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Company Background:

Advanced Enzyme Technologies Limited, incorporated in 1989, is a
research driven company with global leadership in the manufacturing
of enzymes. The company is committed to provide eco-safe solutions
to wide variety of industries like human care and nutrition, animal
nutrition, baking, fruit & vegetable processing, brewing & malting,
grain processing, protein modification, dairy processing, specialty
applications, textile processing, leather processing, paper & pulp
processing, biofuels, biomass processing, bio catalysis, etc. The com-
pany aims to provide side-effect-free healthcare and eco-safe indus-
trial solutions to its customers globally, and is today, the largest
producer of enzymes in Central Asia. Equipped with state-of-the-art 7
manufacturing facilities and 7 research & development locations
across India, Germany and US, Advanced Enzymes exports to 45+
countries across 6 continents, and provides customized & effective
enzyme solutions coupled with the best in technical advice & superior
service to 700+ customers. Company is engaged in the research and
development, manufacturing and marketing of 400+ proprietary prod-
ucts developed from over 68 indigenous enzymes and probiotics.

Financials:

AETL has an equity capital of Rs.22.34 crore supported by reserves of

Rs.721 crore. With a share book value of Rs.66.60, its P/BV ratio works out to just 2.35x.The promoters
hold 57.88% of the equity capital, Mutual Funds hold 8.78%, FPIs hold 13.32%, which leaves 20.02% stake

with the investment public.

Performance:

For the quarter ended December 2019, its sales has increased 10 per cent to Rs.111.94 crore in Q3FY20
from Rs.101.74 crore in Q3FY19. Operating Profit showed an increase of 26.67 per cent to Rs.52.86 crore
in Q3FY20 from Rs.41.73 crore in the same quarter last year. PAT for Q3FY20 stood at Rs.33.61 crore as
against Rs.24.45 crore in the same quarter last year, showing an increase of 37.46 per cent. For SMFY20,
it posted a 24.23 per cent higher PAT of Rs.97.96 crore on 8 per cent higher sales of Rs.333.72 crore and
an EPS of Rs.8.77. During 9MFY20, its operating profit grew 16 per cent to Rs.153.62 crore v/s Rs.132.21
crore in 9MFY19. PAT has grown at 40.75% and income has grown 11.94% CAGR over the last 5 years.
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Concussions:

AT CMP of Rs.157, the stock is trading at PE of 13.5x on its EPS (TTM) of Rs.11.16 per share. AETL provides
proprietary enzyme products and customized enzyme solutions to various pharmaceutical and nutraceu-
tical companies in India, North America, Asia (ex-India), Europe and other countries globally. These prod-
ucts includes various anti-inflammatory solutions, digestion solutions, probiotics, etc. which are used by
customers as active ingredients. Probiotics have now become an integral part of several therapies for the
digestive disorders and newer applications for treatment of several other diseases are being developed.
Company has developed and upscaled technologies for the production and application of several impor-
tant probiotics. Company’s 73 per cent income comes from this segment and it is highly promising sector
in current scenario.

With strong earnings growth, we believe Advanced Enzyme Technologies Ltd is a potential re-rating can-
didate. We initiate coverage with a Buy and target price of Rs.230 (16x FY21E EPS). We are closely moni-
toring company's executions and keep upgrading our forecasts on the basis of earnings.

5 Year Financials:

INR Cr. FY15 FY16 FY17 FY18 FY19
Sales 222 293 329 391 420
Operating Profit 91 138 152 165 184
PBT 74 118 137 139 162
PAT 50 76 92 90 111
OPM 41% 47% 46% 42% 44%
NPM 23% 26% 28% 23% 26%

Quarterly & Nine Monthly Performances:

INR Cr. Q3FY20 Q3FY19 9MFY20

Sales 111.94 101.74 333.72

Operating Profit 52.86 41.73 153.62

Profit before tax 46.89 36.67 135.96

Net profit 33.61 24.45 97.96

EPS 3.01 2.19 8.77
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Disclosure:

Authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect
our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or
indirectly related to the specific recommendation(s) or view(s) in this report. Research Analyst or his/her relative or Equity99 Ltd. does
not have any financial interest in the subject company. Also Research Analyst or his/her relative or Equity99 Ltd. or its Associate may
have beneficial ownership of 1% or more in the subject company at the end of the month immediately preceding the date of publication
of the Research Report. Further Research Analyst or his/her relative or Equity99 Ltd. or its associate does not have any material conflict
of interest. Any holding in stock — No.

Disclaimer:

This report has been prepared by Equity99 Ltd. and is meant for sole use by the recipient and not for circulation. The information and
opinions contained herein have been compiled or arrived at, based upon information obtained in good faith from sources believed to
be reliable. Such information has not been independently verified and no guaranty, representation of warranty,

express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change
without notice. This document is for information purposes only. Descriptions of any company or companies or their securities
mentioned herein are not intended to be complete and this document is not, and should not be construed as an offer

or solicitation of an offer, to buy or sell any securities or other financial instruments. This report is not directed to, or intended for
display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen or resident or located in
any locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary
to law or regulation or what would subject Equity99 Ltd. or its affiliates to any registration or licensing requirement within such
jurisdiction. If this report is inadvertently send or has reached any individual in such country, especially, USA, the same may be ignored
and brought to the attention of the sender. This document may not be reproduced, distributed or published for any purposes without
prior written approval of Equity99 Ltd. Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate
fluctuations, which could have an adverse effect on their value or price, or the income derived from them. In addition, investors in
securities such as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be
considered to be taken as an offer to sell or a solicitation to buy any security. Equity99 Ltd. may from time to time solicit from, or perform
broking, or other services for, any company mentioned in this mail and/or its attachments. Equity99 Ltd. and its affiliated company(ies),
their directors, analysts and employees may; (a) from time

to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any
other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial
instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other
potential conflict of interests with respect to any recommendation and other related information and opinions. Equity99 Ltd., its
directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the
investments made or any action taken on basis of this report, including but not restricted to, fluctuation in the prices of shares and
bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc. Equity99 Ltd. or its associates
might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject
company for any other assignment in the past twelve months. Equity99 Ltd. or its associates might have received any compensation
from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in
respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services
or other advisory service in a merger or specific transaction in the normal course of business. Equity99 Ltd. or its analysts did not receive
any compensation or other benefits from the companies mentioned in

the report or third party in connection with preparation of the research report. Accordingly, neither Equity99 Ltd. nor Research Analysts
have any material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not based on
any specific merchant banking, investment banking or brokerage service transactions. Equity99 Ltd. may have issued other reports that
are inconsistent with and reach different conclusion from the information presented in this report. Research entity has not been
engaged in market making activity for the subject company. Research analyst has not served as an officer, director or employee of the
subject company.
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