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The government’s Ethanol Blended Petrol (EBP) Programme, launched in 2002, went through 

several ups and down before a structural increase post 2017; it hit a record c.12% in ESY23 

(Nov-Oct). However, the programme will encounter a modest hurdle (flat YoY vs. YoY 

improvement since 2017) in ESY24, in our opinion, on account of the government’s 

restriction on B-heavy/ sugar syrup-based ethanol production (constituted over 75% of 

supply in ESY23). While the government remains committed to its target of 20% EBP by 

2025, we believe this is likely to be deferred by 1-2 years given likely low sugar production 

due to the weak monsoon. We believe rise in a) C-Heavy ethanol prices and b) sugar 

realisation and volumes will partially offset lower ethanol volumes. Sugar production in India 

till 31
st
 Dec’23 showed an 8% decline to 11.2mn tonnes (mnt) led by Maharashtra and 

Karnataka, partially offset by Uttar Pradesh. We estimate sugar production of 30.5-31.5mnt 

in the current season. We maintain our positive stance on the sector and retain BUY on 

Balrampur Chini (Mar’25TP of INR 500). 

 Sugar production in the range of 30.5-31.5mnt in SS24; 11.2mnt produced till 31
st
 

Dec’23 (-8% YoY): Indian Sugar Mills Association (ISMA) in its 1
st
 advance estimate, has 

pegged sugar production at c.32.4mnt for SS24 (2
nd
 advance estimate by end-Jan’24), 

reflecting the substantial drop in sugar production in Maharashtra and Karnataka. The 

country has produced 11.21mnt of sugar till 31
th
 Dec’23, a decline of 8% YoY 

(Maharashtra and Karnataka declined 19%/10%YoY respectively while UP is up 13% 

YoY). We estimate India sugar production at 30.5-31.5mnt in SS24 based on the current 

momentum, climatic vagaries (extreme cold/dry weather), weak monsoon and our 

interaction with industry participants.   

 EBP to be in the slow lane in ESY24: EBP gained significant momentum post 2018 as the 

government provided significant clarity over its intent along with several incentives to the 

industry to produce ethanol (and, thus, reduce excess sugar/grain availability). As a result, 

the industry’s capacity rose from 4.2bn litres in 2013 to 13.8bn litres in Dec’23. At the 

same time, the demand for fuel ethanol went up from 380mn litres (1.6%) to 4.48bn 

litres (12%) in ESY23, on the back of government push. Given the strong response from 

the manufacturers and OMCs to its policies, the government advanced its 20% EBP 

target to 2025 (from 2030 earlier). To achieve the target of 15% EBP in ESY24, OMCs 

had floated tenders for 8.25bn litres in Oct’23 (1.35bn litres from sugarcane juice/1.3bn 

litres from B Heavy Molasses and rest from other sources), though that has been revised 

downwards post the recent government measures. Against this, offers were received for 

5.6bn litres (2.7bn litres of sugarcane-based ethanol and c.2.9bn litres  of grain-based 

ethanol).  

However, given the uncertain outlook on sugar production and, hence, the cap on 

diversion, we estimate blending levels to be flat or rise only modestly to 12-12.5% in 

ESY24, as shortfall in sugar-based ethanol could be partially offset by grain-based 

ethanol, subject to viability and availability of grain. We do not rule out 20% EBP being 

delayed by 12-18 months, depending on the monsoon (and, consequently, excess sugar 

production).     

 Government restriction on B-Heavy/Sugar syrup route to be temporary: Notwithstanding 

the government’s promotion of fuel ethanol in the past 6-7 years (through higher 

quantum/price of ethanol variants), it imposed full restriction on any diversion of sugar for 

B-Heavy/Sugarcane juice/Syrup-based ethanol production. However, recognising the 

industry grievances (crushing season had started by then), it permitted upto 1.7mnt of 

sugar diversion. This is likely to impact the overall ethanol blending levels, given B heavy 

and Sugarcane juice constitute over 75% of total ethanol supplies to OMCs.   

We believe the government’s caution is warranted given uncertainty on sugar production 

for SS24 and even for SS25 (given the weak monsoon, we believe there is possibility of a 

reduction in sugarcane area). Nonetheless, we continue to believe the industry will see a 
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structural oversupply scenario over the longer term (except in weak monsoon years) given 

robust profitability of sugarcane along with other factors such as assured buyer/offtake, 

ever-rising sugarcane prices and sturdy nature of the crop.  

