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Q4FY2024 Results Preview

Sector: Agri Inputs and Specialty
Chemicals

Sector View: Positive

Our coverage universe

Companies Sl Reco. L
(Rs) (Rs)

Agri Inputs

Coromandel 1,148  Buy 1,225

International

Insecticides (India) 523  Buy 680

Pl Industries 3,904 Buy 4,000

UPL 490 Hold 580

Sumitomo 385 Hold 430

Chemical India

Speciality Chemicals

Aarti Industries 699 Hold 720

Atul Limited 5,883 Hold 7,300

NOCIL 264  Buy 320

SRF 2,593 Buy 2,745

Sudarshan 655  Buy UR

Chemical

Vinati Organics 1,484 Hold 1,700

Gujarat 3,251 Positive 4,514

Fluorochemical

PCBL 279 Positive 333

Source: Sharekhan Research; UR - Under Review
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Agri Inputs and Specialty Chemicals

Expect another soft quarter

Summary
¢ Agri-input companies to post yet another weak performance with a steep y-o-y revenue/margin decline
mainly due to weak performance in the export market and continued impact of inventory destocking.

+ Specialty chemical companies are expected to witness sequential improvement in demand, led by recovery
in few end-user industries and stable product prices.

+ Though near-term volatility in demand is a concern for specialty chemical players, we believe demand has
bottomed out and expect rebound in financial performance from its current level over the next few quarters.
Management’s commentaries on the demand/pricing outlook would be a key monitorable.

+ Preferred Picks: Vinati Organics, Aarti Industries, Pl Industries, and Sudarshan Chemicals.

Ongoing global inventory destocking and excessive capacity in China might result in
yet another weak quarter for the agri-input sector. Thus, we expect revenue (except
for Pl Industries, which might see strong CSM export growth) and margin contraction
for agri input companies under our coverage universe. Specialty chemical companies
are likely to post a sequential improvement in performance, given demand recovery
in some end-user industries and stable product prices due to lower dumping by
China. Management’s commentary on the recovery path would be keenly watched
out for Q4FY2024 results. Overall, we expect agri-input companies under our
coverage universe to report a steep PAT decline of 67% y-o-y, while specialty chemical
companies are expected to report a 24% y-o-y PAT decline in Q4FY2024. UPL is
expected to be worst impacted, while Pl Industries is likely to do well in the agri-input
space.

¢ Agri-inputs - Inventory destocking and lower product pricing to severely impact
earnings: We expect most of the companies to report subdued financial performance
mainly due to weak performance in the export market, continued impact of inventory
destocking, and excessive capacity in China. Lower product prices would also result
in y-0-y margin contraction for most companies in the space. We expect Pl industries
to perform well, driven by continued strength in the CSM export business. Overall, we
expect our agri-input coverage universe to report a 22% y-o-y revenue decline and
margin contraction of 367bps y-o-y, thus earnings are expected to decline by 67% y-o-y
in Q4FY2024.

¢ Specialty chemicals - Expect recovery in demand: We anticipate sequential
improvement, given demand recovery in some end-user industries and stable product
prices due to lower dumping by China. On a y-o-y basis, lower product prices are
expected to adversely impact margins. However, PCBL (new capacity ramp-up) would
be an exception with PAT growth estimate of 49% y-o-y, given healthy volume growth.
Overall, we see a revenue decline of 2% y-o-y for specialty chemical companies under our
coverage in Q4FY2024. We expect EBITDA margin to contract by 230bps y-o-y. Overall,
we expect specialty chemical companies under our coverage to post a PAT de-growth
of 24% y-o-y.

¢ Long-term growth outlook intact given China/Europe Plus One opportunity for
Indian specialty chemical players: Near-term volatility in demand is a concern for
specialty chemical players with high exposure to exports/discretionary sectors. However,
we believe global destocking is near its end and the market is expected to rebound
from its current level over the next few quarters. Long-term growth story for the Indian
specialty sector remains intact as China/Europe plus one strategy by global customers
makes Indian speciality chemical players well-positioned to increase their global market
share in the chemical space.

Valuation

The Indian speciality chemicals sector is well poised to capitalise on global tailwinds and
expand its global market share to 7-8% in the next few years from 4% currently, supported
by structural drivers, including the China Plus One strategy, import substitution, and
opportunities emerging from the recent supply chain disruption in China. We advise investors
to be selective and focus on quality companies as recent volatility in the stock market provides
opportunity to gradually accumulate such stocks as their long-term earnings growth outlook
remains intact.

