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Top-line & Profitability (Coverage Universe)
Specialty chemicals, CRAMs to drive growth, lower 14000 - 30
crude to drive EBITDA... %00
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We expect a mixed picture for the I-direct Chemicals sector in Q4FY23E as a 12500 - /-I\I/.~
result of divergent demand conditions across end user sectors. While 12000 4 g
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agrochem, pharma and some specific specialty chemicals players are likely 11500
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to maintain their growth tempo, we expect a slowdown among packaging, 10500 |

pigments, dyes and polymer players. Moreover, crude oil prices came off by 10000 - L0
~9% QoQ over the course of quarter, which, in turn, may soften the cost of § 9 9 9 u
chemicals. We expect our coverage universe companies to report topline ¢ = L & z
growth of 11.5% YoY. We expect absolute EBITDA of our coverage universe ° ° < ° 3

to grow YoY to 12.7%. Bottomline for our coverage universe is expected to —Revenue  —— EBITDA Margin PAT Margin

report growth of 4.2% YoY.

Topline growth likely at 11.5% YoY, to be led by fluorine,
CRAMS, other specialty players

The growth capex undertaken by most companies over the last few years
will be the main lever for growth besides new forays. We expect strong  Navin Fluorine

traction to persist in fluorine chemistry, supported by high demand from the ?Lt'gdé‘;xzals
pharmaceuticals and agrochemicals industries. Companies dealing in

specialty chemicals and having significant order backlog, should be able to

maintain the momentum from the previous quarter. On the other hand,

packaging films and pigments segments, among others, along with
agrochemicals witnessing the seasonality trend in domestic market are likely

to witness muted demand from end user industries. We expect our chemical

universe companies to post topline growth of 11.5% YoY for Q4FY23E.

EBITDA margins to remain strong at 22%

Softening of crude oil prices during the quarter besides lower logistical and

freight costs is expected to grow EBITDA margins of our universe

companies. The expected higher growth vis-a-vis revenues is also expected

to be driven by higher growth from segments like fluorine and CRAMs, which

normally fetch higher margins. Another margin contributor could be better

operating leverage as significant capex (especially by fluorine players)

undertaken a few quarters back is now coming to the fore. We expect our  SiddhantKhandekar
coverage universe EBITDA margins to grow ~350 bps to 22%, leading to  Siddhantkhandekar@icicisecurities.com
EBITDA growth of 12.7% YoY. Karan Khona

karan.khona@icicisecurities.com
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Adjusted PAT to grow ~4.2% YoY

PAT for the universe is likely to grow ~4% YoY to ¥ 1694.6 crore. Lower
growth vis-a-vis EBITDA is attributable to higher depreciation and taxation.

Exhibit 1: Estimates for Q4FY23E (X crore)
A Revenue Change (%) EBITDA Change (%) PAT Change (%)
Q4FY23E  YoY Qo0 Q4FY23E  YoY QoQ Q4FY23E YooY Qo0
SRF 3,650.6 29 8.3 943.7 0.5 13.2 574.7 5.1 12,5
Pl Industries 16986 217 5.3 439.3 440 5.8 358.9 75.6 20
Sumitomo Chemical 693.6 43 8.0 106.9 1.9 11.2 80.0 12 -11.6
Vinati Organics 523.9 78 30 1479 6.6 9.7 113.8 12.6 111
Tata Chemical 42090 224 27 878.5 336 4.7 396.8 2.1 135
Navin Fluorine 607.9 48.7 19 1725 83.0 10.9 1175 56.3 10.2
Rallis India 541.1 6.6 -14.2 446 16704  -163 150 2060  -33.3

Sudarshan Chemical 587.5 6.3 129 62.9 -26.9 51.2 172 615 2,766.7
Neogen Chemicals 194.4 240 43 324 217 1.6 16.3 44 10.1
Astec Life 123.6 54.6 55 16.3 -15.1 341 44 494 4500
Total 12,880.2 115 3.8 28450 127 32 16946 42 1.0

Source: Company, ICICI Direct Research
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Exhibit 2: Company Specific view

