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POWERING YOUR FINANCIAL GROWTH Oct-Dec'23 Earnings Preview

<Ly B 202 Subdued demand persists

After 17/26/37% YoY drop in Rev/EBITDA/PAT in 2QFY24, on an aggregate
basis, we expect our universe of specialty chemical companies to register
Exhibit 1: PL Universe another weak quarter with 18/34/45% YoY drop in Rev/EBITDA/PAT led by lack

of demand and margin pressure. As per our channel checks, while destocking

(o] 2 Rating CMP (Rs) TP(Rs) 5 hears to be broadly over, demand still remains elusive, raising possibility

Aarti Industries Reduce 629 584 of sharper earning cuts for the chemical companies going forward, at least

Clean Science and Technology HOLD 1572 1,368 for another year. Our recent note also delved upon China returning to

Deepak Niitrite Reduce 2451 1881  capacity additions in chemicals, which spell trouble for Indian chemical

Fine Organic Industries Hold 4867 4,920 companies.

Gujarat Fluorochemicals Reduce 3,626 3,342

Jubilant Ingrevia HOLD 498 433 While we remain apprehensive on most names, we still see upside, although

Laxmi Organic Industries Reduce 289 267 limited, in Navin Fluorine and Vinati Organics.

Navin Fluorine International ~ Buy 3,823 4,260

NOCIL Reduce o7 236 ® Commodity prices cool off: While Brent is down 7%/8% YoY/QoQ, spot LNG

SRF HOLD 2481 2155 prices halved with respect to abnormally high prices previous year.

Vinati Organics Acc 1741 1885 Sequentially, Spot LNG prices rose 7% although both Brent and spot LNG

Source: PL R prices have cooled off to USD78/bbl and USD11/mmBtu in last few days post
Q3FY24.

Top Picks

" High feedstock prices: Compared with 8% sequential slide in Brent, benzene
and phenol, key raw materials for several chemical companies, have witnessed
3%/1% decline QoQ. Sulfuric acid prices have risen 19% QoQ while acetic acid
prices have decline by 19% QoQ. Freight also appears to have risen due to the
ongoing Red Sea conflict.

Navin Flurochemical International
Vinati Organics

" Lack of demand poses concerns for further earning cuts: We have cut PAT
estimates for Deepak Nitrite, Fine Org, Guj Fluoro, Navin Fluorine and Vinati
by 9%/25%/41%/38%/11% for FY24E as we incorporate delays in projects as
well as persistent weakness in demand. While inventory destocking appears to
be over, demand concerns have elongated, as per our channel checks. As a
result, we expect further cut in earnings of the chemical companies going
forward.

Top picks:

® Navin Fluorine International Ltd: We expect Rev/EBITDA/PAT to decline
25%/39%/57% YoY. However, considering the strong growth potential
especially in HPP and specialty chemicals and also the possibility of upsides
from new contracts in CDMO, we remain bullish on the stock. Despite a
sluggish FY24E, we expect 12% CAGR in EPS during FY23-26E. With a target
price of Rs4,260, we recommend a Buy rating on the stock.

"  Vinati Organics Ltd: With OPEC+ proactively managing oil prices, we expect
Swarnendu Bhushan US rig counts to remain steady. This would result in stable demand and
swarnendubhushan@plindia.com | 91-22-66322260 realization of ATBS, the main product of Vinati. We expect Rev/EBITDA/PAT
to decline by 10%/27%/30% YoY. With a target price of Rs1,885, we

recommend an Accumulate rating on the stock.
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Exhibit 2: Sequential Improvement in Basic Chemicals

Q3FY24 Q2FY24 Q3FY23 %Change %Change

Commodity Curr/Unit (Avg) i) (Avg) (Yov) (QoQ)

