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Estimate ch
SoTee TEee 1 CMP: INR6,670 TP: INR6,110 (-8% ) Neutral
TP change l
Rating change - Weak performance continues across both segments
m  Atul (ATLP) reported higher-than-estimated revenue in 2QFY24. Revenue in

Bloomberg ATLP IN . . . .
Eaui the Life Science Chemicals segment and Performance & Other Chemicals

quity Shares (m) 30
M.Cap.(INRb)/(USDb) 197.1/ 2.4 segment declined 37% YoY and 12% YoY, respectively. Gross margin came in
52-Week Range (INR) 8948 / 6467 at 44.1% (-300bp YoY), while EBITDAM declined 180bp YoY to 13% during the
1, 6, 12 Rel. Per (%) -5/-15/-34 VR
12M Avg Val (INR M) 328 q :
Free float (%) 549 M The Life Science Chemicals’ contribution to EBIT dipped notably to 35%

(from 67% in 2QFY23), whereas the contribution of Performance & Other

Financials and Valuations (INR b) Chemicals to overall EBIT jumped to 61% in 2QFY24 (from 34% in 2QFY23).
Y/E March FY23 FY24E FY25E m Owing to the weak performance in 1HFY24 and the ongoing macro-
sales 243 492 532 headwinds, we cut our revenue/EBITDA/PAT by 5%/8%/11% for FY24E and by
EBITDA 7.7 6.8 8.4
PAT 5.1 4.2 53 6%/3%/5% for FY25E.
EPS (INR) 169 136 175 m ATLP is implementing projects at a total investment of ~INR14b in Atul (parent
EPS Gr. (%) 150 196 284 company) and its various group entities. Management expects a sales
BV/Sh.(INR) 1,582 1,702 1,856 _ ]
Ratios potential of INR9Ob from this capex.
Net D:E -0.0 0.0 00 m The stockis trading at 38.2x FY25E EPS of INR174.6 and 23.7x FY25E
ﬁgié@) T B EV/EBITDA. We value the stock at 35x FY25E EPS to arrive at our TP of
Payout (%) 146 150 150 INR6,110. On a one-year forward basis, ATLP trades at 41x. We maintain our
Valuations Neutral rating on the stock.
P/E (x) 395 491 382
P/BV (x) 4.2 3.9 3.6 . . .
EV/EBITDA(x) 254 288 237 Miss on estimates due to higher-than-expected other expenses
Div. Yield (%) 0.4 0.3 04 m ATLP’s revenue was at INR11.9b (-20% YoY).
FCF Yield (%) 08 02 01 5 ife Science Chemicals’ revenue was at INR3.6b (-37% YoY).

. > Performance Chemicals’ revenue was at INR8.7b (-12% YoY) in 2QFY24.
Shareholding pattern (%) ] . o . 0
As On Sep-23 Jun-23  Sep-22 B Gross margin came in at 44.1% (-300bp YoY) and EBITDA margin stood at 13%
Promoter 451 451 451 (-180bp YoY) during the quarter.

DIl 26.5 26.2 23.4 MW EBIT margin contracted for Life Science Chemicals significantly on YoY basis.
Fll 7.7 7.6 9.2 » Life Science Chemicals’ margin was at 11.5% (-13.2pp YoY); EBIT at INR417m.
Others 20.7 21.2 223 » Performance Chemicals’ margin was at 8.3% (+100bp YoY); EBIT at INR722m.
Fil Includes depository receipts B EBITDA came in at INR1.6b (est. of INR1.6b, -30% YoY)
B PAT stood at INR912m (est. of INR1b, -38% YoY), resulting in an EPS of
INR30.9
> Contribution from the subsidiaries/JVs turned negative (loss at INR121m in
2QFY24, v/s loss of INR202m in 2QFY24 and PAT of INR55m in 1QFY24).
B |n 1HFY24, revenue stood at INR23.8b (down 20% YoY), EBITDA was at
INR3.4b (down 26% YoY), and PAT was at INR1.9b (down 38% YoY).
> EBITDAM contracted to 14.2% in 1HFY24 vs. 15.3% in 1HFY23.
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Atul