Company
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Astec Lifescience

Remarks

We expect topline to grow 2.9% YoY to T 3650.3 crore to be driven by specialty chemicals, which are
expected to grow ~21% on the back of strong demand for fluorochemicals. EBITDA margin is likely to
decline 86 bps YoY to 25.9% leading to EBITDA of I 943.7 crore. PAT is expected to remain at T 574.7
crore (-5.1% YoY). Key Monitorable: Growth in speciality chemical segment and increase in prices of
refrigerant gases

We expect better growth from CSM to continue for this quarter as well on the back of strong order
backlog and decent demand from end-user industries. We expect topline to grow at 21.7% YoY to
1698.6 crore. EBITDA margin is likely to expand 400 bps YoY to 25.9% resulting in EBITDA growth of
44% YoY to % 439.3 crore. PAT should grow 75.6% YoY to ¥ 358.9 crore. Key Monitorable: Strong
CSM order book along with surge in new enquiries

We expect growing demand in international market will aid to export growth. However, seasonality
factor will turn out in the domestic market. We expect revenues to grow 4.3% YoY to ¥ 693.6 crore.
EBITDA margin should remain at 15.4%, leading to EBITDA de-growth of 1.9% YoY to % 106.9 crore. PAT
is expected to remain at ¥ 80 crore (+7.2% YoY). Key Monitorable: Gross margins, domestic
business growth and inventory situation

Decline in crude oil by 18% YoY and 9% QoQ may have negative implications for ATBS pricing. We
expect growth to be largely volume driven. Revenues are expected to grow 7.8% YoY to % 523.9 crore.
EBITDA margin is likely to remain at 28.2% (-32 bps YoY) translating to EBITDA of % 147.9 crore (+6.6%
YoY). PAT is expected to remain at  113.8 crore (12.6% YoY). Key Monitorables: Progress of Butyl
phenol plant utilisation and IBB business performance

We expect demand for soda ash to be resilient in Q4FY23. Comparing Q4FY23 to the prior quarter, we
anticipate decent sales volumes, especially in India, which faced winter related slowdown . Since there
has been a revival in a construction activity across the globe, we expect flat glass demand to also
have been improved and thereby the demand for soda ash. Revenues are expected to grow 22.4% YoY
to T 4259 crore. EBITDA margin is likely to remain at 20.6% (174 bps YoY) resulting into EBITDA growth
of 33.6% YoY to ¥ 878.5 crore. PAT is expected to remain at ¥ 396.8 crore (-2.7% YoY). Key
Monitorable: Growth in volume as well as soda ash prices

We anticipate revenues to increase by 48.1% YoY to % 607.9 crore, with growth in HPP and CRAMS
taking the lead. The revenue from HPP is likely to up by 78% YoY to ¥ 278.3 crore, while the same from
CRAMS to grow by 42% YoY to T 125 crore. EBITDA margin is likely at 28.4% (533bps YoY), in turn,
translating into EBITDA growth of 83% YoY to  172.5 crore. PAT is expected to remain at% 117.5 crore
(65.7% YoY). Key Monitorable: Increase in prices of refrigerant gases and HPP to grow significantly
while specialty chemical to grow up moderately

We expect new products to aid domestic topline growth, which is expected to increase by 6.6% YoY to
T 541.1 crore. EBITDA and PAT are expected to remain at ¥ 44.6 crore & I 15 crore. Key
Monitorable: CRAMS portfolio and volume growth in newly launched products

Revenues are likely to de-grow 6.3% YoY to ¥ 587.5 crore as the slowdown in pigments, dyes and
polymers is expected to persist especially in Europe. EBITDA margins are likely to remain at 10.7% (-302
bps YoY), leading to EBITDA decline of 26.9% YoY to ¥ 62.9 crore. Net profit is expected to decline
61.5% YoY to ¥ 17.2 crore. Key Monitorables: Improvement in end users demand, ramping up of
new products and product mix

Revenues are expected to grow ~24% to T 194 crore to be driven by ~41% growth in organic
chemicals. EBITDA margin is likely to remain at 16.7% (-31 bps YoY) leading to EBITDA growth of 21.7%
YoY to ¥ 32.4 crore. PAT is expected to increase 4.4% YoY to ¥ 16.3 crore. Key Monitorables:
Demand from agrochemical industry to remain strong