Caustic Soda USD/MT 430 413 677 -36% 4% 440
Soda Ash USD/MT 320 326 329 -3% -2% 374
Acetic Acid CNY/MT 3083 3,828 3075 0% -19% 4,850
Ethyl Acetate CNY/MT 6692 7075 6775 -1% -5% 7,600
Phenol USD/MT 1008 1015 1183 -15% -1% 1,125
PET CNY/MT 7100 7280 7251 -2% -2% 7,245
Phthalic Anhydride CNY/MT 7417 8350 8367 -11% -11% 8,450
TDI CNY/MT 16833 18167 19400 -13% -7% 18,100
Ammonia USD/MT 616 446 1150 -46% 38% 455
Sulfuric Acid CNY/MT 287 241 357 -20% 19% 310
Benzene USD/MT 895 927 837 7% -3% 960
Toluene USD/MT 842 965 848 -1% -13% 1,015
Crude Qil (Brent) USD/BBL 82 89 89 -7% -8% 93
Natural Gas USD/MMBtu 3 3 6 -50% 7% 2.6
Rapeseed Oil EUR/MT 922 962 1243 -26% -4% 965
Baltic Dry Index (RHS) Index 2163 1305 1444 50% 66% 1,593
Freightos Index (China to US East Coi Index 2383 2774 4393 -46% -14% 2,650
USDINR 83 83 82 1% 1% 83.1

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

Exhibit 3: Q3FY24 Result Preview

Company Name Q3FY24E Q3FY23 Remark
Sales 15,955 16,677 (4.3) 14,540 9.7
EBITDA 2,520 2,887 (12.7) 2,340 7.7 Export data shows strength on a sequential basis, expect
Aarti Industries  Margin (%) 15.8 17.3 -152 bps 16.1 -30 bps gross margin of 40.1% in Q3FY24 vs 41.3% in Q2FY24
PBT 1,045 1599  (34.6) 830 260 and41.5%in Q3FY23
Adj. PAT 878 1,365 (35.7) 920 (4.6)
Sales 1,908 2,374 (19.6) 1,811 5.4
} EBITDA 776 1,082 (28.3) 748 3.7 We expect weakness to continue in performance products
e Seence, ManN0) 407 45s 4mzbes 413 -oobps MM MALS, mpectgoss magn o decne fom
PBT 720 1,118 (35.6) 695 3.6 EBITDAM to decline from marginally QoQ
Adj. PAT 531 838 (36.6) 522 1.8
Sales 17,384 19,911  (12.7) 17,781 (2.2)
EBITDA 2,846 3,146 (9.5) 3,023 (5.8) YoY, the ramp up in phenol capacity expansion would ;
Decpak Nitite  Margin (%) 164 158 57bps 170 -G3bps ey tul Phenol spreads over benzeneipropylene remain
PBT 2,527 2,810 (10.12) 2,772 (8.8) phenolics in particular
Adj. PAT 1,823 2,000 (12.8) 2,051  (11.1)
Sales 4152 7,499  (44.6) 4,718  (12.0)
Fine Organic EBITPA e LAY (50.7) b (17.6) polymer' spreads remain weak; as a result, we expect )
Industries Margin (%) 20.7 23.3 -257 bps 22.1 -141 bps erucamide, the Iargest‘ produpt of the company to remain
PBT 876 1,764 (50.4) 1,065 17.7) weak; expect sequential decline in rev as well as margins
Adj. PAT 450 1,313 (65.7) 794 (43.3)
Sales 7,417 14,179  (47.7) 9,468  (21.7)
EBITDA 1,614 5,232 (69.1) 1,816 (11.2)
Gujarat 1514 exports remain weak, refrigerant prices yet to recover;

Margin (%) 21.8 36.9 19.2 259 bps expect sequential decline of 21.7% in sales with marginal

HEE improvement in EBITDAM
PBT 763 4,464 (82.9) 933 (18.2)

Adj. PAT 574 3,295  (82.6) 712 (19.3)

Fluorochemicals
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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

9,038
959
10.6
651
468
6,523
636
9.8
422
361
4,248
950
22.4
659
455
3,384
385
11.4
298
221
29,634
5,662
19.1
4,432
3,191
4,562
1,190
26.1
1,177
880

Q3FY24E Q3FY23

11,583
1,512
13.1
1,215
914
6,546
548
8.4
335
273
5,636
1,556
27.6
1,313
1,066
3,257
377
11.6
253
186
34,697
8,335
24.0
6,309
5,109
5,087
1,638
32.2
1,675
1,254

YOY(f,’/:)' Q2Fy24 Q0Q (f,’/g)'
(22.0) 10,199  (11.4)
(36.5) 1,177 (18.5)