Valuation and view - reiterate Neutral

B ATLP is implementing projects at a total investment of ~INR14b in Atul (parent
company) and its various group entities. Management expects a sales potential
of INR9Ob from this capex.

m The stock is trading at 38.2x FY25E EPS of INR174.6 and 23.7x FY25E
EV/EBITDA. We value the stock at 35x FY25E EPS to arrive at our TP of INR6,110.
On a one-year forward basis, ATLP trades at 41x. We maintain our Neutral rating
on the stock.

Consolidated - Quarterly Snapshot (INRm)
Y/E March FY23 FY24 FY23 FY24E FY24 Var.
1Q 2Q 3Q 4Q 1Q 20 3QF  4QE 2QE (%)
Gross Sales 14,769 14,873 12,683 11,952 11,820 11,937 12,482 12,953 54,275 49,192 10,283 16
YoY Change (%) 36.7  19.0 -81 -12.8 -20.0 -19.7 -1.6 8.4 68 -94 -309
Gross Margin (%) 48.5% 47.1% 47.2% 45.8% 46.5% 44.1% 44.5% 45.0% 47.2% 45.0% 47.7% -3.6
EBITDA 2,330 2,203 1,723 1,494 1,823 1,552 1,719 1,753 7,749 6,846 1,647 -6

Margin (%)

15.8 14.8 13.6 12.5 15.4 13.0 13.8 13.5 14.3 13.9 16.0 -3.0

Depreciation
Interest
Other Income

473 491 504 511 519 540 542 547 1,978 2,148 532
16 19 22 22 20 19 21 20 79 80 19
359 319 229 242 82 221 247 310 1,149 861 243

PBT before EO expense

PBT
Tax
Rate (%)

MI and Profit/Loss of Asso. Cos.

2,200 2,011 1,425 1,203 1,365 1,215 1,403 1,496 6,840 5,479 1,340 -9

2,200 2,011 1,425 1,203 1,365 1,215 1,403 1,496 6,840 5479 1,340 -9
577 544 394 297 364 325 353 404 1,812 1,379 338
26.2 27.0 27.6 24.7 26.7 26.7 25.2 270 265 252 25.2
11 13 -3 16 20 22 22 23 38 86 10

Reported PAT
YoY change (%)
Margin (%)

1,635 1,481 1,029 922 1,021 912 1,071 1,115 5,066 4,18 1,012 -10
1.4 3.7 -321 -306 -37.6 -384 4.1 20.9 -152 -19.6 -31.7
11.1 10.0 8.1 7.7 8.6 7.6 8.6 8.6 9.2 8.2 9.8 -2.2

Segmental Revenue (INR m)
Life Science Chemicals
Performance & Other chemicals
Others

4,847 5,742 4917 4,086 3,502 3,620 4,080 4,341 19,592 15,543 3,684 -2
10,570 9,913 8,280 8,299 8,745 8,684 8911 9,303 37,062 35643 7,107 22
113 94 159 130 117 165 171 142 496 596 104 59
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2QFY24 in charts

Exhibit 1: Sales declined 20% YoY, due to Life Science

Chemicals segment (-37% YoY)

Exhibit 2: Gross and EBITDA margins contracted YoY

—O— EBITDA margin (%)

—O—Gross Margin (%)

—O—Growth YoY (%)

Gross Sales (INR b)
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Exhibit 4: ...while PAT was down 38% YoY translating into an

EPS of INR30.9 in 2QFY24

Exhibit 3: EBITDA dipped 30% YoY...

—O— PAT Margin (%)

PAT (INR b)

—O—EBITDA YoY (%)

EBITDA (INR b)
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Exhibit 5: Performance segment’s revenue declined 12% YoY

to INRS.7b (-1% QoQ) ...

