y RESEARCIH

e
_
unhulunh

\ -|-|-—-|- 1
Resglt update 14h Bebruary, 2025



India Equity Institutional Research Il

Balaji Amines Ltd.

CMP Target
INR 1,516 INR 1,640

Potential Upside

8.2%
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Volume and pricing pressures weigh on performance

Market Cap (INR Mn) Recommendation Sector
INR 49,081 ACCUMULATE Specialty Chemicals

Result Highlights of Q3FY25:

* Balaji Amines’ revenue missed our estimates due to weak demand. EBITDA missed our estimates due to miss in the revenue and
operating deleverage. Adj. PAT missed our estimates due to weak operating performance, higher than expected depreciation expense,
and lower-than-expected other income.

*  We decrease our FY26E/FY27E EPS estimates by 23.0% and 24.2% to INR 83.4 and INR 102.5, respectively. This adjustment reflects the
weaker-than-expected Q3FY25 performance, persistent market headwinds impacting pricing, and slower-than-anticipated demand
recovery, which continue to exert pressure on profitability.

*  We roll over our valuation multiple to FY27E and assign a PE multiple of 16.0x to arrive at a target price of INR 1,640 (previously: INR
2,328). Given the reduced earnings outlook, we downgrade our rating to “ACCUMULATE” from “BUY”.

MARKET DATA

KEY FINANCIALS

S s s SR 'NR Millions FY23 FY24 FY25E FY26E FY27E
Mkt Cap (INR Mn) 49,081| |Revenue 23,554 16,415 14,376 16,532 19,012

EBITDA 6,091 3,237 2,405 3,924 4,848
52 Wk H/L (INR) 2,550/1,490 PAT 3255 2,049 1469 2703 3323
Volume Avg (3m K) 108 EPS 100.5 63.2 45.3 83.4 102.5
Face Value (INR) 2| | EBITDA Margin (%) 25.9% 19.7% 16.7% 23.7% 25.5%
Bloomberg Code BLAIN| | PAT margin 13.8% 12.5% 10.2% 16.3% 17.5%
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Muted demand and pricing pressure impact top-line growth

>
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For Q3FY25, the revenue decreased 18.4% YoY (-9.8% QoQ) to INR 3,127 Mn, due to decline in
volume and fall in price realization.

Total volume declined 10.4% (-8.5% QoQ) to 24,097 MT (Metric Tons) due to weak demand.

Amines volumes declined 2.4% YoY (-1.3% QoQ) to 7,515 MT, contributing 31.2% of total volume.
Amines Derivatives volumes declined 5.1% YoY (1.4% QoQ) to 8,809 MT, contributing 36.6% of
total volume. Specialty Chemical volumes declined 21.6% YoY (-22.6% QoQ) to 7,773 MT,
contributing 32.3% of total volume.

On average, price realization declined by 8.9% YoY (-1.4% QoQ) to INR 130 in Q3FY25. Capacity
utilization has decreased to 39.0% in Q3FY25 as compared to 43.0% in Q2FY25 and 47.0% in
Q3FY24.

Profitability hit by lower gross margins and operating deleverage

»

>

Gross margins contracted 157 bps YoY (-259 bps QoQ) to 43.2%, due to a steep fall in the price
realization.

EBITDA decreased 38.4% YoY (-24.7% QoQ) to INR 457 Mn. EBITDA margin contracted 474 bps
YoY (-288 bps QoQ) to 14.6%, primarily impacted by drop in gross margin and operating
deleverage.

Adj. Net profit decreased 32.8% YoY (-19.0% QoQ) to INR 332 Mn. Adj. PAT margin contracted
227 bps YoY (-120 bps QoQ) to 10.6%.

SHARE HOLDING PATTERN (%)

5.0% 17.5%

Revenue CAGR between FY24  Adj. PAT CAGR between FY24

Particulars Dec-24 Sept-24 Jun-24
Promoters 53.7 53.7 53.7
Flls 5.2 5.3 5.1
Dlls 1.7 1.8 1.6
Others 39.5 39.2 39.7
Total 100.0 100.0 100.0

and FY27E and FY27E

*Based on the previous closing

Note: All the market data is as of previous closing
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Other Highlights:

» Electronic Grade DMC (Dimethyl Carbonate): Additional equipment is being integrated into the existing DMC/PG plant. Most of
the equipment has been received, and the plant is expected to be commissioned by March 2025E.

> Propylene Glycol Pharma Grade: Enhancements are being made to the existing DMC/PG plant, allowing the production of
IP/USP/BP/EP grades of Propylene Glycol. The commissioning is targeted for March 2025E.

» Di Methyl Ether: The plant is currently under construction and is expected to be operational by Q1FY26E.

» N-Methyl Morpholine (NMM): A new NMM plant with a capacity of 15 MT/day is under execution at Unit IV. Detailed engineering is
nearing completion, with most equipment ordered and civil work in progress. Commissioning is planned for FY26E.

