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Moderator: Ladies and gentlemen, good day and welcome to Q2 and H1 FY2022 Earnings Conference Call 

of Oriental Carbon & Chemicals Limited. This conference call may contain forward-looking 

statements about the company, which are based on the beliefs, opinions and expectations of the 

company as on the date of this call. These statements are not the guarantees of future 

performance and involve risks and uncertainties that are difficult to predict. As a reminder, all 

participant lines will be in the listen-only mode and there will be an opportunity for you to ask 

questions after the presentation concludes. Should you need assistance during the conference call, 

please signal an operator by pressing “*” and then “0” on your touchtone phone. Please note that 

this conference is being recorded. I now hand the conference over to Mr. Akshat Goenka, 

Promoter and Joint Managing Director of Oriental Carbon and Chemical Limited. Thank you and 

over to you Mr. Goenka! 

Akshat Goenka: Good afternoon and a very warm welcome to everyone. Hope everybody had a good Diwali 

break. Along with me I have Mr. Anurag Jain, CFO and SGA our investor relations advisor. We 

have uploaded our results and investor presentation for the quarter and half year ended 

September 20, 2021 on the stock exchanges and company website. Hope each one of you had a 

chance to look at it. I am pleased to share that the board of directors have declared an interim 

dividend of Rs.7 per equity share, that is 70% of the face value of Rs.10 each for the financial 

year 2021-2022. This increase in interim dividend is in line with our new policy. Coming to the 

performance of the company, we have witnessed revival in demand post second wave of COVID. 

Improvement in economic activities, accelerated vaccinations and significant decline in COVID 

cases has resulted in normalization of replacement and OEM tire demand in domestic and 

international markets. The business environment looks stable except for south-east Asian markets 

which are still affected by COVID. Over the past few months, raw material prices have been on 

an increasing trend. Businesses across industries are facing input cost inflation and we are no 

exception to this. Price of every raw material that goes in has been rising sharply and we have yet 

not seen the cost softening. The sharp increase in raw material prices along with high freight cost 

has resulted in lower margins and impacted our overall profitability with the timelag in raising 

the finished product prices. Our competition is across the world hence it is always a challenge to 

recover higher freight costs. Our company continues to be focused on improving operational 

efficiencies and we are continuously taking steps towards controlling cost. In the long run we 

expect margins to normalize. 

 Coming to our expansion project, we have completed our phase one of insoluble sulphur and the 

company is in the process of starting trial runs. We expect to commission the project end of 

November 2021. The Sulphuric acid plant however will spill into December as one crucial part is 

still in transit from the US and is delayed due to various issues with logistics. However, optimum 

utilization of the new line may only happen in calender year 2023 as currently even our existing 

capacities are only at approximately 80% to 85% utilization levels.  
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 Regarding phase two, we are continuously monitoring the situation and expect to start ordering 

the machinery sometime in the second half of calender year 2022 to have it come on stream for 

the calender year 2024. Our company is focused on developing higher grades of IS and 

improving penetration into developed markets like Europe and North America. Our company 

aspires to get a market share of approximately 10% in North America in the next three years. We 

are currently facing serious challenges however due to the exorbitant freight rates which renders 

us uncompetitive as well as companies preferring local suppliers due to the uncertainties in the 

logistics.  

 Post the second wave of COVID, our subsidiary business Duncan Engineering has started 

performing well and we are seeing very good growth in the order book over there. Now I would 

like to hand over the line to Mr. Anurag Jain to update you on the financial performance of the 

company. 

Anurag Jain: Thank Akshat. I will take you all through the standalone financials of the company. Total income 

for Q2 FY2022 stood at Rs.100.9 Crores as compared to Rs.86.5 Crores in Q1 FY2021, and 

Rs.81.8 Crores in Q2 FY2021. Q-on-Q growth of 17% and Y-o-Y growth of 23% was on the 

back of revival in demand post the second wave pandemic, normalization of replacement and 

OEM demand in domestic and international market. EBITDA for Q2 FY2022 stood at Rs.24.3 

