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POWERING YOUR FINANCIAL GROWTH Jan-Mar'24 Earnings Preview

il < 2z Sequential Recovery Expected

Specialty chemical companies within our coverage are anticipated to report
another challenging quarter, with 8/28/38% YoY drop in Rev/EBITDA/PAT.

Exhibit 1: PL Universe These declines are primarily attributed to sustained demand pressure and
reduced realization stemming from Chinese dumping. However, we anticipate
(o] 2 RELIE) (CAIPIRE) HGE a modest improvement on a sequential basis for most companies within our
Aarti Industries Reduce 705 599 universe, as the destocking nears completion and some gradual
Clean Science and Technology HOLD 1335 1386 improvement in the realization is witnessed for a few chemicals. Despite this
Deepak Niitrite Reduce 2208 1985  short-term relief, the chemical sector is expected to face continued strain.
Fine Organic Industries HOLD 4361 4,351 This is largely due to China's ongoing capacity expansions and the
Gujarat Fluorochemicals HOLD 3270 3,313 anticipated increase in capacity utilization within the EU27, which will further
Jubilant Ingrevia HOLD 486 480 dampen demand and prices. Our Recent report, highlights the prolonged
Laxmi Organic Industries SELL 251 206 challenges ahead for Indian chemical companies.
Navin Fluorine Intemational ~ BUY 3,093 3,929
NOCIL Reduce 266 249 " Key Feedstock prices experiencing downturn: Crude oil prices have
SRF Reduce 2,614 2222 remained relatively stable YoY. However, key raw materials like Phenol,
Vinati Organics HOLD 1,489 1,554 Ammonia, Sulfuric Acid, and Rapeseed oil have experienced decline of
Source: PL Acc=Accumulate 7%/24%/11%/12% respectively. Conversely, Benzene prices have risen by
5%, while Toluene has seen a decline of 6% YoY. The impact of the Red Sea
Top Picks crisis is becoming evident, with freight costs witnessing a steep increase.

Navin Flurochemical International " Inventory destocking almost over: Most of the companies within our
coverage have stated that destocking has almost come to an end or will be

Vinati Organics concluded in the upcoming quarters post which they expect demand recovery.

® LNG prices cooling off: Brent saw a modest 1% YoY decline and was up 2%
QoQ, currently standing at USD90/bbl. Spot LNG prices have experienced a
significant downturn, plummeting by 18% YoY and 28% QoQ after being
exceptionally high last year.

Although we remain cautious on the sector we see some upside on below two

stocks:

® Navin Fluorine International Ltd (NFIL): We expect Revenue to be flat on
QoQ basis, with marginal improvement in EBITDA margin from 15.1% in
Q3FY24 to 17.5% in Q4FY24. Our long term outlook on the company remains
intact. We believe, investment of the company in HPP, Specialty and CDMO
business over FY24-25E. to drive long term growth story. Despite a sluggish
FY24E, we expect 14% CAGR in EPS during FY23-26E. With a target price of
Rs3,929, we recommend a Buy rating on the stock.

®  Vinati Organics Ltd: As upstream oil companies focus more on EOR, demand

for ATBS will aid the revenue growth of the company. Destocking is largely

over for major products like ATBS, IBB, IB and Butyl Phenol, all major plants

Swarnendu Bhushan have ramped up utilization. Additionally, the company will be launching several
U e I A e si e 2i ) projects in FY25. We expect Rev/EBITDA/PAT to decline by 8%/28%/40%

SUlE Al YoY, on QoQ basis with significant improvement to be visible only in FY25.

saurabhahire@plindia.com |

April 9, 2024 1


https://plindia.com/ResReport/SpecialtyChemicals-29-2-24-PL.pdf

ﬁ.’ Chemicals

Exhibit 2: Sequential Improvement in Basic Chemicals

. . Q4FY24 Q3FY24 Q4FY23 Latest
Commodity Curr/Unit (Avg) (Avg) (Avg) Price
Caustic Soda USD/MT 429 426 530 -19% 1% 490
Soda Ash USD/MT 280 323 353 -21% -13% 237
Acetic Acid CNY/MT 3085 3266 3100 0% -6% 3,050
Ethyl Acetate CNY/MT 6412 6626 6633 -3% -3% 6,000
Phenol USD/MT 984 1030 1060 -7% -5% 950
PET CNY/MT 7223 7174 7496 -4% 1% 7,325
Phthalic Anhydride CNY/MT 7467 7396 8300 -10% 1% 7,650
TDI CNY/MT 16834 17244 19000 -11% -2% 15,400
Ammonia USD/MT 478 602 630 -24% -21% 455
Sulfuric Acid CNY/MT 225 288 254 -11% -22% 330
Benzene USD/MT 1005 893 960 5% 13% 1,080
Toluene USD/MT 860 852 915 -6% 1% 930
Crude Oil (Brent) USD/BBL 82 80 83 -1% 2% 91
Natural Gas USD/MMBtu 2 3 3 -18% -28% 1.8
Rapeseed Oil EUR/MT 890 908 1012 -12% -2% 945
Baltic Dry Index (RHS) Index 1838 2096 1020 80% -12% 1,628
Freightos Index (China to US East Coast Index 5775 2391 2454 135% 141% 4,416
USDINR 83 83 82 1% 0% 83