 Substantial rise in prices for C-Heavy molasses and grain-based ethanol variants: The 

government raised the price paid for ethanol produced from C-heavy route by INR 6.87/ 

ltr to INR 56.28 in ESY24. We estimate that this will partially offset the loss of B-Heavy 

and sugarcane juice-based ethanol volumes (due to the government’s restrictions).  

Moreover, there has been an effective price hike of INR8-15/ltr for damaged 

foodgrain/maize-based ethanol for ESY24 while prices for B-Heavy/Sugarcane juice-based 

ethanol is still awaited (we believe it may be unchanged for the current season given the 

absence of incremental production).   

The hike in procurement price from the C-heavy route is aligned with the government’s 

intent to protect sugar production as it incentivises production from low sugar feedstock. 

Procurement prices from sugar syrup and B-heavy are yet to be announced; further, the 

industry doesn’t expect prices to increase significantly. For ESY23, the ethanol 

procurement price was INR 65.61/ltr.   

 Domestic sugar prices to remain firm with an upward bias: Domestic sugar prices rallied 

11% during Aug-Nov’23 on account of the off-season and expectations of a downward 

revision in sugar production estimates (for SS24E). However, they moderated by  c.5% in 

the past 1 month on account of a) restriction on diversion of sugar (capped at 1.7mnt), 

thus increasing the availability of sugar, and b) seasonality (typically prices cool off during 

the crushing season as mills liquidate old inventories). We expect domestic sugar prices to 

remain firm over the next 2 months and gradually firm up post that given a) off-season 

(mills likely to start closing from mid-feb), and b) summer season (demand goes up in the 

summer season). Global raw/white sugar prices too moderated 16-22% from recent 

highs (+10% to 18% YoY) on account of expectation of improvement in supplies from 

various countries, including India (though India has NIL exports on account of restrictions).  

 Remain positive: The increase in procurement price strengthens our positive view on the 

sugar sector (especially efficient companies) as it reflects (sugarcane price/MSP/ethanol 

prices) the government’s intent to ensure survival of the weakest. The government has 

been reasonably proactive in taking measures to protect interest of the farmers and 

consumers. Hence, we estimate sugar prices/profitability of sugar mills to be in a healthy 

band, except in case of a severe shortfall in cane crushing volume. We believe well-

managed sugar companies could generate enormous earnings/cash flows in the process.  

We are convinced that regulations in the sugar sector are aimed at a) ensuring adequate 

stock for local consumption, thus avoiding any undesired rally in domestic price, and b) 

continuity in the ethanol programme. We maintain BUY rating on Balrampur Chini (CMP-

INR 390; Mar’25TP - INR 500). 

 Sugar companies- Comps Exhibit 1.

 
 

CMP TP Upside Rating 
MCap 

(INR bn) 

P/E(x) EV/EBITDA (x) ROE(%) FY21-24E CAGR 

FY23 FY24E FY25E FY26E FY23 FY24E FY25E FY26E FY23 FY24E FY25E FY26E Sales EBITDA EPS 

Sugar 
                    

Balrampur Chini (JM) 391 500 28% BUY 78.94 24.2 19.6 14.7 11.9 15.5 10.8 8.4 7.3 12% 14% 18% 22% 5% 1% -5% 

Bloomberg estimates 
                    

Shree Renuka 46 NR NR NR 98.55 NM NA NA NA 22.4 NA NA NA NA NA NA NA NA NM NM 

Triveni 335 NR NR NR 73.31 12.1 14.9 11.6 9.5 14.3 11.8 8.9 6.9 28% 16% 20% 22% 8% 10% 26% 

Dhampur sugar 263 NR NR NR 17.45 11.1 NA NA NA 8.2 NA NA NA 16% NA NA NA NA NM NM 

Dwarikesh sugar 86 NR NR NR 16.18 12.3 10.2 9.7 8.2 9.8 7.4 7.6 6.6 21% 19% 17% 20% 4% 11% 20% 

DCM Shriram 1,032 NR NR NR 160.94 NA 27.4 16.7 13.0 10.0 130.0 90.6 74.3 NA 9% 13% 15% -49% -52% -3% 

Source: Bloomberg 
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Ethanol story in Charts 

 Petrol consumption (5% CAGR in ESY14-23) Exhibit 2.