Crores as compared to Rs.22.8 Crores in Q1 FY2022 and Rs.33.5 Crores in Q2 FY2021, a 

growth of 7% QoQ. EBITDA margins for Q2 FY2022 stood at 24.1%. Margins have been 

impacted due to sharp increase in raw material prices and freight cost and RM pass through 

normally happens with a lag of three to six months. However, we are continuously focusing on 

improvising operational efficiencies and taking steps to control costs. Profit after tax Q2 FY2022 

stood at Rs.12.6 Crores as compared to Rs.12.4 Crores in Q1 FY2022, a growth of 2% Q-on-Q 

and Rs.20.4 Crores in Q2 FY2021. Our PAT margins for Q2 FY2022 stood at 12.5%. As far as 

the half year numbers go, total income for H1 FY2022 stood at 187.3 Crores as compared to 

Rs.128.8 Crores with a YoY growth of 45%. For H1 FY2022 EBITDA stood at Rs.47.2 Crores 

as compared to 42.5 Crores a YoY growth of 11%. Margins were at 25.2%. Profit after tax for 

H1 FY2022 stood at Rs.25.1 Crores as compared to Rs.21.8 Crores, a growth of 15% YoY. 

Margins for half year stood at 13.4%. With this I would like to open the floor for questions and 

answers. 

Moderator: Thank you very much. We will now begin the question and answer session. The first question is 

from the line of Umang Shah at Sarath Capital. Please go ahead. 

Umang Shah: Sir the firstly with increase in freight rate, does the imported insoluble sulphur in India will also 

be getting expensive? So are we gaining any market share in the domestic segment? 

Anurag Jain: The imported insoluble sulphur mainly comes from Asia itself. So even though it is getting 

expensive the increase in cost is not substantial, such as exports to say America, or Africa or 

Europe. So yes, there is an impact, but we cannot see that impact currently on the prices. 



                 Oriental Carbon & Chemicals Limited 

November 08, 2021 

 

Page 4 of 14 

Umang Shah: Second question was, you mentioned in the initial comments that your global customers are 

getting some purchases from low cost manufacturers, so who would they be and from which 

geography they would be coming from? 

Umang Shah: Sir just wanted to understand are we seeing increasing competition from Chinese suppliers on a 

global level. 

Akshat Goenka: We are not seeing increase in competition at a global level as yet. Chinese suppliers are 

becoming increasingly more competitive within China and also in Asia. 

Umang Shah: Okay sir, and what percentage of our sales would be coming from China? 

Akshat Goenka: Nothing to speak of. 

Umang Shah: Okay, I will join back in the queue. Thank you. 

Moderator:  Thank you. The next question is from the line of Atul Kothari from Progwell Securities. Please 

go ahead. 

Atul Kothari: Sir I have a couple of questions. My first would be how have the export markets performed in the 

quarter gone by, have we started seeing demand traction from North America and the European 

market.  

Anurag Jain: In the export market there has been a significant slowdown in Asia on account of pandemic. 

European market has been normal and American market again has been normal and demand has 

been normal. As far as Asia is concerned, there has been a little bit of slowdown because of 

pandemic.  

Atul Kothari: Have we added any new customers or have we garnered more business from existing customers. 

Akshat Goenka: It is an ongoing process, it keeps happening. 

Atul Kothari: What are the main industries where sulphuric acid is sold? 

Anurag Jain: Sulphuric acid is basically sold for battery, for fertilizers, for detergents. So these are the three 

main but of course it finds use in many other applications which are sold through distributors, it 

is used significantly in many industries. 

Atul Kothari: Sir if you can give me a broad idea in terms of the geographical regions where we normally sell 

sulphuric acid.? 

Anurag Jain: The nature of the material is such we are restricted to North India. So basically if you look at it, 

states of Haryana, Delhi, UP, Punjab and Rajasthan. 
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Atul Kothari: How was the demand during Q2 FY2022 for sulphuric acid ? 

Anurag Jain: The demand was okay. It was good demand. 

Atul Kothari: Thank you very much sir. 

Moderator: Thank you. The next question is from the line of Anuj Sharma from M3 Investments. Please go 

ahead. 

Anuj Sharma: My first question is related to China’s 30,000 tonnes I believe is in trial run and will go 

operational soon. So any changes in the market dynamics you expect due to this plant. 

Anurag Jain: I think they have already operationalized their plants.  

Anuj Sharma: Are you are referring to the 30,000 tonne capacity or additional capacity? 

Anurag Jain: 30,000 capacity. 