Source: Industry, PL  Highlights - Light Green for >5% price increase; Light Red for >5% price decline

Exhibit 3: Q4FY24 Result Preview

Company Name QAFY24E  Q4FY23 YOY(g’/:)' Q3FY24 QOQ(?/;)'

Sales 20,846 16,550 26.0 17,320 20.4

EBITDA 2,989 2,510 191 2,600 150 we anticipate sequential performance improvement,
Aarti Industries  Margin (%) 14.3 15.2 -83 bps 15.0 -67 bps primarily led by a robust export which in turn is largely

PBT 1,395 1,340 41 1.170 19.3 volume led. Expect stable margins.

Adj. PAT 1,462 1,480 (1.2) 1,240 17.9

Sales 2,055 2,169 (5.3) 1,947 5.5

EBITDA 936 1,051 (10.9) 864 8.3 We anticipate a marginal improvement in revenue. Gross

Clean Science margins are projected to remain flat, with a slight

and Technology HETET {3 e LEE ROlngs A ALEIEES improvement in EBITDAM from 44.4% in Q3FY24 to
PBT 878 1,075 (18.4) 827 6.1 45.5% in Q4FY24.
Adj. PAT 672 805  (16.6) 624 7.7
Sales 20,850 19,614 6.3 20,092 3.8
EBITDA 3,329 3,480 (4.3) 3,047 9.3 YoY, the ramp up in phenol capacity expansion would

help, but phenol spreads over benzene/propylene remain

Deepak Nlitrite ~ Margin (%) 16.0 17.7 -178 bps 15.2 80 bps subdued ~16% QoQ; expect sequential weakness in
PBT 2,839 3,152 (9.9) 2,736 3.8 phenolics.
Adj. PAT 2,183 2,339 6.7 2,020 8.0
Sales 4,520 6,986 (35.3) 4,258 6.2
EBITDA 982 1,873  (47.6) 924 6.3

Fine Organic We expect demand slowdown to continue especially in US

Industries Margin (%) 21.7 26.8 -508 bps 21.7 3 bps and Europg, we expoec't the sales to go up 6% QoQ, on
PBT 089 1,863 (46.9) 946 45 YoY a decline of 35% is expected
Adj. PAT 740 1,381 (46.4) 697 6.2
Sales 10,846 14,714  (26.3) 9,917 9.4
EBITDA 2,191 5,293 (58.6) 2,151 1.9

e emicats M09 02 30 T 217 aenops Sorsiemanes epectseauenta decine of 2% 1
PBT 1,302 4,493 (71.0) 1,192 9.2
Adj. PAT 717 3,319  (78.4) 890  (19.4)
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Company Name

Jubilant Ingrevia

Laxmi Organic
Industries

Navin Fluorine
International

NOCIL

SRF

Vinati Organics

Sales
EBITDA
Margin (%)
PBT

Adj. PAT
Sales
EBITDA
Margin (%)
PBT

Adj. PAT
Sales
EBITDA
Margin (%)
PBT

Adj. PAT
Sales
EBITDA
Margin (%)
PBT

Adj. PAT
Sales
EBITDA
Margin (%)
PBT

Adj. PAT
Sales
EBITDA
Margin (%)
PBT

Adj. PAT

10,308
1,032
10.0
601
600
7,112
599
8.4
356
304
4,976
868

17.5

550
134
3,344
470
14.0
354
266
32,902
6,263
19.0
4,118
3,432
4,677
1,180
25.2
1,076
807

Q4FY24E QA4FY23

11,450
1,021
8.9
755
523
7,332
607
8.3
427
243
6,971
2,018
28.9
1,842
1,364
3,927
497
12.7
385
283
37,781
9,316
24.7
7,334
5,625
5,034
1,523
30.3
1,561
1,154

YoY gr.
(%)

(10.0)
1.1
110 bps
(20.4)
14.7
(3.0)
(1.3)
15 bps
(16.6)
24.8
(28.6)

(57.0)
-1149

bps
(70.2)
(90.2)
(14.8)
(5.5)
138 bps
(8.2)
(6.0
(12.9)
(32.8)
-562 bps
(43.9)
(39.0)
(7.1)
(22.5)
-503 bps
(31.1)
(30.0)