 
Source: Industry, JM Financial 

 Consistent increase in blending levels, except in the year Exhibit 3.
of shortfall 

 
Source: Industry, JM Financial 

 

 Diversified sources of ethanol (% mix) Exhibit 4.

 
Source: Industry, JM Financial 

 Substantial increase in C-Heavy and grain-based ethanol Exhibit 5.
prices 

 
Source: Industry, JM Financial 

 

 Maize prices Exhibit 6.

 
Source: Bloomberg, JM Financial 

 Rice prices Exhibit 7.

 
Source: CMIE, JM Financial 
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 Significant capacity addition since 2013 (mn ltr) Exhibit 8.

 
Source: Industry, JM Financial 

 Sugar-based distilleries contribute the most in production Exhibit 9.

 
Source: Industry, JM Financial 

 

 Ethanol will continue to dominate total alcohol Exhibit 10.
consumption 

 
Source: Industry, JM Financial 

 Ethanol to constitute 78% of total demand for alcohol in Exhibit 11.
2025-26 

 
Source: Industry, JM Financial estimates (assuming 20%EBP in 2025-26 for ethanol and 8% CAGR in 
consumption for other applications 
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 C molasses currently is the most profitable/viable route for manufacturing ethanol Exhibit 12.

 
UoM 

C Molasses  

route 

B Molasses  

route 

Sugarcane Juice  

Route 

Grain based  

(Maize) 

Distillery Capacity KLPD 100 100 100 100 

no of days operations days 330 330 330 330 

Production (sales) litres 33,000,000 33,000,000 33,000,000 33,000,000 

Ethanol realisation INR/ltr 56.3 60.7 65.6 56.4 

Revenue INR mn 1,857 2,004 2,165 2,308 

Less: RM Cost INR mn 861 1,342 1,672 1,500 

Less: Process cost INR mn 231 241 231 248 

Total cost at EBITDA level INR mn 1,092 1,583 1,903 1,748 

Total cost at EBITDA level INR/ltr 33.1 48.0 57.7 53.0 

RM Cost INR/ltr 26.1 40.7 50.7 45.5 

Conversion cost 
 

7.0 7.3 7.0 7.5 

EBITDA INR mn 765 421 262 561 

EBITDA % 41.2% 21.0% 12.1% 24.3% 

 
INR/ltr 23.2 12.8 7.9 17.0 

Less: Depreciation INR mn 75 75 75 75 

Total Cost (EBIT level) INR mn 1,167 1,658 1,978 1,823 

EBIT INR mn 690 346 187 486 

EBIT margin % 37.2% 17.3% 8.6% 21.0% 

EBIT margin INR/ltr 20.9 10.5 5.7 14.7 

Interest INR mn 76 76 76 76 

PAT INR mn 461 203 84 307 

      
ROE % 85% 38% 15% 57% 

ROCE (post tax) % 29% 14% 8% 20% 

Pay back period years 3.95 6.51 12.02 4.63 

Total capital employed INR mn 1,800 1,800 1,800 1,800 

Source: Industry, JM Financial; assuming market purchase price of INR4500/t for C Heavy and INR12000/t B Heavy Molasses  
  

 

 Sugarcane price trend Exhibit 13.

 

Source: Industry; UP SAP is yet to be announce, for SS24 we estimate to increase by INR 20/ quintal 
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 Cumulative sugar production  (until 31
st
 Dec’23) Exhibit 14.

  Sugar Production (lac tonne) Mills in Operation 

Particulars Until 31st Dec'23 Until 31st Dec'22 YoY Until 31st Dec'23 Until 31st Dec'22 Change 

Maharashtra 38.2 47.4 -19% 195 201 -6 

Uttar Pradesh 34.7 30.8 13% 120 117 3 

Karnataka 24.0 26.7 -10% 73 73 0 

Gujarat 3.9 3.8 3% 15 16 -1 

Tamil Nadu 2.3 2.6 -13% 27 26 1 

Others  9.1 10.1 -9% 81 81 0 

Total Production 112.1 121.4 -8% 511 514 -3 

Source: Company, JM Financial 

 

 Short-term domestic sugar price trend Exhibit 15.

 
Source: Bloomberg, JM Financial 

 Short-term global sugar price trend Exhibit 16.