» Iso Propyl Amine: The company is modifying its existing Ethyl Amines plant at Unit-I to manufacture Iso Propyl Amines (MIPA/DIPA), with
a capacity of 20-21 MT/day. The plant is expected to be commissioned before June 2025E.

> Greenfield Solar Power Plant: The company has received approvals for setting up a 20 MW solar power plant in Maharashtra. In
the first phase, an 8 MW DC (6 MW AC) solar power plant is expected to be commissioned within FY25E, reducing energy costs
and aligning with ESG commitments.

» NBPT (N-(N-Butyl) Thiophosphoric Triamide) Plant: The company plans to establish a 2500 TPA plant in FY26E.

> Acrylonitrile (ACN) Plant: A new 60 MT/day ACN plant is planned at Unit-1ll MIDC, Chincholi. Detailed engineering is underway,
with procurement of critical equipment in progress. The plant is expected to be commissioned during FY26E.

» The company is investing INR 7,500 Mn in Balaji Specialty Chemicals Limited to expand into a wide range of products, including
Hydrogen Cyanide (HCN), Sodium Cyanide (NaCN), Ethylene Diamine Tetra Acetic Acid (EDTA), Benzyl Cyanide (BnCN), and
Phenylacetic Acid (PAA).

Valuation and view:

Balaji Amines experienced a decline in revenue during Q3FY25, primarily due to lower sales volumes and weaker price realization amid subdued
demand. The slowdown was evident across key product segments, including Amines, Amines Derivatives, and Specialty Chemicals, with Specialty
Chemicals witnessing the most significant contraction. The reduction in capacity utilization further reflected the impact of soft market
conditions. Margins were under pressure due to the steep decline in price realization, leading to gross margin contraction. Additionally, the
combination of lower sales and increased cost absorption challenges resulted in operating deleverage, further affecting profitability.

We decrease our FY26E/FY27E EPS estimates by 23.0% and 24.2% to INR 83.4 and INR 102.5, respectively. This adjustment reflects the weaker-
than-expected Q3FY25 performance, persistent market headwinds impacting pricing, and slower-than-anticipated demand recovery, which
continue to exert pressure on profitability. Unless pricing stabilizes and demand sees a meaningful rebound, near-term earnings visibility
remains challenging. We expect the revenue to grow at 5.0% CAGR and Adj. PAT to grow at 17.5% CAGR over FY24-FY27E. Currently, the stock is
trading at a PE multiple of 18.2x/14.8x based on FY26E/FY27E EPS, respectively. We roll over our valuation multiple to FY27E and assign a PE
multiple of 16.0x to arrive at a revised target price of INR 1,640 (previously: INR 2,328). Given the reduced earnings outlook, we downgrade our
rating to “ACCUMULATE” from “BUY” with an upside potential of 8.2%.

Quarterly trend in charts
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Result Snapshot

Q3FY25 Q2FY25 Q3FY24 9MFY25 9MFY24
Revenue from Operations 3,127 3,469 3,834 -9.8% -18.4% 10,444 12,276 -14.9%
Total Expenditure 2,670 2,862 3,092 -6.7% -13.6% 8,719 10,016 -12.9%
Cost of Raw Materials 1,685 2,219 2,013 -24.1% -16.3% 5,835 6,486 -10.0%
Purchase of Stock 0 0 0 NA NA 0.0 0.0 NA
Changes in Inventories 91 -339 104 NA NA -9 414 -102.2%
Employee Cost 185 193 206 -3.8% -9.8% 570 577 -1.3%
Other Expenses 709 789 769 -10.2% -7.9% 2,322 2,538 -8.5%
EBITDA 457 607 742 -24.7% -38.4% 1,725 2,260 -23.7%
EBITDA Margin (%) 14.6% 17.5% 19.4% -288 bps -474 bps 16.5% 18.4% -190 bps
Depreciation 19 120 108 -1.0% 9.5% 355 331 7.3%
EBIT 338 487 633 -30.5% -46.6% 1,370 1,929 -29.0%
Other Income 79 92 85 -14.4% -7.4% 252 209 20.6%
Interest Expense 8 1 15 -25.1% -48.4% 28 51 -44.6%
Share of Associates 0 o} 0 NA NA 0 0 NA
PBT before Exceptional 409 568 703 -28.0% -41.8% 1,593 2,087 -23.7%
Exceptional Items 0 0 0 NA NA 0 0 NA
PBT 409 568 703 -28.0% -41.8% 1,593 2,087 -23.7%
Tax 98 154 145 -36.5% -32.7% 411 488 -15.8%
Minority interest -20 5 64 -531.5% -132.0% 7 230 NA
PAT 332 410 494 -19.0% -32.8% 1,175 1,368 -14.2%
PAT Margin (%) 10.67% 11.8% 12.9% -120 bps -227 bps 11.2% 11.1% 10 bps
EPS 10.2 12.6 15.2 -19.0% -32.8% 36.3 42.2 -14.2%
Adj. PAT 332 410 494 -19.0% -32.8% 1,175 1,368 -14.2%
Adj. PAT Margin (%) 10.6% 11.8% 12.9% -120 bps -227 bps 11.2% 11.1% 10 bps
Adj. EPS 10.2 12.6 15.2 -19.0% -32.8% 36.3 42.2 -14.2%