We expect revenues to de-grow by 54.6% YoY to ¥ 123.6 crore due to lower Trizole offtake, globally as

well as in India. EBITDAM is likely to decline 1088bps YoY to 13.2%, translating into EBITDA degrowth of
75.1% YoY to X 16.3 crore. PAT is expected to remain at ¥ 4.4 crore (-89.4% YoY). Key Monitorables:
Ramp up of herbicide plant utilisation and CRAMS performance

Source: Company, ICICI Direct Research
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Segments Revenue

g Q4FY22 01FY23 Q2FY23 Q3FY23 Q4FY23E
Specialty Chemical 15725 17224 18302 1,756.6 1,897.1
Technical Textile 496.7 5710 466.2 4259 4387
Packaging Segments  1,390.2 1,496.0 1,331.0 1,2027 1,214.7
Others 934 1056 1004 923  100.0
Seuments Revenue

/ 04FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23E
CSM 10760 11142 11421 12183 1.291.0
Domesticagriimput 2800 281.0 4011 4917 3100
Segments Revene

g 04FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23E
Specialty Chemical 1520 1590 1760 1770  169.0
CRAMS 600 880 590 390 85.0
HPP 1550 1510 1520 2110 2200
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Exhibit 3: ICICI Direct Coverage Universe (Chemicals)

Company CMP M Cap EPS (?) P/E (x) EV/EBITDA (x) RoCE (%) RoE (%)

) TPR) Rating (X Cr)  FY22 FY23E FY24E FY22 FY23E FY24E FY22 FYZ23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E
SRF 2439 2550 Buy 72305 635 583 736 344 374 297 213 224 179 238 189 2.0 221 177 190
Pl Industries 3030 3615 Buy 45971 555 769 91.8 561 405 339 397 311 253 163 188 195 138 162 163
Tata Chemical 1026 1170 Buy 26138 930 973 1106 104 99 87 66 55 54 118 113 117 16 10 112
Vinati Organics 2027 2055 Hold 200829 337 416 480 560 454 394 447 356 303 243 239 224 190 197 192
Sumitomo Chemical 425 525 Buwy 21,236 85 108 124 516 405 352 357 284 242 302 301 281 220 224 209
Navin Fluorine 4526 4,285 Hod 22438 523 657 860 796 634 484 579 423 312 178 183 191 140 155 174
Rallis India 206 223 Hold 4,000 84 87 118 265 257 189 152 155 114 127 114 147 97 94 116
Sudarshan chemical 411 310 Hod 2885 188 44 181 192 818 199 119 169 97 109 47 123 156 36 132
Neogen Chemicals 1605 1,535 Buy 4003 179 282 352 724 459 368 381 269 215 120 154 148 102 140 150
Astec Lifesciences 1356 1,307 Reduce 2,659 451 275 399 308 504 348 194 268 197 193 101 126 223 120 148

Source: ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorises them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined as
the analysts' valuation for a stock

Buy: >15%;
Hold: -5% to 15%;
Reduce: -5% to -15%;

Sell: <-15%
Nt | )
jﬂlCICIu':/w:'I<'un,‘} '1 ‘
!»-ulnvvn,n'l;:lurlm.uh;: | BHOB\(ER ‘
ICICI Securities Ltd. 7S STARMINE § ‘
= E-’-;‘a‘vst»\-.-.‘afd 2012 -/
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

1/We, Siddhant Khandekar, Inter CA, Karan Khona, CA, 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. It is also confirmed that above mentioned
Analysts of this report have not received any comp ion from the panies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock
broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture
capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial
interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as
such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsi with the recomr i p  herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities 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 ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities 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 ICICI Securities policies, in
circumstances where ICICI Securities 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

imul ly, not all customers may receive this report at the same time. ICICI Securities 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. ICICI Securities 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.

ICICI Securities 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.

ICICI Securities 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.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past
twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates 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 ICICI Securities nor Research Analysts and their relatives 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.

ICICI Securities or its subsidiaries collectively or R h Analysts or their
the research report.

do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one percent or more or other material conflict
of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.
Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.
We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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 ICICI Securities 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.
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