-244 bps 11.5 -92 bps
(46.4) 798 (18.3)
(48.8) 574 (18.5)

(0.4) 6,523 -
16.1 685 (7.1)
138 bps 10.5 -74 bps
25.9 471 (10.3)
32.6 403 (10.3)
(24.6) 4,718  (10.0)
(39.0) 983 (3.4)

-525 bps 20.8 151 bps
(49.8) 772 (14.6)
(57.3) 606 (24.9)

3.9 3,509 (3.5)

21 453 (15.0)

-20 bps 12.9 -153 bps
17.8 365 (18.4)
18.5 272  (18.8)
(14.6) 31,774 (6.7)
(32.1) 6,262 (9.6)
-492 bps 19.7 -60 bps
(29.8) 4,148 6.8
(37.5) 3,008 6.1
(10.3) 4,481 1.8
(27.3) 1,108 7.4
-611 bps 24.7 136 bps
(29.7) 1,130 4.2
(29.8) 842 4.6

Remark

acetic anhydride prices have declined significantly on a
sequential basis, expect weakness across segments to
continue; rev and EBITDA to decline by 11% and 19%

QoQ

Expect broadly flat rev QoQ; EBIDTA to decline 7% QoQ
and marginal decline in EBITDAM on a sequential basis

exports remain weak; expect specialty chemicals which is
primarily agrochem to continue showing weakness while
refrigerant prices are yet to recover

expect weakness in demand to continue, primarily from
non-tyre segment; expect marginal contraction in
EBITDAM sequentially

refrigerant prices are yet to recover while agrochem
continues to show weakness; as a result, we expect 6.7%
sequential decline in sales and 9.6% decline in EBITDA

oil prices have remained steady and ATBS demand is
expected to remain steady in Q3FY?24; expect 1.8% Rev
growth and margin improvement with decline in feedstock
prices

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 629 584 2281 662 700 768 841 109 119 142 162 55 56 67 76 150 155 184 208 116 110 120 125 418 406 342 302
%‘*;’r‘;ggymea"d C HOLD 1572 1368 1670 94 78 89 100 40 32 37 42 30 23 27 30 278 213 250 285 332 205 203 197 566 738 629 551
Deepak Niitite C Reduce 2451 1881 3343 797 691 787 873 129 113 143 161 85 76 92 103 625 558 672 752 229 172 178 174 392 439 365 326
Fine Organic Industries S Hold 4867 4920 1492 303 182 194 201 78 43 40 42 59 32 31 34 1926 1057 1000 1093 476 198 165 161 253 460 487 445
gﬂfghemicals C Reduce 3626 3342 3983 568 344 474 622 197 83 131 190 125 38 68 105 1135 346 617 955 255 67 109 149 319 1047 587 380
Jubilant Ingrevia C HOLD 498 433 792 477 472 543 605 55 54 66 72 31 28 36 40 193 176 226 254 124 100 118 120 258 284 220 196
anad"L:Ts‘;riC:Sga"'c C Reduce 289 267 762 280 257 315 358 24 31 41 48 12 15 22 28 47 58 83 106 92 103 133 149 615 498 349 273
mfg’m;l'gﬁg{‘e C Bu 3823 4260 1894 208 196 264 320 55 44 65 81 38 25 41 53 757 495 832 1065 186 107 161 178 505 772 460 359
NOCIL S Reduce 274 23 457 162 143 166 191 25 23 27 32 15 13 16 20 90 78 98 118 100 82 96 108 306 350 281 233
SRF C HOLD 2481 2155 7353 1487 1398 1613 1790 353 310 360 417 216 167 194 226 729 563 653 762 229 151 153 156 340 440 380 325
Vinati Organics S Acc 1741 1885 1789 208 183 219 256 60 48 55 65 46 35 41 48 446 344 397 471 226 149 152 158 391 507 438 369