Exhibit 6: ...while EBIT margin expanded YoY to 8.3%

Performance & Other chemicals (INR b)

—O— EBIT margin (%)

Normalised EBIT

Performance & Other chemicals (INR b)

—O—Growth YoY (%)

Revenue
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Exhibit 7: Revenue from Life Science segment declined 28% Exhibit 8: ...while EBIT margin was at 14.9% and EBIT stood

QoQ (-14% YoY)... at INR522m, a decline of 42% QoQ
Revenue Normalised EBIT Life Science Chemicals (INR b)
Life Science Chemicals (INR b) —O=— Growth YoY (%) —O—EBIT margin (%)
65 25
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Exhibit 9: Performance and Other Chemicals’ contribution to overall mix stood at 70% and the same for Life Sciences stood

at 29% in 2QFY24
Revenue mix Life Science Chemicals Performance & Other chemicals Others

1% 1% 1% 1% 1% 1% 1% 1% 1% 2% 1% 1% 1% 1% 1% 1% 1% 1%

67% 69% 70% 7494 ©0% 66% 70% 71% 67% 72% 71% 73% 68% ©3% 62% 66% 71% 70%

32% 30% 29% 25% 9% 33% 29% 27% 31% 27% 28% 26% 31% 36% 37% 33% 28% 29%

1QFY20
2QFY20
3QFY20
4QFY20
1QFY21
2QFY21
3QFy21
4QFY21
1QFY22
2QFY22
3QFY22
4QFY22
1QFY23
2QFY23
3QFY23
4QFY23
1QFY24
2QFY24

Source: Company, MOFSL

Exhibit 10: EBIT mix for the Performance & Other Chemicals segment jumped to 61% YoY in 2QFY24; the same deteriorated
for Life Science Chemicals to 35%

EBIT Mix Life Science Chemicals Performance & Other chemicals Others
1% 2% 2% 1% 2% 1% 2% 2% 4% 5% 2% 2% %, 1% 4%
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0, 0,
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Financial story in charts

Exhibit 11: Expect 2% revenue CAGR over FY23-25... Exhibit 12: ...with exports increasing to ~52%
mmmm Others Revenue Domestic Exports
Revenue . .
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Exhibit 13: Expect EBITDAM to recover to 16% in FY25... Exhibit 14: ... with PAT margin improving to 10%
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Exhibit 15: One-year forward P/E trades at 41x... Exhibit 16: ...with return ratios at 8-10%
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Exhibit 17: Capex for the next two years is pegged at “INR14b Exhibit 18: Debt profile of ATLP
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Financials and valuations

Consolidated - Income Statement (INRm)
Y/E March FY18 FY19 FY20 FY21 FY22 FY23 FY24E FY25E
Total Income from Operations 33,379 40,378 40,931 37,315 50,809 54,275 49,192 53,177

Change (%) 11.4 21.0 1.4 -8.8 36.2 6.8 -9.4 8.1
Gross Margin (%) 46.0 47.8 51.9 54.6 49.1 47.2 45.0 48.3
EBITDA 5,052 7,668 9,020 9,171 9,114 7,749 6,846 8,377

Margin (%) 15.1 19.0 22.0 24.6 17.9 14.3 13.9 15.8
Depreciation 1,104 1,189 1,302 1,363 1,767 1,978 2,148 2,262
EBIT 3,948 6,479 7,718 7,808 7,348 5,770 4,698 6,115
Int. and Finance Charges 127 74 94 94 92 79 80 84
Other Income 259 349 780 1,030 760 1,149 861 973
PBT bef. EO Exp. 4,080 6,753 8,404 8,744 8,016 6,840 5,479 7,004
PBT after EO Exp. 4,080 6,753 8,404 8,744 8,016 6,840 5,479 7,004
Total Tax 1,310 2,443 1,745 2,217 2,050 1,812 1,379 1,763

