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Key Data 

 
Industry: Metal 
CMP:                                                    Rs.362 
Market Cap(Cr):                             Rs.12187 
52- Week high/low:            Rs.475.0/91.55 
Investment Horizon: 2-3years 
Outlook: Positive 

 

   Dear Investor 
 

   We are very happy to share that Rain Industries Ltd. has     
reported a good set of results. The Carbon Volumes were 
slightly less than our estimates but that was explained 
sufficiently by the management in the Conference Call. The 
output markets of the company remain extremely tight due 
to rise in demand and lack of supply side expansion. The 
ROE now stands at a very healthy level and the market 
dynamics make us believe that they can remain at elevated 
levels for a longer period of time.  

     
    However, we are of the view that the demand of aluminium   

and its raw materials (CPC and CTP) is expected to 
continue its upward arc. The demand and prices are 
expected to sustain for a long time.  

     
    We have subscribed to the Carbon Monitors Report of the 

CRU Group. The report provides us with the detailed 
analysis of the aluminium industry worldwide, demand and 
pricing dynamics of CPC and CTP and its raw materials. 
Continuous discussion with the analyst at CRU along with 
the reports gives us confidence and further enhances our 
view regarding the aluminium cycle and the demand for 
CPC and CTP.  

     
    In the previous updates also, we have highlighted that the 

aluminium cycle is in a good phase and expected to 
continue its upward arc because of the following reasons:  
1. Usage of Aluminium in automobile designs is 

substantially going up 
2. Boom in Electric Vehicle to further spur demand 
3. The China Factor is causing a Structural Change in the 

Global Aluminium Industry and also in CPC and CTP.  
 

We expect the prices of these products to tighten further 
given the demand dynamics and the supply rationalization 
that happened during the past 5 years. This will enable Rain 
Industries to increase its sales and that too with cost 
efficient measures taken by the company. These 
improvements would be further witnessed in the 
profitability of the company.  

Research Analyst 

Gunjan Kabra 
gunjankabra2012@niveshaay.com 

Price Performance 

6M:                                                     150.6% 
12M:                                                  308.3% 

Quarterly Result Update  
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The report explains the following: 
1. Financials (Quarterly Update) 
2. Conference Call Highlights 
3. Future Outlook 

 
         Financials (Quarterly Update) 

 
 

(Rs. In Cr. ) Dec(2017) Sept(2017) Dec(2016) 
YoY 

Growth  
QoQ 

Growth 
Sales 3124.5 3050.8 2406.9 29.81% 2.42% 

 EBITDA 687.2 673.7 434.7 58.09% 2.00% 
EBITDA Margin 22% 22% 18% 400bps - 

Profit before Tax before Exceptional Items  434.7 419.6 167.8 159.06% 3.60% 
Exceptional Items 113.3 - - 

  Profit before Tax 321.2 419.6 167.8 91.42% -23.45% 
Profit after Tax  (including Tax Benefit) 314.5 253.5 85.7 266.98% 24.06% 

Adjusted Net Profit 297.7 253.6 85.7 247.37% 17.39% 
Adjusted EPS 8.9 7.3 2.6 

  Basic EPS 9.5 7.3 2.6 
   

 
 

We are happy to share with you the key insights of the Conference Call of Rain Industries 
Ltd. attended by us. 
 

According to the guidance provided by the management, going forward the following         
would be the key developments: 
 
1. Carbon Business Segment 

 Volumes and Margins 
CPC volumes has been lower than our estimates due to delayed shipment and one of the 
clients had some problem due to which the volumes got impacted. But, full shipping has 
been done in Q1 CY2018 to that client. This will result in improved performance in the 
coming quarter (Q1 CY2018). 
Despite of the fall in the volume, EBITDA of the carbon segment grew to Rs. 641 crores 
from Rs. 633 crores in the previous quarter. The EBITDA in Q4 CY2016 was around  
Rs. 341crores.  
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The management also highlighted that the demand for CPC and CTP is high and 
expected to sustain for quite some time.  
The management sounded very confident in saying that the company would be able to 
maintain its margins in the coming quarters. Even though the prices of raw materials 
have increased but the company is convinced that it would be able to pass on the price 
increase to its clients.  
 
