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Tatva Chintan Pharm Chem Ltd. Weak SDA impact partially offset by growth in other segments
CMP Target Potential Upside Market Cap (INR Mn) Recommendation Sector
INR 2,258 INR 2,548 12.9% INR 49,815 ACCUMULATE Specialty chemicals

Result Highlights :
* Revenue reported at INR 884Mn (-17.3% yoy [ -10.3% qoq) on account of decline in demand for SDAs which has contributed 7% of
total revenue as against 52% in Q1FY22. The de-growth in SDAs demand was partly offset by robust growth in other segments.

* EBITDA reported at INR 152Mn (-41.1% yoy [ -30.7% qoq) which is including the effect of foreign exchange (forex) loss worth INR
49.7Mn and EBITDA margin stood at 17.2%. However, EBITDA margin excluding forex loss stood at 22.83% at INR 201.9Mn which is
largely in the range of historical performance.

* Net Profit reported at INR 98Mn (-57.7% yoy [ -44.0% qoq), net margin reported at INR 11.1% (-1058bps yoy [ -669bps qoq).
* EPSstood at INR 4.42 in Q1FY23 compared to INR 7.90 in Q1FY22.

MARKET DATA Key Financials

Shares outs (Mn) 22

Equity Cap (INR Mn) 222 Revenue 2,632 3,004 4,336 5,448 6,802
Mkt Cap (INR Mn) 49,815 EBITDA 550 657 1,082 1,307 1,803
52 Wk H/L (INR) 2976/2001 PAT 378 523 959 1,041 1,448
Volume Avg (3m K) 28 PAT margin (%) 14.4% 17.4% 22.1% 19.1% 21.3%
Face Value (INR) 10 EPS 18.81 26.02 43.25 46.98 65.34
Bloomberg Code TATVAIN P/E (x) 48.0x 86.8x 52.2X 48.1x 34.6X

Source: Company data, KRChoksey Research

Change in product mix due to SDAs subdued performance

SHARE PRICE PERFORMANCE . L . . .
* As it was earlier indicated regarding shortage of semiconductors in H1FY23 due to

continued geopolitical issues and lockdown in China on account of COVID outbreak, it
200 has an impact on the overall performance, a decline of 89% yoy in SDAs revenues in
Q1FY23. However, overall revenue de-grew by 17% yoy, partly offset by rise in revenue
growth from other product categories. Revenue reported by 3 product segments
(PTCs, Electrolyte salts & PASC) grew by 60% at INR 818Mn compared with INR 515Mn

100 TN N s of average quarterly revenue in FY22.

*  We estimate PTCs [ SDAs | Electrolyte salts and PASC revenue to grow at a CAGR of
47.1% [ 5.4% [ 180.1% | 28.1% over FY22-24E.
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50
Weak Margins for the quarter; margins to advance in the full year FY23
0 « T T T T T i * During the quarter, EBITDA margins declined by 697bps yoy at 17.2% largely on account
AR d § 4 0§ 8 of low contribution from SDAs revenue being a highest margin product across all
2 < 2 S ‘2“ 2 3 segments. Further, the forex loss of INR 49.7Mn on account of rupee depreciation had
an impact on margins during the quarter, excluding which EBITDA margin stood at
. 22.8%. Further, lower SDA revenues from dahej facility had an impact on overall tax
Tatva Chintan Pharma Chem sensex rate, it rose to 28% in Q1FY23. We believe improvement in SDA revenues by H2FY23 will
further enhance margin profile in the range of 22-27% in the long run.
MARKET INFO Valuation
SENSEX 55,268 Tatva Chintan has a major focus on high purity products and green chemistry. Short term
NIFTY P challenges led by semiconductor shortage are expected to fade by Q2FY23 end, that is
10,454 expected to improve revenue for SDAs in H2FY23 delivering decline of ~10% yoy of total

revenue of FY22 in FY23E. Overall tax rate is expected to be in the range of 18-20% for the
SHARE HOLDING PATTERN (%) full year on account of 50% tax holiday for its Dahej facility. Accordingly, our revenue and

- PAT estimates to grow at a CAGR of 25.7% [ 44% over FY22-24E.
Particulars Jun22| Mar22| Dec21
Tatva Chintan is currently trading at PE multiples of 48.1x | 34.6x based on our FY23E /
Promoters 792 792 792 FY24E EPS, respectively. We are positive on the business growth across other product
Flis 3.5 3.0 2.9 categories, as it has started commercialization of multiple products during the quarter.
Dlls 0.8 hy o Further, expected completion of capacity expansion (2x of current capacity) has potential
to generate revenues at 2.0x. We estimate Q2FY23E to deliver muted performance due to
Others 6.6 9.7 10.1 weak outlook on the semiconductors supply. We revise our target price at INR
Total 100.0l 1000l  100.0 2,54.3/s)hare (39.0x FY24 EPS) and retain our ACCUMULATE recommendation (12.9%
upside).