Tax Rate (%) 32.1 36.2 20.8 25.3 25.6 26.5 25.2 25.2
Minority Interest 42 50 50 73 82 38 86 86
Reported PAT 2,812 4,360 6,709 6,600 6,047 5,066 4,186 5,327
Adjusted PAT 2,728 4,260 6,610 6,455 5,884 4,990 4,013 5,155

Change (%) -13.1 56.2 55.2 -2.3 -8.8 -15.2 -19.6 28.4

Margin (%) 8.2 10.5 16.1 17.3 11.6 9.2 8.2 9.7
Consolidated - Balance Sheet (INRm)
Y/E March FY18 FY19 FY20 FY21 FY22 FY23 FY24E FY25E
Equity Share Capital 297 297 297 296 296 295 295 295
Total Reserves 22,343 26,998 31,252 37,969 43,994 46,419 49,976 54,504
Net Worth 22,639 27,295 31,549 38,265 44,290 46,714 50,272 54,800
Total Loans 570 1,200 970 1,017 1,384 470 1,409 2,114
Deferred Tax Liabilities 1,296 1,395 1,148 1,351 1,436 1,338 1,338 1,338
Capital Employed 24,505 29,890 33,666 40,940 47,418 49,002 53,500 58,732
Gross Block 12,681 14,135 17,868 19,874 23,835 27,191 34,191 41,191
Less: Accum. Deprn. 2,678 3,643 4,946 6,309 8,076 10,054 12,202 14,464
Net Fixed Assets 10,003 10,491 12,922 13,566 15,760 17,138 21,989 26,727
Goodwill on Consolidation 238 323 291 291 291 291 291 291
Capital WIP 962 1,723 3,681 2,497 4,205 10,329 10,329 10,329
Total Investments 4,698 7,520 11,373 13,643 13,419 8,842 8,842 8,842
Curr. Assets, Loans, and Adv. 14,234 15,382 13,236 19,375 23,389 21,081 19,914 21,046
Inventory 4,226 5,209 5,165 5,941 8,641 7,894 7,154 7,734
Account Receivables 7,234 6,985 7,197 7,332 9,890 8,446 7,655 8,275
Cash and Bank Balance 494 545 354 3,482 689 520 1,279 902

Cash 427 376 262 469 577 381 1,139 762

Bank Balance 67 169 92 3,013 112 140 140 140
Loans and Advances 2,280 2,644 520 2,619 4,169 4,221 3,826 4,136
Curr. Liability and Prov. 5,630 5,550 7,838 8,432 9,645 8,678 7,865 8,502
Account Payables 4,590 3,796 4,776 5,631 6,347 5,385 4,881 5,276
Other Current Liabilities 753 1,264 2,485 2,170 2,538 2,760 2,501 2,704
Provisions 287 490 577 631 760 533 483 522
Net Current Assets 8,604 9,832 5,398 10,943 13,744 12,403 12,049 12,544
Appl. of Funds 24,505 29,890 33,666 40,939 47,419 49,002 53,500 58,732

