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May 21, 2024 

CMP: ₹ 840 Target: ₹ 1030(23%)  Target Period: 12 months  

Sudarshan Chemical Industries (SUDCHE) 

 
 
 

BUY  

  

  

Strong all-round performance; improved visibility… 
About the stock: Established in 1951, Sudarshan Chemical is a leading player in 
the Indian colour pigment industry with ~35% market share and is also the third 
largest player globally. 

• For FY24, Pigments accounted for ~88% of the business. It owns a wide 
portfolio of 4,000+ varieties of products. It owns 2 Manufacturing plants in 
Mahad & Roha and a dedicated R&D centre in the outskirts of Pune. 
Exports account for 45-50% of the pigment business. 

• Among end users, coatings industries contribute highest followed by 
plastics, inks, cosmetics and other applications 

Investment Rationale: 

• Q4FY24- Solid recovery in Pigments and engineering segments – 
Revenues grew 11% / 35% YoY / QoQ to ₹ 764 crore. While Pigment sales 
grew 9% / 23% YoY / QoQ to ₹ 644 core, Rieco sales (engineering division) 
grew 24% / 203% YoY / QoQ to ₹ 114 core. EBITDA grew 41% / 92% YoY / 
QoQ to ₹ 119 crore and margins stood at 15.6% driven better operating 
leverage in Pigments and improved profitability in Rieco. PAT grew 78% / 
297% YoY / QoQ to ₹ 58 crore.  

• Firing on all cylinders; things can only improve from hereon- Recovery in 
exports (driven by Europe) aided the Pigments growth which grew ~23% 
QoQ to ₹ 299 crore. Domestic Pigment sales also grew 24% QoQ to ₹ 345 
crore. Rieco sales were boosted by strong order book execution. The 
numbers were a significant beat across the board.  Recent launches are 
expected to keep the momentum going. EBITDA margins at 15.6% were 
highest among last many quarters and despite some softness in GPM 
(which looks transitory). The ₹~700 crore growth capex, which the 
company spend over the last three years (up to FY23) has just started to 
materialise in FY24. This suggests that the margins are expected to get 
significant boost from the economies of scale.  

• Global turmoil is expected to benefit the company- Global pigments major 
Heubach GmbH has recently filed an application for the opening of regular 
insolvency proceedings in Germany. Sudarshan is the third largest pigment 
player in the world after DIC and Heubach. Insolvency proceedings for 
Heubach and its possible outcome may provide incremental opportunities 
for Sudarshan in the global markets. The company has sufficient 
capacities to cater to incremental international demand. 

Rating and Target price 

• Our target price is ₹ 1030 based on 26x FY26E EPS of 39.6. 

 

 

 

Key Financial Summary 
 

 
 

Source: Company, ICICI Direct Research 

 

Particulars 
 

   

Shareholding pattern 

   

Price Chart 

 
Key risks  

 

 (i) Slower than expected recovery in 
exports 

 (ii) Cost overrun, pricing pressure in key 
Pigments could hamper margins 
progress 

Research Analyst  

Siddhant Khandekar 
siddhant.khandekar@icicisecurities.com 
 
Shubh Mehta 
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Company Update | Sudarshan Chemical Industries 

Q4FY24 Conference call highlights 

• The company has a team of +100 members working in R&D under working 
under global industry veterans. 

• The company has established a strong go-to-market framework consisting 
of local regional sales teams, customer service support, technical marketing 
teams, and local stocking points. 

• 60-70% of sales are via direct channel and the remaining via distributors. 
• The management expects to cash-in on global turmoil with its product 

offerings and available capacities. 
• ~80% of the pigment product portfolio is overlapping with that of leading 

global players. 
• Customer approval cycle has come down from 6-12 months to 3-4 months. 
• The management expects biggest opportunities to emanate from Coating 

industry and expects approval cycle to go down further. 
• Sequential decline in GPM mainly on account of higher passthrough benefits 

for raw material price reductions passed on to the customers besides 
change in product mix (higher non-specialty sales compared to specialty). 

• The management expects GPM to improve further on the back of better 
product mix. 

• Specialty contribution in the overall Pigment sales is expected to improve 
from 60-62% to 70-72% in the due course. 

• The company is getting inquiries from new set of customers. 

Exhibit 1: Quarterly Summary 

 
Source: Company, ICICI Direct Research 
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Financial Tables 

Exhibit 3: Profit and loss statement                                    ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 4: Cash flow statement                                            ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 5: Balance Sheet                                                      ₹ crore 

 

Source: Company, ICICI Direct Research 

Exhibit 6: Key ratios 

 

Source: Company, ICICI Direct Research 
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