
School of Intrinsic Compounding

DEEPAK NITRITE 
STOCK ANALYSIS

A DIVERSIFIED CHEMICAL COMPANY

School of Intrinsic Compounding



School of Intrinsic Compounding

DISCLAIMER:
The content of this presentation is only for the purpose of
education and not to be construed as an investment advice.
Please consult your financial advisor before acting on it.

Registration Status: We are not SEBI Registered Advisors
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We are not SEBI registered investment advisors. This video is only
meant for education purpose and nothing constitutes as an
investment advice. We are only into providing education services.
DISCLOSURE: The authors hold a tracking position in the stock.
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"Investing is an act
of arrogance"
-Seth Klarman
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WHAT IS ON THE
 OTHER SIDE OF THE BET ?
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BUSINESS  HISTORY
YEAR EVENTS
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3  MAJOR ACQUISITIONS

1984: Acquisition of Sahyadri Dyestuffs & Chemicals unit from
Mafatlal Industries.

2000: Acquisition of management & control of Aryan Pesticides
Limited.

2006: Acquisition of Vasant Chemicals for DASDA.
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UNABLE TO MAKE RETURNS MORE
THAN THE COST OF CAPITAL

INDUSTRY 

TAILWINDS
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WHERE DOES
 DEEPAK OPERATE?
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WHAT ARE INTERMEDIATES ?
An intermediate is a molecule that is formed from two or more reactants and then reacts further to
give products. Most chemical reactions require more than one step, and an intermediate is the
product of each step, except for the last one, after which the final products are produced. 

Intermediates very rarely remain in the product mixture due to the short time that they exist. They
are seldom isolated, and so usually end up reacting with other chemicals in the reaction to
eventually produce the final products. An example of a chemical reaction would be A+B = C+D. In
reality, the reaction is more likely to be something like this; A+B = X*, X* = C+D, in which X* is the
intermediate.

An example of an intermediate in the chemical industry is cumene. The term intermediate in the
chemical industry usually means a product of a reaction that is only beneficial when used as a
precursor chemical for another industry. Cumene is made from benzene and propylene, and is then
used to produce acetone. Cumene, without additional reactions, has very little value and no real use,
which makes it an intermediate instead of a useful chemical product
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WHAT ARE BASIC CHEMICALS ?
These chemicals are sold in high-volumes with greater price sensitivity. These chemicals are typically
manufactured in standard specifications.

Basic Chemicals find application in:
• Colorants
• Rubber chemicals 
• Explosives
• Dyes
• Pigments
• Food colors 
• Pharmaceuticals 
• Petrol & Diesel Blending
 • Agrochemicals 

 In the basic chemical business, the group is the largest player in India for supplying sodium nitrite/nitrate
(market share of 80%), fuel additives (75%), and nitro-toluene (50%).
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KEY CLIENTS
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MARKET DEMAND IN INDIA

PHENOL: 350 KTPA
ACETONE: 180 KTPA

Growing at 8%-10% per annum
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Phenol

Acetone

AMS

Phenolic Resins

Caprolactum

Alkylphenols
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Nylon 6

Nylon 6,6
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Benzene
Propylene

V A L U E  C H A I N
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PLYWOOD ADHESIVES LAMINATE OTHER CHEMICALS

PHARMACEUTICALS SANITIZERS
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PAINTS

NYLON FIBRE

APPLICATION OF  
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DOMESTIC  COMPETIT ION

SI GROUP

36,000 tonnes/year of phenol and 20,000
tonnes/year of acetone

HINDUSTAN ORGANIC CHEMICALS

The installed capacity is 40,000 TPA of
Phenol and 24640 TPA of Acetone.
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REASONS FOR GETTING
INTO PHENOL
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The Indian Phenol market growing at 8%-10%.

Import substitution opportunity. For instance, purchasers of
phenol ended up reducing working capital. 

Almost the entire demand of India was being met through
imports.

Saving on transportation cost for domestic customers.
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Feedstock
(Natural Gas/Naptha)

Methanol Benzene

Cumene

Phenol

Acetic Acid Formaldehyde

Phenol
Formaldehyde

Urea
Formaldehyde

MAJOR ORGANIC CHEMICALS
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Methanol
42%

Others
26%

Acetic Acid
20% Formaldehyde

6%

Phenol
6%

MAJOR ORGANIC CHEMICALS
MARKET SHARE

(IN FY15)
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WALKING THE TALK
Before the commencement of the phenol plant, Deepak Nitrite's
management mentioned that they will ramp up the capacity utilization
to 75% in the first year, 85% in the second year & 95% in the third year.

The capacity utilization of 85% in the first year of operations & 100%
in the second year.
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WHAT HAPPENED?
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"We will triple our revenues in
the next 3 to 4 years"

-Deepak C. Mehta

WALKING THE TALK
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WALKING THE TALK
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I can proudly say that your company is on course to
exceed revenue earnings of Rs.1,000 within the next
three years. - Annual Report 2011
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WALKING THE TALK
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THE ACETONE OPPORTUNITY

ACETONE IMPORTS:
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WALKING THE TALK

School of Intrinsic Compounding

THE ACETONE OPPORTUNITY

ACETONE IMPORTS:

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 TTM
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WALKING THE TALK
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THE PHENOL OPPORTUNITY

PHENOL IMPORTS:
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WALKING THE TALK
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SUCCESSFULLY REPLACING IMPORTS

REPLACING IMPORTS

2017 2018 2019 2020 H1FY21
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THE DERIVATIVES OPPORTUNITY 