 
Source: Bloomberg, JM Financial 

 

 Long-term domestic sugar price trend Exhibit 17.

 
Source: Bloomberg, JM Financial 

 Long-term global sugar price trend Exhibit 18.

 
Source: Bloomberg, JM Financial 
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 Domestic demand-supply scenario Exhibit 19.

Y/E September; mn tonnes SS17 SS18 SS19 SS20 SS21 SS22 SS23 SS24E 

Opening stock 7.7 3.9 10.5 14.3 10.5 8.4 7.0 6.0 

Production 20.3 32.3 33.2 27.4 31.1 36.0 33.1 31.0 

YoY growth -19% 60% 3% -17% 14% 16% -8% -6% 

Uttar Pradesh 8.8 12.0 11.8 12.6 11.1 10.2 10.5 11.5 

Maharashtra 4.2 10.7 10.7 6.2 10.7 13.8 10.5 9.0 

Karnataka 2.1 3.7 4.4 3.5 4.5 6.1 5.6 4.0 

Imports 0.4 0.2 0.0 0.0 0.0 0.0 0.0 0.0 

Local consumption 24.4 25.4 25.5 25.3 26.0 26.5 27.8 28.5 

Exports 0.0 0.6 3.8 5.9 7.2 11.2 6.4 0.0 

Closing stock 3.9 10.5 14.3 10.5 8.4 6.7 6.0 8.5 

Surplus/Deficit -4.2 6.9 7.7 2.1 5.1 9.5 5.3 2.5 

# of months consumption 1.9 4.9 6.7 5.0 3.9 3.0 2.6 3.6 

Source: Industry, JM Financial 

 

 Global demand-supply scenario Exhibit 20.

Particulars ('000 tons) 2014/2015 2015/2016 2016/2017 2017/2018 2018/2019 2019/2020 2020/2021 2021/2022 2022/2023 2023/2024 

Beginning Stocks 44,798 48,756 44,422 42,012 51,574 52,871 47,702 50,354 44,488 38,558 

Total Sugar Production (Gross) 177,582 164,972 172,143 194,222 179,158 166,559 180,239 180,348 183,150 183,461 

YoY growth 1% -7% 4% 13% -8% -7% 8% 0% 2% 0% 

Brazil 35,950 34,650 39,150 38,870 29,500 30,300 42,050 35,450 38,050 41,000 

India 30,460 27,385 22,200 34,309 34,300 28,900 33,760 36,880 35,800 36,000 

Thailand 10,793 9,743 10,033 14,710 14,581 8,294 7,587 10,157 10,500 9,400 

Human Dom Consumption 168,037 168,976 169,148 173,287 172,240 171,427 172,133 173,240 176,374 178,431 

YoY growth 1% 1% 0% 2% -1% 0% 0% 1% 2% 1% 

Ending Stocks 48,756 44,422 42,012 51,574 52,871 47,702 50,354 44,488 38,558 33,681 

Surplus/(Deficit) 9,545 -4,004 2,995 20,935 6,918 -4,868 8,106 7,108 6,776 18.9% 

Inventory as % of consumption 29% 26% 25% 30% 31% 28% 29% 26% 22% 5,030 

Source: USDA website; as on 20
th
 Dec’23 
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developments referred to herein, and JM Financial Institutional Securities does not warrant its accuracy or completeness. JM Financial Institutional Securities may 

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 report. This 

report is provided for information only and is not an investment advice and must not alone be taken as the basis for an investment decision. 

This research report is based on the fundamental research/analysis conducted by the Research Analyst(s) named herein. Accordingly, this report has been 

prepared by studying/focusing on the fundamentals of the company(ies) covered in this report and other macro‐economic factors. JM Financial Institutional 

Securities may have also issued or may issue, research reports and/or recommendations based on the technical/quantitative analysis of the company(ies) covered 

in this report by studying and using charts of the stock's price movement, trading volume and/or other volatility parameters. As a result, the 

views/recommendations expressed in such technical research reports could be inconsistent or even contrary to the views contained in this report. 

The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. The user assumes the entire risk of 

any use made of this information. The information contained herein may be changed without notice and JM Financial Institutional Securities reserves the right to 

make modifications and alterations to this statement as they may deem fit from time to time. 

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. 