Q3Fy24 Q00 o
9,664 6.7
956 8.0
9.9 12bps
550 9.1
384 56.1
6,943 2.4
523 14.7
7.5 90 bps
296 20.6
272 11.5
5,018
757 14.8
15.1 237 bps
450 22.1
259  (48.3)
3,406 (1.8)
477 (1.6)
14.0 4 bps
402 (12.0)
298  (10.6)
30,530 7.8
5,658 10.7
18.5 50 bps
3,483 18.2
2,534 35.4
4,480 4.4
1,146 2.9
25.6 -36 bps
1,031 4.3
769 4.9

Remark

Speciality: Marginally better than previous quarter, but
margin pressure remains due to China dumping

NHS: Market is recovering, pricing improvement expected
Chemical Intermediate: Subdued demand, pricing
pressure amidst poor acetic acid prices & poor demand
from agro chemical

Revenue expected to be flat on QoQ basis, volumes have
been low due to weak global demand. Delay in Capex has
also hindered the revenue growth numbers.

Overall export appears bleak sequentially, we expect
marginal decrease in the revenue and some improvement
in EBITDAM

We expect 1-2% recovery in EBITDA margin on QoQ
basis. Export appears bleak sequentially.

We expect some improvement in Chemicals segement
driven by increase in realisation of refrigant gases. We
expect 10% QoQ improvement in sales.

Demand for ATBS and IBB has shown improvement, and
the destocking issue that hindered performance in past
quarters has almost phased out. Consequently, we
anticipate a slight sequential improvement in overall
performance.

Source: Company, PL
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Exhibit 4: Valuation Summary

CMP TP MCap Sales (Rs bn) EBITDA (Rs bn) PAT (Rs bn) EPS (Rs) RoE (%) PE (x)
Company Names S/C Rating R Rs) (Rs b

(Rs) (Rs) (Rsbn)  Fy23 FY24E FY25E FY26E FY23 FY24E FY25E FY26E FY23 FY24E FY25E FY26E FY23 FY24E FY25E FY26E FY23 FY24E FY25E FY26E FY23 FY24E FY25E FY26E
Aarti Industries C Reduce 705 599 2556 662 668 833 957 109 99 135 151 55 43 60 64 150 119 166 176 116 86 112 110 469 590 424 400
%‘*;’r‘;ggymea"d C HOLD 1335 138 1418 94 77 89 100 40 33 36 41 30 24 26 29 278 227 243 277 332 218 196 191 480 588 550 482
Deepak Niitite C Reduce 2208 1985 3012 797 764 822 913 129 115 145 162 85 78 93 104 625 568 683 763 229 175 180 172 353 388 324 289
Fine Organic Industries S HOLD 4,361 4,351 1337 303 188 198 207 78 45 42 45 59 34 32 35 1926 1100 1049 1145 476 206 172 167 226 396 416 381
gﬂfghemicals C HOLD 3270 3313 3502 568 423 488 619 197 99 124 171 125 49 62 91 1135 450 561 828 255 86 98 130 288 726 583 395
Jubilant Ingrevia C HOLD 486 480 773 477 406 470 536 55 40 50 54 31 17 25 28 193 105 155 178 124 61 85 90 251 462 314 274
anad"L:Ts‘;riC:Sga"'c C SELL 251 206 662 280 279 325 364 24 23 34 40 12 11 17 23 47 40 66 86 92 73 109 128 534 621 382 292
mfg’m;l'gﬁg{‘e C BUY 3093 3920 1532 208 196 264 320 55 38 63 84 38 19 41 56 757 378 819 1122 186 82 159 188 408 818 378 276
NOCIL S Reduce 266 249 444 162 142 164 189 25 20 25 30 15 12 15 19 90 71 89 113 100 74 89 106 298 376 300 235
SRF C Reduce 2614 2222 7749 1487 1269 1461 1614 353 235 304 354 216 109 153 180 729 369 515 606 229 101 128 134 358 709 508 431
Vinati Organics S HOLD 1489 1554 1531 207 184 208 244 56 45 51 60 41 31 36 43 399 305 350 415 203 133 137 145 373 488 426 359