Anuj Sharma: Okay that is operationalized. So any impact globally you are seeing because of this capacity. 

Anurag Jain: So as pointed out, the impact would be in China and may be some Asian countries, that is where 

we are seeing some Chinese competition.  

Anuj Sharma: My second questions is ex of China and India, globally how is the supply situation expected for 

the next 12 to 18 months? 

Anurag Jain: So if you are asking whether there would be any addition of capacity, we do not have any 

information of additional capacity coming up. 

Akshat Goenka: I do not think anybody will be expanding capacity for the next few years. I think the investment 

in insoluble sulphur is done now for everybody including China. 

Anuj Sharma: There were a few reductions, have they happened as per plan? 

Akshat Goenka: Yes. 

Anuj Sharma: My last question is on Duncan, congratulations you are seeing some traction. Can you just 

elaborate a little bit as to what are we seeing in Duncan for order book and the opportunity for 

the next may be a year or two over there. 

Akshat Goenka: As far as Duncan is concerned, the order book is so strong right now that our operations are not 

able to service it because of supply chain challenges. So the order book is running far ahead of 

our production capacity that is there today. Now this production capacity can be easily 
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augmented by fixing the supply chain so it is not a big issue it is a temporary issue and if this  

continues then I think we will see some good growth coming out of Duncan. 

Anuj Sharma: In terms of numerical terms what is the order book for Duncan? 

Akshat Goenka: So let me put it in a way that you may understand it better. The pending order book lets say is 

20% higher than it normally is. You can see it in those terms. 

Anuj Sharma: Alright, thank you. 

Moderator: Thank you. The next question is from the line of Dhruv from HDFC AMC. Please go ahead. 

Dhruv: Thank you. In the previous answer you mentioned that the landed cost of import is not as 

beneficial as the export is because of the differential between the freight trade say from Asia to 

India versus India to US and Europe. Is that the differential which is not hence the benefit is not 

significant. 

Anurag Jain: What I said was there has not been much impact on the landed price of imported material in India 

and yes the reason is that the freight from Malaysia is low and therefore even if it increases the 

differential becomes very low.  

Akshat Goenka: There is another point Dhruv to which you are referring to and that is also correct. Export rates 

for the same sector are far higher than import rates for the same sector. This has been a global 

phenomena where Asia to the west is more expensive than the west to Asia.  

Dhruv: So the local for example Europe and US relatively stand a better chance as long as the freight 

rates remain elevated or abnormally high. 

Akshat Goenka: It depends on what strategy they adopt but  certainly the cost of shipping to the West is much 

higher than it has ever been. 

Dhruv: In the press release you  mentioned about India market seeing a significant capacity expansion, 

the entire market seeing a significant capacity expansion, so how should we see this for us? Does 

it mean that out share of domestic sales shall increase and does it have any impact on our long 

term average margin that we look for? 

Akshat Goenka: We always say that our market share in the domestic market is roughly 60% and even if that 

market share remains constant for a moment, the Indian market is very well poised to grow in 

double digits. The growth in Indian market is much, much higher than the growth in the global 

market and the growth in our export sales. 

Dhruv: Would it be fair to say that Indian market would fetch you a better margin versus the export 

market? 
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Akshat Goenka: No, I do not think we can say that. 

Dhruv: What was the capacity utilization for the quarter? 

Anurag Jain: It is about 80%. 

Dhruv: Thank you so much and all the best. 

Moderator: Thank you. The next question is from the line of Faisal Hawa from H G Hawa & Company. 

Please go ahead. 

Faisal Hawa: When do you feel we will have any type of capacity expansion in our portfolio? what is going to 

be our policy for free cash. 

Akshat Goenka: Regarding the capacity expansion we have another 5,500 tonnes lined up which we will activate 

sometime in 2022, beyond that right now there are no plans. As far as our policy for free cash, we 

have already outlined it on our new dividend policy which is on our website where we are going 

to basically be paying out up to 50% of PAT which will probably amount to our entire free cash 

flow going out as dividend. 

Faisal Hawa: Thank you sir. 

Moderator: Thank you. The next question is from the line of Keshav Garg from CCIPL. Please go ahead. 