Source: Company, PL S=Standalone / C=Consolidated / Acc = Accumulate
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Exhibit 5: Change in Estimates
Sales PAT EPS
Rating Target Price
FY24E FY25E FY24E FY25E FY24E FY25E

v 5 g P Chn? . 7 Chn? . 3 Chn? . P Chn? . P Chn? ¢ ¥ Chn? ¢ ¥ Chn?
Aart Industries Reduce  Acc 584 584 0.0% 70008 70008  0.0% 76819 76819  0.0% 5620 5620 00% 6672 6672 00% 155 155 0.0% 184 184 0.0%
%ﬁ’:};g‘;}?cea”d HOLD  HOLD 1368 1368 0.0% 7,769 8114  -42% 8877 8878  00% 2261 2377 -49% 2654 2654 0.0% 213 224 -49% 250 250 0.0%
Deepak Nlitrite Reduce Reduce 1,881 1935 -28% 69,148 84976 -18.6% 78693 94272 -165% 7,610 8366 -9.0% 9168 10645 -13.9% 558 613 -9.0% 672 780 -13.9%
Fine Organic Industries  Hold Hold 4920 4252 157% 18213 24246 -24.9% 19124 25458 -24.9% 3242 4338 -253% 3066 4196 -26.9% 1057 1415 -253% 1000 136.9 -26.9%
gﬂf;:éhemicals Reduce Reduce 3342 2413 385% 34442 44211 -221% 47426 48972  -32% 3804 6436 -40.9% 6780 7213 -6.0% 346 586 -409% 617 657 -6.0%
Jubilant Ingrevia HOLD  HOLD 433 433 0.0% 47223 47223 0.0% 54255 54255  0.0% 2791 2791  00% 3600 3600 0.0% 176 176 0.0% 226 226 0.0%
m‘u";{rgsga”'c Reduce  Reduce 267 220 21.3% 25683 25683  00% 31521 31521  00% 1529 1529  00% 2185 2185 00% 58 58 00% 83 83 00%
m::g;:ggg{‘e Buy Buy 4260 4007 63% 19624 24303 -19.3% 26400 31152 -15.2% 2455 3960 -38.0% 4122 5564 -25.9% 495 799 -38.0% 832 1123 -259%
NOCIL Reduce  Reduce 236 226 43% 14345 14986  -43% 16569 17,308  -4.3% 1305 1242  50% 1625 1554 46% 78 15 50% 98 93 4.6%
SRF HOLD  HOLD 2155 2,156 0.0% 1539847 139,847  0.0% 161298 161208  00% 16700 16700  0.0% 19352 19396 -0.2% 563 563 0.0% 653 654 -0.2%
Vinati Organics Acc Acc 1885 1997 -5.6% 18255 19,881  -8.2% 21872 23435  -6.7% 3531 3958 -10.8% 4083 4473 -87% 344 385 -10.8% 397 435 -8.7%
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 Accumulate 584 510
2 Bayer Cropscience Accumulate 5,920 5,193
3 Bharat Petroleum Corporation Reduce 365 429
4 Bharti Airtel Accumulate 993 924
5 Clean Science and Technology Hold 1,368 1,374
6 Deepak Nitrite Reduce 1,935 2,076
7 Dhanuka Agritech BUY 1,060 883
8 Fine Organic Industries Hold 4,252 4,250
9 GAIL (India) BUY 151 124
10 Godrej Agrovet Hold 420 515
11 Guijarat Fluorochemicals Reduce 2,413 2,780
12 Gujarat Gas Accumulate 477 419
13 Gujarat State Petronet BUY 328 273
14 Hindustan Petroleum Corporation Sell 272 342
15 Indian Oil Corporation Reduce 94 109
16 Indraprastha Gas Hold 406 390
17 Insecticides India Accumulate 600 519
18 Jubilant Ingrevia Hold 433 412
19 Laxmi Organic Industries Reduce 220 254
20 Mahanagar Gas Hold 1,065 1,015
21 Mangalore Refinery & Petrochemicals Hold 94 96
22 Navin Fluorine International BUY 4,007 3,430
23 NOCIL Reduce 226 246
24 Oil & Natural Gas Corporation BUY 237 196
25 Oil India BUY 368 302
26 P.I. Industries BUY 4,600 3,648
27 Petronet LNG Hold 208 196
28 Rallis India Reduce 190 217
29 Reliance Industries Accumulate 2,618 2,388

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
January 8, 2024 6
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ANALYST CERTIFICATION
(Indian Clients)

We/l Mr. Swarnendu Bhushan- IIT, MBA Finance 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 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

www.plindia.com
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