This report is not directed or intended for distribution to, or use by any person or entity who is a citizen or resident of or located in any locality, state, country or 

other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject JM Financial Institutional 

Securities and/or its affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be 

eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required to inform themselves of 

and to observe such restrictions. 

Additional disclosure only for U.S. persons: JM Financial Institutional Securities has entered into an agreement with JM Financial Securities, Inc. ("JM Financial 

Securities"), a U.S. registered broker-dealer and member of the Financial Industry Regulatory Authority ("FINRA") in order to conduct certain business in the 

United States in reliance on the exemption from U.S. broker-dealer registration provided by Rule 15a-6, promulgated under the U.S. Securities Exchange Act of 

1934 (the "Exchange Act"), as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission ("SEC") (together "Rule 15a-6"). 

This research report is distributed in the United States by JM Financial Securities in compliance with Rule 15a-6, and as a "third party research report" for 

purposes of FINRA Rule 2241. In compliance with Rule 15a-6(a)(3) this research report is distributed only to "major U.S. institutional investors" as defined in Rule 

15a-6 and is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research report and are 

not a major U.S. institutional investor, you are instructed not to read, rely on, or reproduce the contents hereof, and to destroy this research or return it to JM 

Financial Institutional Securities or to JM Financial Securities. 

This research report is a product of JM Financial Institutional Securities, which is the employer of the research analyst(s) solely responsible for its content. The 

research analyst(s) preparing this research report is/are resident outside the United States and are not associated persons or employees of any U.S. registered 

broker-dealer. Therefore, the analyst(s) are not subject to supervision by a U.S. broker-dealer, or otherwise required to satisfy the regulatory licensing 

requirements of FINRA and may not be subject to the Rule 2241 restrictions on communications with a subject company, public appearances and trading 

securities held by a research analyst account. 

Any U.S. person who is recipient of this report that wishes further information regarding, or to effect any transaction in, any of the securities discussed in this 

report, must contact, and deal directly through a U.S. registered representative affiliated with a broker-dealer registered with the SEC and a member of FINRA. In 

the U.S., JM Financial Institutional Securities has an affiliate, JM Financial Securities, Inc. located at 1325 Avenue of the Americas, 28th Floor, Office No. 2821, 

New York, New York 10019. Telephone +1 (332) 900 4958 which is registered with the SEC and is a member of FINRA and SIPC.  

Additional disclosure only for U.K. persons: Neither JM Financial Institutional Securities nor any of its affiliates is authorised in the United Kingdom (U.K.) by the 

Financial Conduct Authority. As a result, this report is for distribution only to persons who (i) have professional experience in matters relating to investments 

falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the "Financial Promotion Order"), (ii) 

are persons falling within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order, (iii) are outside 

the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial 

Services and Markets Act 2000) in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be 

communicated (all such persons together being referred to as "relevant persons"). This report is directed only at relevant persons and must not be acted on or 

relied on by persons who are not relevant persons. Any investment or investment activity to which this report relates is available only to relevant persons and will 

be engaged in only with relevant persons. 

Additional disclosure only for Canadian persons: This report is not, and under no circumstances is to be construed as, an advertisement or a public offering of the 

securities described herein in Canada or any province or territory thereof. Under no circumstances is this report to be construed as an offer to sell securities or as 

a solicitation of an offer to buy securities in any jurisdiction of Canada. Any offer or sale of the securities described herein in Canada will be made only under an 

exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable 

securities laws or, alternatively, pursuant to an exemption from the registration requirement in the relevant province or territory of Canada in which such offer or 

sale is made. This report is not, and under no circumstances is it to be construed as, a prospectus or an offering memorandum. No securities commission or 

similar regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained herein or the merits of the securities 

described herein and any representation to the contrary is an offence. If you are located in Canada, this report has been made available to you based on your 

representation that you are  an “accredited investor” as such term is defined in National Instrument 45-106 Prospectus Exemptions and a “permitted client” as 

such term is defined in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations.  Under no circumstances is the 

information contained herein to be construed as investment advice in any province or territory of Canada nor should it be construed as being tailored to the 

needs of the recipient. Canadian recipients are advised that JM Financial Securities, Inc., JM Financial Institutional Securities Limited, their affiliates and authorized 

agents are not responsible for, nor do they accept, any liability whatsoever for any direct or consequential loss arising from any use of this research report or the 

information contained herein. 