Keshav Garg: Sir I wanted to understand that our revenue in this quarter was Rs. 97 Crores whereas in 

December 2020 quarter it was Rs.106 Crores and I understand that we must have taken some 

price hike during this period, so how  is it that our revenue is lower than it was three quarters 

back. 

Anurag Jain: As we have explained the revenue was lower because we did not see growth in the European 

market, and there was a decline in the Asian market. So obviously the total sale in quantity tones 

was lower and that is where the revenue went down. 

Keshav Garg: So our volumes fell a bit basically as compared to last time. 

Anurag Jain: Yes the volumes which we have seen in the December quarter are lower in this quarter. 

Keshav Garg: What kind of price hike have we taken during this financial year FY2022 and how much are we 

planning to take in the remaining part of the year? 

Anurag Jain: So we have already taken price hike of about 5% in this quarter and in the coming quarter again 

there could be some increase, i.e. in Q3 FY22. 
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Keshav Garg: Also as far as our realizations are concerned, so like you were mentioning that we are possibly 

trying to come out with new grades of insoluble sulphur so basically how do our realizations 

compare with the market leader as well as the Chinese companies I mean are we selling at a 

discount or a premium to the competition? 

Anurag Jain: We are not selling at a discount, that is not our selling proposition and obviously we are not 

selling at a premium, so we will say we should be getting roughly the same realization as our 

competitors are getting on different geographic areas. 

Keshav Garg: So like with these new variants that we are trying to come out with, so is there a scope for 

significant increase in realization going forward or it will be primarily volume led growth? 

Akshat Goenka: These are as I said are more iterative improvement. This is not a radically new product.  

Keshav Garg: So not much scope from there. Lastly wanted to understand that sometime back some private 

equity company acquired the market leader so I mean what impact are you seeing in the market? 

Are they trying to undercut prices and push volumes or what kind of impact are you seeing if 

any? 

Akshat Goenka: I actually read in the news recently that their transaction closed on November 1st. 2021. Now we 

will see how they want to behave in the market. 

Keshav Garg: So too early to comment. Thank you. 

Moderator: Thank you. The next question is from the line of Samarth Singh from TPF Capital. Please go 

ahead. 

Samarth Singh: Just a clarification on a question from a previous caller. The reduction in volumes from Europe 

and Asia are simply because our freight rates have made us slightly incompetitive in terms of 

pricing, is my understanding correct? 

Akshat Goenka: No that is not correct. We have seen reduction in volumes in Asia because there has been a 

COVID induced slowdown over there which has impacted the second quarter. We have not seen 

any significant reduction in volumes in Europe.  

Samarth Singh: So it is essentially that the market itself that has degrown. 

Anurag Jain: Correct. 

Samarth Singh: On the last call I believe we said that starting Q4 majority of our contracts will be repriced. So 

can you elaborate on that? 
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Anurag Jain: Yes that is right. As I said earlier also we have net price increase from Q1 FY22 to Q2 FY22. It 

has been about 5%. We are getting some price increase in Q3 a and Q4 also, but unfortunately for 

us the raw material prices have kept on increasing and they are much stronger. 

Moderator: Thank you. The next question is from the line of Dhiral from Phillip Capital. Please go ahead. 

Dhiral: Sir as you said our market share in domestic market is almost 60% so I wanted to know about the 

remaining 40%. Is it supplied by import players or are there any domestic players? 

Anurag Jain: We are the only domestic player and the rest is catered by imports. 

Dhiral: How is the pricing of the imported material as well as ours? 

Anurag Jain: Comparable. 

Dhiral: When you said that you are looking to grab 10% market share in North American region in the 

next three years, how big is this market in terms of size? 

Akshat Goenka: It is around 40,000 tonnes. 

Dhiral: Currently are we supplying anything to North America? 

Akshat Goenka: Yes we are supplying. 

Dhiral: Sir how much it would be ? 

Anurag Jain: That is something which will be difficult for us to disclose, but yes we are supplying. We are a 

constant supplier. 

Dhiral: What is the ideal fixed asset turnover in our business? As you are expanding the capacity, I 

wanted to know the capex which we are doing of Rs.215 Crores, so what would be the 

incremental revenue in that? 

Anurag Jain: The incremental revenue should be around Rs.100 Crores, because it includes the sulphuric acid 

plant also. 