Phone: +91-22-6696 5555, Fax: +91-22-66919576
Research Analyst

Priyanka Baliga, priyanka.baliga@krchoksey.com, +91-22-6696 5408 is also available on Bloomberg KRCS<GO>
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Key Concall Highlights

Revenue growth drivers

The major impact on SDA revenue was due to China lockdown, as Tatva Chintan has a large customer from China.

Revenue from Phase Transfer Catalysts (PTCs) stood at INR 403Mn (79% yoy) and maintained its leadership position in the
global market. During Q1FY23, it has started commercial sale from recently approved MNC.

Electrolyte salts revenue grew at INR 69Mn compared to INR 20Mn [ INR 11Mn in Q4FY22 | Q1FY23, respectively. It has
contributed ~8% of overall revenue as against 1-2% in previous quarters. It has started commercial sale for a new customer which
has energy storage device application. There is a rise in the commercial application of super capacitor, sodium and zinc
batteries.

Pharma and Agrochemicals Specialty Chemicals (PASC) segment reported revenue of INR 345Mn (28% yoy). It has started
commercialization of new product in this quarter where it expects incremental volume growth over the next few years.

It has completed pilot trials for the flame retardants and full scale trial will start from this week. It will start the production with
50-60MT/month and it has planned production of 5000MT/year FY24 onwards, post capacity expansion. The total market size
stands at 160K-170K MT per year. In flame retardants, there are no competitors in India. However, there are major international
players such as ICL, Lanxess and albemarle which are dealing in flame retardants.

The product with regards to metal extraction is expected to commercialize from Q4FY23E. The team is developing ultra high
purity products using specialized technology.

Margins

Improvement in SDA revenue in H2FY23 lead to uptick in margins for the year.

Tatva Chintan has completed its 5 year of 100% tax holiday from Dahej facility and it will have 50% tax holiday FY23 onwards over
the next 5 years. The management expects overall tax in the range of 18-20% for the year.

Other Key points:

Except SDAs, all other product categories are fungible in nature. Only SDAs production requires unique capacity.

Key Risks:

Changes in product mix is likely to have an impact on company’s margin performance.

Challenges faced in SDAs demand may get extended on account of semiconductor chips availability issues that may have a
negative impact on company’s revenue growth.

Phone: +91-22-6696 5555, Fax: +91-22-66919576

Research Analyst

Priyanka Baliga, priyanka.baliga@krchoksey.com, +91-22-6696 5408

is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ
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Q1FY23 Financial Result Performance

Revenue from operations
Cost of Materials consumed
Purchase of Stock-in-trade
Changes in Inventories
COGS

Gross Profit

GPM

Employee cost

Other Expenses

EBITDA

EBITDA Margin
Depreciation & amortization
EBIT

Other Income

Finance Cost

EBT

Tax expense/(credit)

PAT

PAT Margin

EPS

Source: Company data, KRChoksey Research

884.0 1,068.3
512.7 516.6
1.4 12.0

-125.5 3-4
3985 532.1
485.5 536.3
54.9% 50.27%
85.8 71.3
247.6 206.7
152.2 258.3
17.2% 24.2%
23.3 19.0
128.8 239.4
18.3 29.7
10.2 26.4
137.0 242.6
39.0 1.2
98.0 231.5
1.1% 21.7%
4.42 10.44

-17.3% 985.3 -10.3%
-0.8% 627.6 -18.3%
-5.5% 7-3 55.5%
-3759.5% -237.5 -47.1%
-25.1% 397.4 0.3%
-9.5% 587.9 -17.4%
473bps 59.7% -474bps
20.4% 825 4.0%
19.8% 285.9 -13.4%
-41.1% 219.5 -30.7%
-697bps 22.3% -507bps
22.9% 21.5 8.6%
-46.2% 198.0 -34.9%
-38.4% 3.5 416.7%
-61.5% 1.8 -13.9%
-43.6% 189.8 -27.8%
249.6% 14.7 165.7%
57.7% 175.1 -44.0%
-1058bps 17.8% -669bps
-57.7% 7.90 -44.0%

Research Analyst
Priyanka Baliga, priyanka.baliga@krchoksey.com, +91-22-6696 5408

is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ
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QUARTERLY FINANCIAL PERFORMANCE

Topline Performance: change in product mix led to sequential de-growth (SDAs contributed 7% in Q1FY23 v/s 40% in Q4FY22)