 Freight Cost Optimization  

Freight cost has risen and the company is certain that it can avoid cost pressures of 
increased freight cost by shipping huge volumes in larger vessels which will help in 
reducing cost.  

 
 U.S. Aluminium Expansion  

Alcoa, Magnitude 7 Metals and Century Aluminium will restart its aluminium capacity. 
The management highlighted that there would be new demand of 2,50,000-3,00,000 tons 
of CPC in U.S. 
Rain’s CPC plants are located in U.S.  Rain, being the largest player of CPC globally 
with 36% market share in U.S. and on the lowest cost curve would be in a better position 
to seize the opportunity and gain market share.  

 
 China Factor 

The management highlighted that there has been larger closure in the calcinations 
business than expected. The company sees tightness in CPC in China and expects the 
prices to remain firm.  
The Chinese Exports of CPC was reduced by 23% in CY2017 and exports in U.S. 
increased by 15%.  
There may be an increase in CPC output in China due to calciner restarts in Q2 and Q3 
CY2018 but prices are expected to be higher as the anode capacity coming up in the 
market will outweigh calciner capacity.  
Note: Rain Industries Ltd. doesn’t export to China 
 
 

 
 

 



 

2. Chemical Segment 
 
The volumes got impacted due to lower volume in Chemical Trading Segment. The 
company plans to discontinue this low margin business and focus on the high 
margin ones.  

 
 
3. Cement Segment 
 

As mentioned in the previous quarterly update, there is an increased demand of 
cement in Andhra Pradesh and Telangana and the improving trend is still visible. 
But, there is muted demand in Karnataka and other Southern States. The company 
is facing cost pressures but also taking measures by installing Waste Heat Recovery 
System. Overall, the company should perform well in this segment in 2018.  

 
4. Refinancing of Debt would be rewarding  

The company expects to save ~$25-30million on interest expense due to 
refinancing. This comes out to be ~Rs. 35-40 crores in each quarter. This will 
further enhance the bottom line. The company doesn’t plan to issue ADR rather use 
increasing cash flows to repay debt. 
 

5. Tax Gain  
There was a one-time gain because of decrease in corporate tax rate in U.S. from 
35% to 21% and in Belgium from 34% to 29.5%. There would be lower tax trends 
in the coming quarters. As a result, net profit will get a boost.  

 
6. Dividend 

The company plans to give dividend of Rs. 1 per Equity Share.  
 

 
 

 
 
 

 



 

Future Outlook 
 

 Calcined Petroleum Coke 
 

1. The average realization of CPC in this quarter for the company is ~$412 per ton. 
According to CRU, In United States, price settlements in Q1CY2018 have been 
made in the range of $430-460/ton. US Gulf Prices haven’t reached this level since 
H12012. Calciners report strong demand and expect to remain for quite some time. 
The average price in Q4 CY2017 was ~$390/ton 

2. In Europe, prices reached the highest level since H2 2011. The weighted average 
price at which contract is settled in Q1 CY2018 is around $497/ton. The average 
price in Q4 CY2017 was ~$335/ton. 

3. In South America, CPC contract prices in Q1 CY2018 are settled in a range of 
$430-460/t. In Q4 CY2017, deals were settled around $370-390/ton. 

4. In India in Q1 CY2018, export deals are said to be done in the range of $510-515/t. 
Domestic price settlements are around $555/t. In Q4 CY2017, export deals were 
settled at around $450-510/ton.  

     Rain serves to all the aforementioned companies.  

 
 Coal Tar Pitch 
 

1. Majority of the settlements in Europe have reached between $881-906/ton. There 
are offers which may settle at $979/t. The European CTP market remains tight as 
utilization rates among the coal tar distillers have been restricted to below 70% 
due to insufficient raw materials. In Q4, CTP prices were trading between $653-
821/tons.  

2. CTP prices in North America have risen significantly. Some deals in the current 
quarter are reportedly booked around $780-800/t. CTP supply in the region 
remains tight and the availability of coal tar is still a challenge. In Q4, the price of 
CTP was trading between $500-640/ton.  

 
    Overall, we continue to maintain positive outlook on the company. 
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