Dhiral: So this 11,000 plus the 42,000 sulphuric plant both would generate this much? 

Anurag Jain: From 5,500 tonnes that is additional Rs. 65 to Rs.70 Crores plus the sulphuric acid. 

Dhiral: Of 5500 tonnes right. 

Anurag Jain: Yes. 
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Dhiral: Thank you. 

Moderator: Thank you. The next question is from the line of Umang Shah from Samarth Capital. Please go 

ahead. 

Umang Shah: Sir if you could give a rough idea on what percentage of your insoluble sulphur goes to CV 

segment, that would be really helpful. 

Anurag Jain: We do not supply to CV or other segments. We supply to tire companies, and then they use this 

sulphur either in CV or PV or whatever. For us to say this much goes to CV segment would be 

not possible. What you can do is out of the total tire production how much tonnes goes to CV 

segment and how much PV and roughly the same ratio can be taken. 

Umang Shah: Sir because our largest competitor mentioned in his call sometime back that almost 10x amount 

of insoluble sulphur goes into commercial vehicle tires, so I think since because of the weight, so 

just wanted to understand increase in commercial activity has any link to our sales. 

Anurag Jain: Increase in commercial activity will increase tire production and obviously if you are saying 

weight, obviously more insoluble sulphur goes into commercial tire than PV tire. If you ask me 

what is the percentage of CV versus PV that can only be taken out from total tires. 

Umang Shah: Absolutely I understand. One more question was although you mentioned that radialisation of 

tires is a major opportunity for us, but sir also wanted to understand if radialisation  is increasing 

the life of the tires to a substantial extent then would we not lose out on the sales for replacement, 

would that not kind of reduce our revenues with newer tire production. 

Anurag Jain: I do not think so, because with earlier tires there was a lot of retread which was happening there. 

So whether the life of the actual tire is going to increase significantly or not I have my doubts. 

Umang Shah: So you are saying that retreading will decrease. 

Anurag Jain: That is what I think that overall the consumption should be better for us. Because even if stays 

the same or slightly increases the life, just the amount of insoluble sulphur that goes into it will 

make up for it. 

Umang Shah: Okay thank you sir. 

Moderator: Thank you. The next question is from the line of N K Jagannathan an Individual Investor. Please 

go ahead. 

N K Jagannathan: Just a couple of questions. Sir about the freight cost. Has it cooled off for now or it is still 

increasing.? 
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Anurag Jain: From the trend in November we had started seeing slight decrease in international freight rates 

and it has started to come down a little bit now. 

N K Jagannathan: Two to three quarters before you told that there is some sort of demand supply mismatch 

happening globally. Is it still the case and if it is so, how are the tire manufacturing expansion 

going on in India, can be a solution to this problem. 

Anurag Jain: The demand supply mismatch would still be there because the demand has not risen to its full 

potential yet and I did not get your second question. 

N K Jagannathan: After this expansion will we be able to sell out the additional capacity? 

Akshat Goenka: That is what we hope that we are able to sell out a significant part our additions. 

N K Jagannathan: Thank you. 

Moderator: Thank you. The next question is from the line of Jayesh Parekh from JMP Capital. Please go 

ahead. 

Jayesh Parekh: Sir can you give me a small clarification whether this insoluble sulphur will find any application 

in lithium battery going forward. 

Anurag Jain: No it does not find any application in lithium batteries. 

Jayesh Parekh: Thank you sir. 

Moderator: Thank you. The next question is from the line of Manan Jain, an Individual Investor. Please go 

ahead. 

Manan Jain: So I wanted to ask as you said in your opening comments that we are experiencing heavy cost 

inflation in raw materials, so do you have any expectations on when we will see any cost 

softening in the raw materials? 

Anurag Jain: So our expectation was that we should have seen it in the month of September itself, 

unfortunately it is still going up, the sulphur prices are going up. They continue to go up and your 

guess is as good as mine because we do not see any logic in it going up as of now. 

Manan Jain: Whatever price increases that we were discussing with our customers currently, and in January, 

do we expect to pass all the raw material cost increases to them in these price increases? 

Anurag Jain: So what is happening is of course whatever RM prices for example that were there in August and 

we talked about that wherever we were discussing Q3 prices. So all August prices were taken 

into consideration, but then the prices increased in September, increased in October and they 
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have increased in November as well. Again when we are talking for Q4 prices we have taken the 

current prices into consideration. 

