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We hosted an industry expert and 10 companies (Aether Industries, Alkyl Amines,
AMI Organics, Fine Organics, Galaxy Surfactants, | G Petrochemicals, Rossari
Biotech, Vishnu Chemicals, Yasho Industries and an unlisted surfactant player) in
our Specialty Chemicals Conference 3.0 held on 18" August, 2022 at our Motilal

g _/1 : Oswal Tower, Mumbai. The key event highlights are furnished below:
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/\ Key takeaways from the session with industry expert
Capex juggernaut set to continue; m There is an increased focus on cost cutting and movement from batch to

with new and cross chemistries

. . continuous process that helps reduce space requirement as well as opex
being ventured into

drastically through decline in usage of utilities and waste reduction. Broadly,

Moriiar Osw R, chemical companies follow two strategies: product and process.

S ® Under the product strategy, the focus is on product development rather than
on cost control or effective process technology. At times, product may not have
a ready market — the companies may have to approach consumers and
demonstrate the effectiveness of their products towards whatever purposes
they are intended for.

B They safeguard knowledge about their products through in-house development/
patents/ use of excipients/ lesser attrition. A few examples are Fine Organics,
Galaxy Surfactants, Sudarshan Chemicals, NOCIL, and Aether Industries.

m  Under the process strategy, the focus is on process optimization and continuous
cost cutting on existing products. Attributes required are engineering skills and
co-operation between R&D and production teams. A few examples of such
companies are Eternis, Jayant Agro, UPL, and Laxmi Organics.

m The gap between India and the West in terms of knowledge has narrowed
significantly. India has vast resources in terms of chemistry and chemical
engineers. Howev er, the risk taking capabilities are not high. Since technology

e — development requires high risk appetite, most of the domestic companies have

' so far not ventured into that direction.

Indian Specialty Chemicals to
benefit from China+1 strategy
Three common highlights from the corporate sessions

Capex investments by our coverage m  Capex is a key theme: Fine Organics is looking for a land in Gujarat for the next
universe has been robust phase of expansion; their existing capacities would run out soon (by Mar’23).
Capex (INR b) Aether Industries is planning a capex of INR4.5b. | G Petrochemicals is expanding
—O— Cumulative capex (INR b) X . : . " X . .. ..
its Phthalic and Maleic Anhydride capacities. Vishnu Chemicals is increasing its

= capacity for a capex of INR1.8-2.0b. Rossari Biotech expects to add more
N
a3 modules at Dahej. Alkyl Amines is expanding its amine capacity. Yasho is more
< ~
g @ © than doubling its capacity while Ami is adding a new line for electrolytes.
m  Import substitution guides product development: Aether is expanding its
EEEEEREE current basket of 16 products primarily based on import substitution. | G
N~ O A A d A mn N . ” R q q q q
Petrochemicals’ expansion also takes into account the huge import substitution
LEeENX2ITN B Y of Phthalic and Maleic Anhydrides. Vishnu’s expansion is also based on domestic
tzzzzazzaxzd g
[ demand-supply gap.
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Reliable alternate suppliers: The past few quarters have witnessed unseen
volatility in freight and raw material costs. As a result, several suppliers have
enforced force majeure. However, companies such as Fine Organics battled the
uncertainties and even serviced the consumers who were facing issues with
other suppliers. These would further help Indian companies establish
themselves as reliable suppliers and take advantage of the China+1 strategy.

Valuation and recommendation from our coverage universe

Please note that Vinati Organics and NOCIL did not participate in the conference.
However, we provide our view on the names on which we have a BUY rating in our
coverage universe, namely, Vinati Organics, NOCIL and Galaxy Surfactants.

v

Vinati Organics Limited

£ '
J

NOCIL LIMITED

V2 Gty

Gilobal Supplier to Global Brands

Vinati Organics (VO): Veeral Organics Pvt. Ltd. (wholly owned subsidiary of VO)
is also set to commence production of MEHQ, Guaiacol and Iso Amylene in
1HFY24E, which should propel VO into the next-level of its growth story. Veeral
Additives will commence production of AOs from Butyl Phenol, thus resulting in
forward integration. The stock is trading at 36x FY24E EPS and 28x FY24E
EV/EBITDA, with return ratios of 22-25%. We value the company at 45x FY24E
EPS to arrive at our TP of INR2,680.