Key risks

¢ High raw-material cost for agri and speciality chemical companies might affect margins if
they are unable to pass it on to customers.

¢ Intense competition from Chinese products could impact revenue/earnings growth.

+ Lower demand offtake for products of specialty chemicals players owing to slowdown in
economic activity may also affect earnings.

Leaders for Q4FY2024: Pl Industries, Sumitomo Chemical India, and PCBL.
Laggards for Q4FY2024: UPL and Coromandel International
Preferred Picks: Vinati Organics, Aarti Industries, Pl Industries, and Sudarshan Chemicals
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Q4FY2024 results estimates
Sales (Rs cr)

Company YoY
(%) (%)

Agri Inputs

ﬁﬁ;‘;gatir;dgl 4288 5476 217 215 6.9 7.4
Insecticides (India) 309 302 23 -13.8 11.5 -9.4
Pl Industries 2107 1,566 346 110 242 219
UPL 11,896 16569  -282 203 112 182
|Snu d”ill'tomo Chemical 667 652 23 231 161 124
Agri Inputs Total 19,267 24,564 -21.6 6.2 11.86 15.5
Speciality Chemicals

Aarti Industries 1,812 1,656 9.4 4.1 16.1 15.2
Atul Limited 1,188 1,195 06 44 139 125
NOCIL 343 393 -12.8 05 135 127
SRF 3688 3,778 24 208 211 247
?nu:j;::ea: Chemical 628 691 91 109 118 123
Vinati Organics 511 503 1.5 14.0 26.5 30.2
g‘:’g{gihemical 1,118 1471 240 127 234 350
PCBL Limited 1,559 1374 135 50 175 134
Speciality

Chemicals Total 10,847 11,061 -1.9 11.1 18.7 21.0

Source: Company; Sharekhan Research

Valuations
EPS (Rs) CAGR
over
Company CMP (Rs) PYoaE FY25E FY26E FY2023-
FY2025E
(%)

Agri Inputs
Coromandel International 1,148 57.6 722 81.7 19.1
Insecticides (India) 523 346 50.3 67.3 395
Pl Industries 3,904 103.1 122.0 141.8 17.3
UPL 490 -18.2 10.5 36.3 NA
Sumitomo Chemical India 385 7.1 9.3 11.8 28.9

Speciality Chemicals

Aarti Industries 699 11.4 19.5 29.8 61.7
Atul Limited 5,883 150.2 189.8 236.2 254
NOCIL 264 7.5 11.1 14.6 39.5
SRF 2,593 479 73.8 96.4 419
fn”(f:srf::: Chemical 655 123 19.8 27.0 482
Vinati Organics 1,484 30.1 39.0 48.2 26.5
Guijarat Fluorochemicals 3,251 41.2 105.3 124.5 73.8
PCBL Limited 279 15.5 17.3 19.6 12.5

Source: Company; Sharekhan Estimates, UR - Under Review
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Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.
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DISCLAIMER

This information/document has been prepared by Sharekhan Ltd. (SHAREKHAN) and is intended for use only by the person or entity to which it is
addressed to. This Document may contain confidential and/or privileged material and is not for any type of circulation and any review, retransmission,
or any other use is strictly prohibited. This information/ document is subject to changes without prior notice.

Recommendation in reports based on technical and derivatives analysis is based on studying charts of a stock’s price movement, trading volume,
outstanding positions, as opposed to focusing on a company’s fundamentals and as such, may not match with a report on acompany’s fundamentals.
However, this would only apply for information/document focused on technical and derivatives research and shall not apply to reports/documents/
information focused on fundamental research.

This information/document does not constitute an offer to sell or solicitation for the purchase or sale of any financial instrument or as an official
confirmation of any transaction. Though disseminated to all customers who are due to receive the same, not all customers may receive this report
at the same time. SHAREKHAN will not treat recipients as customers by virtue of their receiving this information/report.

The information contained herein is obtained from publicly available data or other sources believed to be reliable and SHAREKHAN has not
independently verified the accuracy and completeness of the said data and hence it should not be relied upon as such. While we would endeavour
to update the information herein on reasonable basis, SHAREKHAN, its subsidiaries and associated companies, their directors and employees
(“SHAREKHAN and affiliates”) are under no obligation to update or keep the information current. Also, there may be regulatory, compliance, or other
reasons that may prevent SHAREKHAN and affiliates from doing so. This document is prepared for assistance only and is not intended to be and must
not alone be taken as the basis for an investment decision. Recipients of this report should also be aware that past performance is not necessarily
a guide to future performance and value of investments can go down as well. The user assumes the entire risk of any use made of this information.
Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in
the securities of companies referred to in this document (including the merits and risks involved) and should consult its own advisors to determine
the merits and risks of such an investment. The investment discussed or views expressed may not be suitable for all investors. We do not undertake
to advise you as to any change of our views. Affiliates of Sharekhan may have issued other recommendations/ reports that are inconsistent with and
reach different conclusions from the information presented in this recommendations/report.