Manan Jain: Understood. Regarding your capacity expansion that you are currently taking that you expect to 

commission, we would have a total of about 40000 tonnes in insoluble sulphur. So when so you 

expect to reach optimum utilization for this total capacity of 40000 tonnes.  

Akshat Goenka: Calendar year 2023. 

Manan Jain: And you would consider the second phase of capacity expansion only in calendar year 2023 

right. 

Anurag Jain: No if we have a visibility that we are going well and we need additional quantities in 2024 then 

we need to kick start the project somewhere in the middle of 2022. 

Manan Jain: Understood, just one more question so what is the incremental revenue that you expect, I was not 

able to understand it at that time. What would be the incremental revenue expected from phase 

one of sulphuric acid and insoluble sulphur? 

Anurag Jain: So that was around Rs. 100 Crores is what I said. 

Manan Jain: 100 Crores from the phase one. What would it be from phase one and phase two combined? 

Anurag Jain: So that should be another Rs. 65 to Rs.70 Crores. 

Manan Jain: I believe that the revenue has moved up since our last expectation. So is it due to the price 

increases that we are recently experienced. 

Anurag Jain: So this is the current price, they have moved up from our last quarter, but if you look at the six 

months, our revenues are pretty much the same. 

Manan Jain: So you expect the current high prices to sustain going forward for the next three to four years. 

Anurag Jain: I will not make that prediction. 

Manan Jain: Thank you very much. 

Moderator: Thank you. The next question is from the line of Yogansh Jeswani from Mital Analytics. Please 

go ahead. 

Yogansh Jeswani: Sir, like you mentioned you are operating at around 80% utilization, so can you also share what 

would be the overall industry level utilization? Will that be possible for you to share sir. 
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Anurag Jain: I think it should be around the same. If you are talking about the global industry it should be 

around the same ballpark. 

Yogansh Jeswani: Given the Chinese capacity that has come in, do you feel that your utilization will not go down 

below 80% in coming few quarters. 

Anurag Jain: I do not think so. That is why we are saying that we hope to use the additional capacity by 

calendar year 2023, our expectation is that it should not go below 80%. 

Yogansh Jeswani: Secondly I missed out on incremental sale that you mentioned on the figure, there was some 

disturbance in the line, can you repeat that. 

Anurag Jain: So this is an estimate again based on current rate, it should be around Rs.100 Crores for phase 

one. 

Yogansh Jeswani: Will it be also possible to break down between insoluble and Sulphuric acid? 

Anurag Jain: Yes it will be possible, but I am not disclosing that. 

Yogansh Jeswani: Lastly can you just provide me the interest cost that we might have capitalized for this capex for 

first half. 

Anurag Jain: We will know the exact number of the total capitalization only once the plant is commissioned in 

the month of November. Let us go ahead, once I get the number I will give it to you. 

Yogansh Jeswani: That is it from my side, thank you and all the best. 

Moderator: Thank you. The next question is from the line of Dhiral from Phillip Capital. Please go ahead. 

Dhiral: Thanks for the followup opportunity. Sir what is the optimum utilization for our product. Right 

now we are working at 80% utilization, so what is the optimum utilization which we can go up 

to? 

Anurag Jain: It can go up to 100%. 

Dhiral: As you said if the demand is strong then we can start may be phase two by next year, so when is 

it going to commence sir. 

Anurag Jain: If we start by next year, it will take about 15 to 18 months to commence production from 

whenever we start. 

Dhiral: This is a Greenfield kind of an expansion or is it brownfield? 
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Anurag Jain: It will be a brownfield expansion of phase two. 

Dhiral: Thank you. 

Moderator: Thank you. Ladies and gentlemen, that was the last question for today. I would now like to hand 

the conference back to the management for closing comments. 

Akshat Goenka: I take this opportunity to thank everyone for joining on the call. I hope we have been able to 

address all your queries. For any further information kindly reach out to us or Strategic Growth 

Advisors, our investor relations advisor. Thank you once again. 

Moderator: Thank you. On behalf of Oriental Carbon and Chemicals Limited that concludes this conference 

call. Thank you all for joining us. You may now disconnect your lines. 