NOCIL: Debottlenecking of its existing units is expected in the near term, even as
NOCIL evaluates its plans for the next three-to-five years. Domestic Tyre
companies are planning to ramp up production, with a planned capex of
INR200b over the next three years. The stock is trading at 18x FY24E EPS of
INR15 and 11x FY24E EV/EBITDA. We value the company at 22x FY24 EPS, to
arrive at our TP of INR319.

Galaxy Surfactants (GALSURF): Capex guidance was at INR1.5b each for
FY23/FY24, similar to that in FY22. Expansion of products is expected to be
across the board, but the focus will mainly be on Specialty Care Products. The
stock is currently trading at 35x FY24E EPS and 23x FY24E EV/EBITDA. We value
the company at 45x FY24 EPS, or INR89, to arrive at our TP of INR4,000.

Exhibit 1: Difference between product and process strategies, some companies follow both the strategies

Two Strategies of Chemical Manufacturers

Product Strategy Process Strategy

Focus on developing

Focus on manufacturing

performance molecules with high molecules with established
margins. markets

Cost effective manufacturing Molecule development
secondary. secondary.

Source: Industry, MOFSL
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Exhibit 2: Valuation snapshot of companies that participated in MO Specialty Chemicals Day 3.0

Company CMP MKkt Cap EPS (INR) P/E (x) P/BV (x) EV/EBITDA (x) ROE (%)
(INR) (NRb) FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E
Fine Organic 6,100 187 84.7 146.4 134.1 473 41.7 455 128 144 116 33.2 285 31.8 30.7 39.2 27.7
Alkyl Amines 2,945 150 440 595 755 649 495 390 147 123 9.8 446 33.8 26.6 252 274 279
Galaxy Surfact. 3,152 112 74.1 923 102.1 38.6 342 309 65 6.2 54 26.2 228 20.7 183 193 187
Aether Industri.* 859 107 9.7 38.8
Rossari Biotech 915 50 17.8 26.5 358 512 346 255 6.2 5.2 44 271 189 15.2 16.1 16.5 18.9
Ami Organics 960 35 19.7 26.2 351 508 36.7 274 7.0 57 47 33.8 247 184 209 165 186

Vishnu Chemicals 1,802 22 68.1 106.8 141.1 235 169 128 69 53 3.8 145 108 8.7 344 315 294
| G Petrochems 616 19 859 790 686 82 78 90 20 16 14 52 49 55 281 209 157
Yasho Industries* 1,450 17 47.3 40.7 12.7 25.3 41.8

*Estimates not available on Bloomberg Source: Bloomberg, MOFSL

Exhibit 3: Capex investments by our universe have been robust over the past eight years, which are set to continue
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Source: Companies, MOFSL
Exhibit 4: Gross block for our universe has posted a 12% CAGR over FY15-22 and is likely to post a 23% CAGR over FY22-24E
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Exhibit 5: Gross margin profile for our coverage universe
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Exhibit 6: EBTIDAM profile for our coverage universe

Specialty Chemicals
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Exhibit 7: Peer comparison for our coverage universe
TP EPS (INR) P/E (x) P/BV (x) EV/EBITDA (x) ROE (%)
Company Reco
(INR) FY22 FY23E FY24E FY22 FY23E FY24E FY22 FY23E FY24E|FY22 FY23E FY24E FY22 FY23E FY24E

Alkyl Amines Neutral 2,968 44.0 588 742 | 685 51.3 40.6 15.6 12.7 10.3 475 356 28.0 252 27.2 279
Atul Neutral 8,991 198.7 242.7 2569 46.1 37.7 356 6.1 54 47 304 257 236 143 152 14.1
Clean Science Neutral 1,659 215 30.6 415  81.1 57.0 421 241 17.7 131 |61.3 42.8 315|349 359 357
Deepak Nitrite Neutral 1,887 78.2 80.6 858 26.1 253 238 83 6.5 53 |18.1 17.7 16.3 37.5 289 245
Fine Organic Neutral 5,577 81.8 1125 111.5| 75.1 545 55.0 19.6 15.7 13.1 |54.7 39.1 39.1 | 295 32.0 259
Galaxy Surfact. Buy 4,000 74.1 917 889 420 339 350 7.0 6.1 54 |29.0 22,6 229 183 19.2 16.2
Navin Fluo.Intl. Neutral 4,324 53.8 80.0 108.1| 799 53.7 39.7 114 98 8.2 61.4 408 30.1 |152 19.6 224
NOCIL Buy 319 106 133 145 251 199 183 3.1 28 26 (158 129 11.7 13.0 148 14.7
Vinati Organics Buy 2,680 33.7 448 59.6 | 652 490 369 124 103 84 |519 37.8 285|206 229 250

