incremental

RM price to

end

customers?"

Management

explicitly stated

they cannot

pass on costs

because end

prices are

dictated by

Chinese

dumping and

import parity.

This confirms

MPL is a price-

taker in its core

commodity

segment,

creating a

structural

margin ceiling.

None 5.0

Brutally

honest

signal

3 4.0

Aashav

Patel /

Molecule

Ventures

Regulatory

Protection
Strategy

"DGTR

recommended

ADD in March

2024. Why

has Ministry

of Finance not

imposed it

after 6

months?"

Management

noted the

government

has extended

the timeline for

"clarifications"

but remains

hopeful due to

the "Make in

India" focus.

Success of the

slab-stock

polyol segment

(19% of

revenue) is now

binary based on

this ruling.

Specific

timeline for

MoF

approval

3.0
Vague on

timing

4 3.5 2.5



Q#
Relevance

(1–5)

Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility

(1–5)
Verdict

Nirav

Jimudia /

Anvil

Wealth

Feedstock

Risk

Business

Overview

"How much

extra are we

paying for

Propylene

compared to

integrated

global

players?"

Management

deflected the

exact cost

penalty but

highlighted the

Econic

partnership as

a way to

"reduce

dependency"

on Propylene-

based

feedstock.

Long-term

competitiveness

depends on this

technological

decoupling.

Exact

Propylene

cost gap

Deflected

— key risk

5 3.0
Disha

Shah

Subsidiary

Strategy
Strategy

"What

revenue will

PennWhite

India

contribute in

next 2-3

years?"

Management

targets a 10%

share of the

35,000-ton

Indian foam

control market,

but noted local

manufacturing

is a "necessary

precondition."

This suggests

the domestic

specialty

revenue ramp

will be slow until

capex for a

local hub is

approved.

Specific

revenue

forecast

3.0
Directional

only

PATTERN FLAGS & SENTIMENT * Theme Cluster 1: Chinese Dumping. Analysts are deeply anxious about

the lack of pricing power. Management's posture was defensive but realistic, acknowledging that they are price-

takers until Anti-Dumping Duties (ADD) are ratified. This concern is the primary overhang and will resurface until

the Ministry of Finance acts. * Theme Cluster 2: Strategic Pivot. Management repeatedly steered questions

about commodity pain toward their "Sustainability" and "Specialty" investments (Econic, PennWhite). This

posture was confident, aimed at signaling a structural change in the business model away from pure-play petro-

commodities.

Analyst Sentiment Verdict: Analysts were skeptical but appreciative of the ESG transparency. Friction was

highest regarding the stagnating EBITDA despite rising revenues over the 8-year CAGR. Management's

credibility on execution (UK acquisitions) is high, but their inability to influence domestic policy (ADD) or raw

material costs remains the greatest risk to the thesis.



GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Presentation) | What Q&A Revealed |

Gap / Walk-back | Risk to Thesis | |-------|---------------------------------------|-------------------|-----------------|----------------|

| Pricing Power | "Adaptive Pricing... yielded better margins" | "Can't be passing on RM increase... influenced by

dumping" | PPT suggests proactive pricing; Concall admits forced price-matching. | Margin recovery is purely

import-parity dependent. | | ADD Impact | "Rely less on govt intervention" | "We sincerely hope govt takes a

pragmatic view" | Mgmt claims independence from ADD but Q&A reveals it's critical for 60% of import share. |

High; without ADD, slab-stock remains a loss-leader. |

5. WHAT CHANGED vs PRIOR QUARTER

First entry — no prior quarter to compare.

Investor Notes: * Forensic Trigger: CFO-to-PAT ratio cannot be calculated for the quarter, but "Strong

Liquidity" of ₹400 Cr against a standalone turnover of ₹177 Cr suggests excellent working capital management

or prior-period bulking. * Growth Attribution: All revenue pressure is Realization-driven (NRV drop);

management is attempting to fix this with Volume growth in PG (32k MTPA expansion). * Capital Cycle: MPL is

in a massive Investment Phase. ₹224 Cr+ in committed projects on a ₹1,000 Cr market cap suggests significant

leverage to a cycle turn, if it happens.
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