This information/recommendation/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 SHAREKHAN 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 themselves of and to observe such restriction.

The analyst certifies that the analyst might have dealt or traded directly or indirectly in securities of the company and that all the views expressed in
this document accurately reflect his or her personal views about the subject company or companies and its or their securities and do not necessarily
reflect those of SHAREKHAN. The analyst and SHAREKHAN further certifies that either he or his relatives or Sharekhan associates might have
direct or indirect financial interest or might have actual or beneficial ownership of 1% or more in the securities of the company at the end of the
month immediately preceding the date of publication of the research report. The analyst and SHAREKHAN encourages independence in research
report/ material preparation and strives to minimize conflict in preparation of research report. The analyst and SHAREKHAN does not have any
material conflict of interest or has not served as officer, director or employee or engaged in market making activity of the company. The analyst and
SHAREKHAN has not been a part of the team which has managed or co-managed the public offerings of the company, and no part of the analyst’s
compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this document. Sharekhan Ltd or its
associates or analysts have not received any compensation for investment banking, merchant banking, brokerage services or any compensation or
other benefits from the subject company or from third party in the past twelve months in connection with the research report.

Either SHAREKHAN or its affiliates or its directors or employees / representatives / clients or their relatives may have position(s), make market, act
as principal or engage in transactions of purchase or sell of securities, from time to time or may be materially interested in any of the securities or
related securities referred to in this report and they may have used the information set forth herein before publication. SHAREKHAN may from time
to time solicit from, or perform investment banking, or other services for, any company mentioned herein. Without limiting any of the foregoing, in
no event shall SHAREKHAN, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability
for any damages of any kind.

Forward-looking statements (if any) are provided to allow potential investors the opportunity to understand management’s beliefs and opinions in
respect of the future so that they may use such beliefs and opinions as one factor in evaluating an investment. These statements are not a guarantee
of future performance and undue reliance should not be placed on them. Such forward-looking statements necessarily involve known and unknown
risks and uncertainties, which may cause actual performance and financial results in future periods to differ materially from any projections of
future performance or result expressed or implied by such forward-looking statements. Sharekhan/its affiliates undertakes no obligation to update
forward-looking statements if circumstances or management’s estimates or opinions should change except as required by applicable securities
laws. The reader/investors are cautioned not to place undue reliance on forward-looking statements and use their independent judgement before
taking any investment decision.

Investment in securities market are subject to market risks, read all the related documents carefully before investing. The securities quoted are for
illustration only and are not recommendatory. Registration granted by SEBI, and certification from NISM in no way guarantee performance of the
intermediary or provide any assurance of returns to investors.

Client should read the Risk Disclosure Document issued by SEBI & relevant exchanges and the T&C on www.sharekhan.com

Registration and Contact Details: Name of Research Analyst - Sharekhan Limited, Research Analyst Regn No.. INH000006183. (CIN): -
U99999MH1995PLC087498.

Registered Office: The Ruby, 18th Floor, 29 Senapati Bapat Marg, Dadar (West), Mumbai - 400 028, Maharashtra, INDIA. Tel: 022-67502000.

Correspondence Office: Gigaplex IT Park, Unit No 1001, 10th floor, Building No.9, TTC Industrial Area, Digha, Airoli-West, Navi Mumbai - 400 708.
Tel: 022 61169000 / 61150000, Fax No. 61169699.

Other registrations of Sharekhan Ltd.: SEBI Regn. Nos.: BSE / NSE / MSEI (CASH / F&O / CD) / MCX - Commodity: INZ000171337; DP: NSDL/CDSL-IN-
DP-365-2018; PMS: INPO00005786; Mutual Fund: ARN 20669. BSE — 748, NSE - 10733, MCX - 56125, MSEI - 1043.

Compliance Officer: Ms. Binkle R. Oza; Tel: 022-62263303; email id: complianceofficer@sharekhan.com
For any complaints/grievance, email us at igc@sharekhan.com or you may even call Customer Service desk on - 022-41523200/022 - 33054600