DERIVATIVES
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THE DERIVATIVES OPPORTUNITY 

MTHYL ISOBTYL KETONE:
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Market Size in Volumes
= 26,000 MTPA
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THE DERIVATIVES OPPORTUNITY 

BISPHENOL A:

2016 2017 2018 2019 2020 TTM
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THE DERIVATIVES OPPORTUNITY 

ISOPROPYL ALCOHOL
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1,2,4 TRIAZINONE
(METRIBUZIN)

PINACOLONE

ACETONE

2,3-DICHLORO
PINACOLONE
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EXPANDING HORIZONS

UNDER
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ASIA  PHENOL CAPACITY (In Tonnes per year)

ASIA PHENOL CAPACITY
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VINATI ORGANICS CON-CALL EXTRACT

VINATI  ORGANICS GETTING INTO 
BUTYL PHENOLS
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PHENOLICS  EBIT  MARGINS

2019 2020 Q2FY21 H1FY21
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LETS SEE WHAT MR. SANJOY BHATTACHARYA
HAS TO SAY ABOUT  

LOW VOLUME & HIGH MARGIN PRODUCTS
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Contract manufacturing in a number of places. This
whole idea when you have to Manufacture in very
small lots, but a very wide variety. It doesn't make
sense for very big guys to do it. To make 10 kgs or 20
kgs of a particular thing. You take Balkrishna
industries, you have massive variety but problem is
inventory. The guy who can handle this challenge of
Manufacturing in very small batches and preserve
the confidentiality of the client. That guy can charge a
fantastic price, since buyer is not at all price sensitive.
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FINE &
 SPECIALITY  CHEMICALS 

These are low volume & high margin products.

These products are specially customized as per the clients' needs &
require competency in handling complex reactions. 

These intermediates find application in agrochemicals,
pharmaceuticals, pigments & personal care products.

 K E Y  
C L I E N T S
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CON  CALL EXTRACT Q4FY16
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CON  CALL EXTRACT Q4FY16
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2015 2016 2017 2018 2019 2020 H1FY21
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EXAMPLES
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E X A M P L E S
PHARMACEUTICAL INTERMEDIATES:
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EXAMPLES
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E X A M P L E S
AGROCHEMICAL INTERMEDIATES:
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WHAT ARE PERFORMANCE PRODUCTS ?

Fluorescent Whitening Agents are brighteners commonly used in industries like paper,
detergents, textiles, coating applications in printing, and photographic paper.

These products have strict requirements in terms of performance and technical
specifications.

Deepak fully integrated manufacturer of OBA which is backward integrated up to the
feedstock of Toluene to PNT and further into DASDA and OBA.

Depending on the customer's need, the active chemical of OBA is blended with other
formulations, either in liquid or solid form

DASDA is used as an intermediate in the manufacturing of optical whitening agents and
dyestuffs.
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Nandesari
Nitrotoluenne

Nandesari
PNT

Hyderabad
DASDA

Dahej
OBA
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OBA MANUFACTURING 
VALUE CHAIN
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DISRUPTION IN CHINESE SUPPLY
On April 18, 2018, a programme titled
“when shall illegal pollution discharge
be stopped” in 30 minutes in Business
News was broadcast on CCTV Economic
Channel, covering the environmental
pollution issues of Guanhekou Chemical
Industrial Park. 

The second day, the local government of
Guanyun County commenced rectifying
Lingang Chemical Industrial Park and
Lion Chemical was shut down.
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Tsaker Chemicals
53%

Others
21.5%

Lion Chemicals
13%

Deepak Nitrite
12.5%

MARKET SHARE IN DASDA
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Paper
65%

Textiles
20%

Detergents
15%

Paper
63%

Textile
22%

Detergent
15%

INDIA

OBA END USAGE

GLOBAL
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KEY CLIENTS
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School of Intrinsic Compounding Colour Agro Fuel Pharma Others
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RETURN ON CAPITAL EMPLOYED
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V A L U A T I O N S

DEEPAK NITRITE
VINATI ORGANICS

DHARAMSI MORAJI
CHEMICALS

BODAL CHEMICALS

NAVIN FLUORINE

VINATI ORGANICS: P/E= 30+
DHARAMSI MORAJI

CHEMICALS CO:

BODAL CHEMICALS: P/E = Below 10

NAVIN FLUORINE: P/E = 50+
DEEPAK NITRITE: P/E = 15+P/E = 7
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THESIS POINTERS 

PRODUCT
MIX CHANGE

IMPORT
SUBSTITUTION

PHENOL DERIVATIVES +
KNOWLEDGE INTENSIVE

PRODUCTS

TAILWINDS
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ANTI-THESIS POINTERS

SOME DERIVATIVES
ARE COMMODITISED

EXHAUSTION OF
GROWTH IN BASIC

CHEMICALS
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MARGIN VOLATILITY

RISK OF FIRE

MARGIN VOLATILITY
/PRICE TAKER
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VALUE CHAIN OF PRODUCTS
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58%

62%

22%

26% 9%

10%
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MASTERCLASS WITH SOIC 
D E E P  D I V E  I N  T H E   I N D I A N  C H E M I C A L  I N D U S T R Y

SOIC SPECIALITY
CHEMICALS WEBINAR

SPEAKER: ISHMOHIT ARORA

DATE: 27TH DECEMBER 2020
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Connect with us on:

@Intrinsic Compounding

@Intrinsiccompounding
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@soicfinance

To know about our course visit: www.soic.in
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