107.3% 105.9%
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Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q1FY22 Q2FY22 Q3FY22  Q4FY22 Q1FY23

EPTCs mSDAs = Electrolyte Salts ' PASC mm Revenue (INR mn)

Source: Company data, KRChoksey Research

YoY Growth (%)

Margin Performance: Q1FY23 margins impacted due to drop in SDA revenue contribution

29.0% 26.22%
o 21.67% 21.79%
24.2% o
22.7% % N
7 22.3% 17.77%
17.2%
I I 11.08%
Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q1FY23
mm EBITDA (INRmn)  ——— EBITDA Margin (%) I PAT (INRmn)  ——— PAT Margin (%)
Source: Company data, KRChoksey Research
KRChoksey Research Phone: +91-22-6696 5555, Fax: +91-22-66919576

Research Analyst

www.krchoksey.com
Priyanka Baliga, priyanka.baliga@krchoksey.com, +91-22-6696 5408

is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ
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KEY FINANCIALS

Income Statement (INR mn) FY20 FY21 FY22 FY23E FY24E
Revenues 2,632 3,004 4,336 5,448 6,802
COGS 1,328 1,494 1,946 2,479 3,061
Gross profit 1,305 1,510 2,390 2,969 3,741
Employee cost 205 241 308 409 510
Other expenses 550 611 1,000 1,253 1,428
EBITDA 550 657 1,082 1,307 1,803
Depreciation & amortization 48 67 82 92 102
EBIT 502 590 1,001 1,215 1,700
Interest expense 39 42 48 52 63
Other income 14 59 89 107 129
PBT 476 607 1,041 1,270 1,766
Tax 98 84 82 229 318
PAT 378 523 959 1,041 1,448
EPS (INR) 18.81 26.02 43.25 46.98 65.34
Source: Company data, KRChoksey Research

Balance Sheet (INR mn) FY20 FY21 FY22 FY23E FY24E
Property, plant and equipment (PPE) 992 1,085 1,279 1,575 1,734
Right-of-use assets 19 18 314 417 525
Capital work-in-progress 49 98 515 472 520
Other intangible assets 1 1 3 0 0
Other non-current assets 2 3 5 5 7
Total non-current assets 1,162 1,306 2,224 2,470 2,786
Inventories 636 720 1,700 1,642 1,677
Trade receivables 496 907 566 866 1,267
Cash and bank balance 108 53 1,770 2,702 4,004
Loans 17 1 2 109 136
Other current assets 57 131 288 277 278
Total current assets 1,327 1,843 4,359 5,649 7,428
TOTAL ASSETS 2,489 3,148 6,583 8,119 10,214
Equity share capital 80 201 222 222 222
Other equity 1,097 1,459 4,509 5,493 6,897
Total equity 1,177 1,660 4,731 5,715 7,119
Borrowings 387 268 131 131 131
Long term provisions 1 1 2 2 3
Deferred tax [ other non current liab 45 35 o] 0 0
Total non-current liabilities 436 308 138 140 142
Borrowings 405 635 1,068 1,368 1,668
Trade payables 316 475 445 597 839
Other financial liabilities 117 1 4 4 6
Other current liabilities 37 62 185 278 417
Provisions 1 1 2 2 3
Current tax liabilities (Net) 0 7 10 15 22
Total current liabilities 877 1,180 1,714 2,265 2,954
TOTAL EQUITY AND LIABILITIES 2,489 3,148 6,583 8,19 10,214

Source: Company data, KRChoksey Research

Research Analyst
Priyanka Baliga, priyanka.baliga@krchoksey.com, +91-22-6696 5408

KRChoksey Research

is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ

Phone: +91-22-6696 5555, Fax: +91-22-66919576
www.krchoksey.com
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Cash Flow Statement (INR mn) FY20 FY21 FY22 FY23E FY24E
Operating Cash Flow 253 195 204 979 1,393
Investing Cash Flow (402) (206) (1,968) (474) (589)
Financing Cash Flow 100 (46) 2,350 199 224
Net Inc/Dec in cash equivalents (49) (57) 585 704 1,028
Closing Balance Cash & Cash Equiv. 108 51 637 1,341 2,369
Source: Company data, KRChoksey Research

Key Ratios (%) FY20 FY21 FY22E FY23E FY24E
Margins and Return Ratios (%)

EBITDA Margin (%) 20.9% 21.9% 25.0% 24.0% 26.5%
Net Profit Margin (%) 14.4% 17.4% 22.1% 19.1% 21.3%
ROE (%) 32.1% 31.5% 20.3% 18.2% 20.3%
ROA (%) 15.2% 16.6% 14.6% 12.8% 14.2%
RoCE (%) 32.0% 33.0% 22.4% 22.6% 25.2%
Per Share Data

