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PONDY OXIDES CMP:RS 383 TRGT:RS 450 TIME HORIZON: 1 YEAR 

Pondy Oxides is looking a good buy, with robust Q2FY19 earnings, attractive valuations at PE of 6x 

on current year earnings, with planned capex for new alloys. Company is India's largest leading 

secondary Lead producer, as also having presence in Lead alloys and PVC (polyvinyl chloride) 

additives which are supplied to battery manufacturers, chemicals manufacturers and manufacturers 

of PVC extruded and moulded products. For Q2, company posted good earnings with Income rising 

to Rs 302 cr from Rs 247 cr QoQ and Rs 220 cr YoY (+22% QoQ, 37% YoY), leading to PAT of Rs 

12.4 cr against Rs 8.2 cr QoQ and Rs 7.1 cr YoY, leading to an EPS of Rs 22.20 for Q2FY19 and Rs 

36.82 for H1FY19, against Rs 52.33 for FY18. These numbers have come in as a pleasant surprise, 

given Lead prices averaged $2,104 in Q2FY19, which was lower by 12% QoQ and 10%YoY. So 

majority of this growth can be attributed to robust volume growth, as company has been taking 

various efforts to improve production, with company having increased its annual production of Lead 

Metal and Alloys capacity from 32,140 mt in FY16 to 46,636 mt in FY17 and 53,148 mt FY18, with 

both Sriperumbudur Unit in Tamil Nadu and Andhra Pradesh Unit operating at over 90% utilisation. 

Company has already received consent from A.P. Pollution Control Board to increase company's AP 

plants capacity from 24,000 MTPA to 36,000 MTPA and likely to get consent for operations during the 

current financial year, taking the capacity to 72,000 MTPA. Further, company is targeting to reach a 

total capacity of 120,000 MTPA capacity by FY21. Also, company had acquired land of 1.36 acres in 

Sriperumbudur in Feb 2013 and now it is constructing a manufacturing facility at same location for the 

manufacture of Zinc Metal for the capacity of 9,000 TPA and Zinc oxides for the capacity of 3,600 

TPA on the total project cost of Rs 4.50 cr. Pondy Oxides is a secondary smelter, it extracts Lead and 

other metals from scrap batteries and re-uses the same after refining. Pondy Oxides has been able to 

refine Lead to 99.99% purity through its R&D department. On conservative estimated EPS of Rs 64 

for FY19, share is trading at PE of about 6x, which is seen attractive. Share ruling at Rs 383 can 

move to Rs 450 in 1 year. Buy as an investor only. 

 

 

DISCLAIMER: This is solely for information of clients of Farsight Securities Ltd. and does not construe to be an investment advice. It is also not intended as an offer or solicitation for the 

purchase and sale of any financial instruments. Any action taken by you on the basis of the information contained herein is your responsibility alone and Farsight Securities Ltd. its 

subsidiaries or its employees or associates will not be liable in any manner for the consequences of such action taken by you. We have exercised due diligence in checking the 

correctness and authenticity of the information contained in this recommendation, but Farsight Securities Ltd. or any of its subsidiaries or associates or employees shall not be in any way 

responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this recommendation or any action taken on basis of this 

information. Technical analysis studies market psychology, price patterns and volume levels is used to forecast future price and market movements. Technical analysis is complementary 

to fundamental analysis and news sources. The recommendations issued herewith might be contrary to recommendations issued by Farsight Securities Ltd. in the company research 

undertaken as the recommendations stated in this report is derived purely from technical analysis. Farsight Securities Ltd. has based this document on information obtained from sources 

it believes to be reliable but which it has not independently verified; Farsight Securities Ltd. makes no guarantee, representation or warranty and accepts no responsibility or liability as to 

its accuracy or completeness. The opinions contained within the report are based upon publicly available information at the time of publication and are subject to change without notice. 

The information and any disclosures provided herein are in summary form and have been prepared for informational purposes. The recommendations and suggested price levels are 

intended purely for trading purposes. The recommendations are valid for the day of the report however trading trends and volumes might vary substantially on an intraday basis and the 

recommendations may be subject to change. The information and any disclosures provided herein may be considered confidential. Any use, distribution, modification, copying, forwarding 

or disclosure by any person is strictly prohibited. The information and any disclosures provided herein do not constitute a solicitation or offer to purchase or sell any security or other 

financial product or instrument. The current performance may be unaudited. Past performance does not guarantee future returns. There can be no assurance that investments will 

achieve any targeted rates of return, and there is no guarantee against the loss of your entire investment.  

POTENTIAL CONFLICT OF INTEREST DISCLOSURE (as on date of report) 

 Disclosure of interest statement – • Analyst interest of the stock /Instrument(s): - No. • Firm interest of the stock / Instrument (s): - No. 

MORNING FARSIGHT  