Source: Company, DevenChoksey Research

Segmental volumes in a chart

Segmental Volumes YoY (MT) Segmental Volumes QoQ (MT)
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Exhibit 1: Profit & Loss Statement Exhibit 2: Balance Sheet
INR Mn FY23 FY24 FY25E  FY26E  Fy27E [ INRMn FY23 FY24 FY25E FY26E FY27E
Equity
Revenues 23,554 16,415 14,376 16,532 19,012
Equity Capital 65 65 65 65 65
oGS 12,764 12,612 9,162 7,954 8,266 Other Equity 16,917 18,868 20,337 23,039 26,362
Gross profit 10,790 3,803 5,213 8,578 10,746 Total Equity 16,982 18,932 20,402 23,104 26,427
Employee cost 851 823 803 951 1,046 || Non-Current
Liabilities
Other expenses 1 2 21 ,391 ,612
i b1o4 S S — : Borrowings 303 106 106 106 106
EBITDA 6,091 3,237 2,405 3,924 4,848
Deferred tax 812 875 875 875 875
Depreciation 456 454 477 544 649 | |liabilities (Net)
EBIT 5 635 2,784 1 928 3 380 4,199 Other Non-Current
’ ’ ’ ’ ’ Liabilities 38 o1 3 47 31
Finance Costs 120 64 42 60 60
LD G| e 1,042 1,00 1,008 1,012
Other Income 152 296 340 342 310 Liabilities 153 104 1004 ’ ’
PBT 668 016 2,226 662
= N i 3' ") Current Liabilities
Tax 1,611 693 564 767 934
Borrowings 273 91 158 158 158
PAT 3,255 2,049 1,469 2,703 3,323
Trade Paybles 622 778 380 437 502
EPS (INR) 100.5 63.2 45.3 83.4 102.5
Other current
liabilities 598 EAF) 5 420 483
Exhibit 3: Cash Flow Statement
Total Current ] 148 o .01 "
INR Mn FY23 FY24 FY25E FY26E FY27E Liabilities ,493 ,467 903 ,015 143
CFFO 3,822 2,196 2,957 2,447 2,834 Total Liabilities 2,646 2,529 1,907 2,023 2,156
CFFI (1,863) | (1,598) | (2,660) | (2,658) | (2,690) Non-Current Assets
CFFF (812) (750) 25 (60) (60)
Property FEGS 7,805 8,961 11,434 13,890 16,241
Net Inc/Dec in 6 8 and Equipments
cash 1,14 (152) 321 (271) 4 | )
Capital work-in-
Opening Cash 331 964 812 1,133 862 progress 132 2,026 2,026 2,026 2,026
Closing Cash 1,478 812 1,133 862 946 Other Non-current
362 505 221 254 293

assets

Exhibit 4: Key Ratio

Total Non-Current 9,300 11,492 13,681 16,170 18,559

INR Mn FY23 FY24 FY25E FY26E FY27E Assets
éB)ITDA Margins 25.9% | 19.7% 16.7% 23.7% | 25.5% Current Assets
i Inventories 3,028 2,869 1,891 2,038 2,500
meatrpir:zg) 13.8% 12.5% 10.2% 16.3% 17.5%
gint Trade Receivables 3,778 3,194 2,757 3,171 3,646
ROE (%) 19.2% 10.8% 7:2% 1.7% 12.6%
Cash and Bank 2,363 3,398 3,719 3,448 3,532
RoCE (% .0% 16.1% 11.0% 15.9% 16.9%
*) 3 >9 2 Oher current assets| 1,159 509 261 300 345
ROA (% 16.6% .5% 6.6% 10.8% 11.6%
(%) 95 Total Current
Assets 10,328 9,970 8,628 8,957 10,023
P/E(x) 15.1 24.0 33.4 18.2 14.8
Total Assets 19,628 21,462 22,309 25,127 28,583
Source: Company, DevenChoksey Research
KRChoksey Research
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Balaji Amines Ltd Rating Legend (Expected over a 12-month period)
Sate _' '_ Recommendatio Our Rating Upside
14-Feb-25 1,516 1,640 ACCUMULATE Buy More than 15%
20-Nov-24 1,996 2,328 BUY
Accumulate 5% —15%
09-Aug-24 2,222 2,569 BUY
18-May-24 2,211 2,643 BUY Hold 0-5%
12-Feb-24 2,201 2,831 BUY
Reduce -5%—0
21-Nov-23 2,030 2,172 ACCUMULATE
04-Sep-23 2,229 2,803 BUY Sell Less than - 5%
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