Source: MOFSL

Exhibit 8: One-year forward P/E for our sector was 42.5x as on our IC date, while currently the sector is trading at a multipl
of 38.2x on one-year forward basis
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Explanation of Investment Rating

Investment Rating Expected return (over 12-month)

BUY >=15%

SELL <-10%

NEUTRAL <-10% to 15%

UNDER REVIEW Rating may undergo a change

NOT RATED We have forward looking estimates for the stock but we refrain from assigning recommendation

*In case the recommendation given by the Research Analyst is inconsistent with the investment rating legend for a continuous period of 30 days, the Research Analyst shall within following 30 days take
appropriate measures to make the recommendation consistent with the investment rating legend.

Disclosures

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations).

Motilal Oswal Financial Services Ltd. (MOFSL) is a SEBI Registered Research Analyst having registration no. INH000000412. MOFSL, the Research Entity (RE) as defined in the Regulations, is engaged in
the business of providing Stock broking services, Investment Advisory Services, Depository participant services & distribution of various financial products. MOFSL is a subsidiary company of Passionate
Investment Management Pvt. Ltd.. (PIMPL). MOFSL is a listed public company, the details in respect of which are available on www.motilaloswal.com. MOFSL (erstwhile Motilal Oswal Securities Limited -
MOSL) is registered with the Securities & Exchange Board of India (SEBI) and is a registered Trading Member with National Stock Exchange of India Ltd. (NSE) and Bombay Stock Exchange Limited (BSE),
Multi Commodity Exchange of India Limited (MCX) and National Commodity & Derivatives Exchange Limited (NCDEX) for its stock broking activities & is Depository participant with Central Depository
Services Limited (CDSL) National Securities Depository Limited (NSDL),NERL, COMRIS and CCRL and is member of Association of Mutual Funds of India (AMFI) for distribution of financial products and
Insurance Regulatory & Development Authority of India (IRDA) as Corporate Agent for insurance products. Details of associate entities of Motilal Oswal Financial Services Limited are available on the
website at http:/onlinereports.motilaloswal.com/Dormant/documents/List%200f%20Associate %20companies.pdf

MOFSL and its associate company(ies), their directors and Research Analyst and their relatives may; (a) from time to time, have a long or short position in, act as principal in, and buy or sell the securities or
derivatives thereof of companies mentioned herein. (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 company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and
other related information and opinions.; however the same shall have no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are
completely independent of the views of the associates of MOFSL even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report

MOFSL and / or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the recipients of this report should be aware that MOFSL
may have a potential conflict of interest that may affect the objectivity of this report. Compensation of Research Analysts is not based on any specific merchant banking, investment banking or brokerage
service  transactions.  Details of  pending  Enquiry  Proceedings  of  Motilal  Oswal  Financial ~ Services  Limited are available on the  website at
https://galaxy.motilaloswal.com/ResearchAnalyst/PublishViewLitigation.aspx

A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com. Research Analyst views on Subject Company may vary based on Fundamental research and Technical
Research. Proprietary trading desk of MOFSL or its associates maintains arm'’s length distance with Research Team as all the activities are segregated from MOFSL research activity and therefore it can
have an independent view with regards to Subject Company for which Research Team have expressed their views.

Regional Disclosures (outside India)

This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary
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This report is distributed in Hong Kong by Motilal Oswal capital Markets (Hong Kong) Private Limited, a licensed corporation (CE AYY-301) licensed and regulated by the Hong Kong Securities and Futures
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or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report.
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group company of MOFSL. Research & Advisory services is backed by proper research. Please read the Risk Disclosure Document prescribed by the Stock Exchanges carefully before investing. There is
no assurance or guarantee of the returns. Investment in securities market is subject to market risk, read all the related documents carefully before investing. Details of Compliance Officer: Name: Neeraj
Agarwal, Email ID: na@motilaloswal.com, Contact No.:022-71881085.

* MOSL has been amalgamated with Motilal Oswal Financial Services Limited (MOFSL) w.e.f August 21, 2018 pursuant to order dated July 30, 2018 issued by Hon'ble National Company Law Tribunal,
Mumbai Bench.
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