EPS 47.0 26.0 43.3 47.0 65.3
DPS 1.8 5.0 2.0 2.0 2.0
BVPS 146.5 82.6 213.4 257.8 321.2
Growth (%)

Revenue 27.6% 14.1% 44.4% 25.6% 24.9%
EBITDA 62.6% 19.6% 64.7% 20.8% 37.9%
PAT 84.0% 38.3% 83.4% 8.6% 39.1%
EPS 84.0% -44.7% 66.3% 8.6% 39.1%
Valuation (x)

P/E 48.0 86.8 52.2 4841 34.6
P/BV 15.4 27.3 10.6 8.8 7.0
Liquidity

Debt/Equity 0.7 0.5 0.3 0.3 0.3
Current Ratio 1.5 1.6 2.5 2.5 2.5
Debtor Days 69 110 48 58 68
Inventory Days 88 88 143 110 90
Creditors Days 44 58 37 40 45
Working Capital Days 13 140 153 128 13

Source: Company data, KRChoksey Research

Research Analyst
Priyanka Baliga, priyanka.baliga@krchoksey.com, +91-22-6696 5408

KRChoksey Research
is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ

Phone: +91-22-6696 5555, Fax: +91-22-66919576
www.krchoksey.com
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Tatva Chintan Pharma Chem Ltd Rating Legend (Expected over a 12-month period)
Date CMP (INR) TP (INR) Recommendation Our Rating Upside
27-Jul-22 2,258 2,548 ACCUMULATE Buy More than 15%
26-Apr-22 2,498 2,791 ACCUMULATE
3 al 72 Accumulate 5% — 15%
19-Jan-22 2,610 2,902 ACCUMULATE
Hold 0-5%
26-Oct-21 2,310 2,620 ACCUMULATE
1-Oct-21 2,150 2,379 ACCUMULATE iz i
Sell Less than - 5%

ANALYST CERTIFICATION:

I, Priyanka Baliga [M.Com, BMS (Finance)], Research Analyst, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately
reflect my views about the subject issuer(s) or securities. | 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.

Terms & Conditions and other disclosures:
KRChoksey Shares and Securities Pvt. Ltd. (hereinafter referred to as KRCSSPL) is a registered member of National Stock Exchange of India Limited and Bombay Stock Exchange Limited.
KRCSSPL is a registered Research Entity vides SEBI Registration No. INH000001295 under SEBI (Research Analyst) Regulations, 2014.

We submit that no material disciplinary action has been taken on KRCSSPL and its associates (Group Companies) by any Regulatory Authority impacting Equity Research Analysis activities.

KRCSSPL prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analyst covers.

The information and opinions in this report have been prepared by KRCSSPL and are subject to change without any notice. The report and information contained herein is strictly
confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of KRCSSPL. While we would endeavor to update the information herein on a reasonable basis, KRCSSPL is not under any obligation
to update the information. Also, there may be regulatory, compliance or other reasons that may prevent KRCSSPL from doing so. Non-rated securities indicate that rating on a particular
security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or KRCSSPL policies, in circumstances where KRCSSPL might be acting in an
advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. KRCSSPL will not treat
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or
strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their
own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent
judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. KRCSSPL accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a
guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. Our employees in sales and marketing team,
dealers and other professionals may provide oral or written market commentary or trading strategies that reflect opinions that are contrary to the opinions expressed herein, .In reviewing
these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

Associates (Group Companies) of KRCSSPL might have received any commission/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 brokerage services or specific transaction or for products and services other than brokerage services.

KRCSSPL or its Associates (Group Companies) have not managed or co-managed public offering of securities for the subject company in the past twelve months.

KRCSSPL encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report.
KRCSSPL 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 KRCSSPL nor Research Analysts have any material conflict of interest at the time of publication of this report.

It is confirmed that, Priyanka Baliga (M.Com, BMS (Finance)), Research Analyst, of this report have not received any compensation from the companies mentioned in the report in the
preceding twelve months. Compensation of our Research Analysts is not based on any specific brokerage service transactions.

KRCSSPL or its associates (Group Companies) collectively or its research analyst do not hold any financial interest/beneficial ownership of more than 1% (at the end of the month immediately
preceding the date of publication of the research report) in the company covered by Analyst, and has not been engaged in market making activity of the company covered by research
analyst.

Itis confirmed that, Priyanka Baliga (M.Com, BMS (Finance)), Research Analyst, do not serve as an officer, director or employee of the companies mentioned in the report.

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 KRCSSPL and affiliates 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 certain category of investors. Persons in whose possession this document may come
are required to inform them of and to observe such restriction.
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