Source: Company, PL S=Standalone / C=Consolidated / Acc = Accumulate

April 9, 2024



2

Chemicals
Exhibit 5: Change in Estimates
Sales PAT EPS
Rating Target Price
FY24E FY25E FY24E FY25E FY24E FY25E
% % % % % % %
v 5 © 7 Chng. . 7 Chng. . 3 Chng. . P Chng. . P Chng. v P Chng. v P Chng.
Aarti Industries Reduce  Reduce 509 599 0.0% 66846 66,846  00% 83284 83284  0.0% 4332 4039 72% 6034 603 00% 119 111 72% 166 166 0.0%
%ﬁ’:};g‘;}?cea”d HOLD  HOLD 1386 1425 -28% 7,694 7769  -1.0% 8856 8877 -02% 2414 2261  67% 2579 2654 -28% 227 213 67% 243 250 -2.8%
Deepak Niitrite Reduce Reduce 1985 1985 0.0% 76406 76406  00% 82181 82181  00% 7,753 8261 -62% 9309 9309 00% 568 606 -62% 683 683 0.0%
Fine Organic Industries  HOLD ~ HOLD 4,351 4575 -4.9% 18816 18816  00% 19757 19757  0.0% 3373 3365  02% 3217 3212  02% 1100 1098 02% 1049 1048 0.2%
I?ILJJ:rI:(t;hemicals HOLD  HOLD 3313 3727 -11.1% 42324 41712  15% 48750 48750  0.0% 4945 4793  32% 6164 6160 -0.1% 450 436 32% 561 562 -0.1%
Jubilant Ingrevia HOLD  HOLD 480 497 -34% 40621 47223 -14.0% 47036 54255 -13.3% 1674 2791 -40.0% 2464 3600 -31.6% 105 176 -40.0% 155 226 -31.6%
hzxu”;{rgsga”'c SELL  SELL 206 221 -66% 27913 26646  48% 32475 32185  0.9% 1,066 846  260% 1733 1598  85% 40 32 260% 66 61 85%
m::g;:ggg{‘e BUY  BUY 3929 3727 54% 19624 19624  00% 26409 26400  0.0% 1874 1957 -42% 4058 3825 61% 378 395 -42% 819 772 6.1%
NOCIL Reduce  Reduce 249 254 -20% 14226 14510  -20% 16431 16,759  -20% 1178 1198 -1.7% 1478 1506 -1.9% 74 72 -17% 89 90 -1.9%
SRF Reduce Reduce 2222 2127 4.5% 126947 128972  -1.6% 146,056 148411  -1.6% 10923 12895 -153% 15261 16426 -7.1% 369 435 -153% 515 554 -7.1%
Vinati Organics HOLD  HOLD 1554 1626 -44% 18096 18571  -26% 20791 21313  -25% 3134 3253 -37% 3596 3726 -35% 305 317 -37% 350 362 -3.5%
Source: Company, PL C=Current / P=Previous / Acc=Accumulate / UR=Under Review
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Analyst Coverage Universe

Sr.No. Company Name TP (Rs) Share Price (Rs)
1 Aarti Industries Reduce 599 663
2 Ashok Leyland BUY 210 176
3 Bajaj Auto Sell 6,300 9,010
4 Bharat Forge Accumulate 1,270 1,146
5 Bharat Petroleum Corporation Sell 504 592
6 Bharti Airtel Accumulate 1,225 1,134
7 CEAT Accumulate 2,980 2,686
8 Clean Science and Technology Hold 1,425 1,461
9 Deepak Nitrite Reduce 1,985 2,283
10 Divgi Torgtransfer Systems BUY 1,135 843
11 Eicher Motors Accumulate 4,215 4,031
12 Endurance Technologies Hold 1,980 1,900
13 Exide Industries Accumulate 350 322
14 Fine Organic Industries Hold 4,575 4,496
15 GAIL (India) Sell 162 201
16 Guijarat Fluorochemicals Hold 3,727 3,616
17 Gujarat Gas Hold 548 565
18 Gujarat State Petronet Accumulate 399 378
19 Hero Motocorp Accumulate 5,070 4,525
20 Hindustan Petroleum Corporation Reduce 400 462
21 Indian Oil Corporation Sell 144 170
22 Indraprastha Gas Sell 383 475
23 Jubilant Ingrevia Hold 497 484
24 Laxmi Organic Industries Sell 221 271
25 Mahanagar Gas Sell 1,125 1,485
26 Mahindra & Mahindra BUY 2,306 2,013
27 Mangalore Refinery & Petrochemicals Sell 142 233
28 Maruti Suzuki BUY 14,350 12,422
29 Navin Fluorine International BUY 3,727 3,018

PL’s Recommendation Nomenclature

Buy T >15%
Accumulate : 5%to 15%
Hold : +5% to -5%
Reduce : -5% to -15%
Sell 1 <-15%
Not Rated (NR) . No specific call on the stock
Under Review (UR) : Rating likely to change shortly
April 9, 2024 6
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ANALYST CERTIFICATION
(Indian Clients)

We/l Mr. Swarnendu Bhushan- IIT, MBA Finance, Mr. Saurabh Ahire- MBA, Passed CFA Level Il Research Analysts, 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.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER
Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL") is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions
of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHO00000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any
other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest
at the time of publication of this report.

It is confirmed that Mr. Swarnendu Bhushan- IIT, MBA Finance, Mr. Saurabh Ahire- MBA, Passed CFA Level || Research Analysts 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 merchant banking, investment banking or brokerage service transactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations 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.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company 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 subject company or act as an
advisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s)
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or
regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act,
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major
Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted
onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major
Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209
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