22 October 2023 6
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Financials and valuations
Ratios

Y/E March FY18 FY19 FY20 FY21 FY22 FY23 FY24E FY25E
Basic (INR)
EPS 92.1 143.9 223.2 218.0 198.7 169.0 135.9 174.6
EPS Growth (%) -13.1 56.2 55.2 -2.3 -8.8 -15.0 -19.6 28.4
Cash EPS 129.4 184.0 267.2 264.0 258.4 236.0 208.7 251.2
BV/Share 765 922 1,065 1,292 1,496 1,582 1,702 1,856
DPS 13.0 13.4 37.8 19.9 24.9 25.0 21.3 27.1
Payout (%) 13.7 9.1 16.7 8.9 12.2 14.6 15.0 15.0
Valuation (x)
P/E 72.4 46.4 29.9 30.6 33.6 39.5 49.1 38.2
Cash P/E 51.5 36.2 25.0 25.3 25.8 28.3 32.0 26.6
P/BV 8.7 7.2 6.3 5.2 4.5 4.2 3.9 3.6
EV/Sales 5.9 4.9 4.8 5.2 3.9 3.6 4.0 3.7
EV/EBITDA 39.1 25.8 22.0 21.3 21.7 254 28.8 23.7
Dividend Yield (%) 0.2 0.2 0.6 0.3 0.4 0.4 0.3 0.4
FCF per share 71.8 65.9 171.6 133.9 -121.3 -56.6 14.9 9.7
Return Ratios (%)
RoE 13.0 17.1 22.5 18.5 14.3 11.0 8.3 9.8
RoCE 12.3 16.0 21.2 17.7 13.7 10.5 8.1 9.5
RolC 15.5 21.5 31.9 29.5 21.7 14.5 11.3 12.8
Working Capital Ratios
Fixed Asset Turnover (x) 33 3.9 3.5 2.8 3.5 33 2.5 2.2
Asset Turnover (x) 14 1.4 1.2 0.9 1.1 1.1 0.9 0.9
Inventory (Days) 46 47 46 58 62 53 53 53
Debtor (Days) 79 63 64 72 71 57 57 57
Creditor (Days) 50 34 43 55 46 36 36 36
Leverage Ratio (x)
Current Ratio 2.5 2.8 1.7 2.3 2.4 2.4 2.5 2.5
Net Debt/Equity ratio 0.0 0.0 0.0 -0.1 0.0 0.0 0.0 0.0
Consolidated - Cash Flow Statement (INR m)
Y/E March FY18 FY19 FY20 FY21 FY22 FY23 FY24E FY25E
OP/(Loss) before Tax 4,122 6,803 8,454 8,817 8,097 6,878 5,479 7,004
Depreciation 1,104 1,189 1,302 1,363 1,767 1,978 2,148 2,262
Interest Expenses 127 74 94 94 92 79 80 84
Others -148 -62 -536 -826 -580 -205 0 0
Direct Taxes Paid -1,054 -2,541 -2,168 -2,023 -2,017 -1,934 -1,379 -1,763
(Inc.)/Dec. in WC -594 -1,427 1,667 -245 -5,046 271 1,113 -872
CF from Operations 3,557 4,036 8,813 7,180 2,314 7,067 7,441 6,715
(Inc.)/Dec. in FA -1,430 -2,084 -3,733 -3,215 -5,905 -8,739 -7,000 -7,000
Free Cash Flow 2,127 1,953 5,080 3,964 -3,591 -1,672 441 -285
Change in Investments 6 -1,994 -4,344 -3,899 4,136 3,572 0 0
Others 123 2 250 651 93 474 0 0
CF from Investments -1,302 -4,075 -7,827 -6,464 -1,676 -4,694 -7,000 -7,000
Inc./(Dec.) in Debt -1,518 389 537 182 117 -914 940 705
Interest Paid -129 -74 -94 -87 -99 -79 -80 -84
Dividend Paid -381 -412 -1,515 -617 -590 -1,828 -628 -799
Others -46 87 -33 0 -3 246 86 86
CF from Fin. Activity -2,074 -11 -1,106 -522 -575 -2,575 318 -92
Inc./Dec. in Cash 182 -49 -120 194 63 -202 759 -377
Opening Balance 234 427 377 261 469 577 380 1,139
Closing Balance 427 377 261 469 577 380 1,139 762

Investment in securities market are subject to market risks. Read all the related documents carefully before investing
22 October 2023 7
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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 be
within following 30 days take appropriate measures to make the recommendation consistent with the investment rating legend.
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22 October 2023 9



MoTiLAL OSWAL Atul

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to
investors.

Registered Office Address: Motilal Oswal Tower, Rahimtullah Sayani Road, Opposite Parel ST Depot, Prabhadevi, Mumbai-400025; Tel No.: 022 - 71934200 /
71934263; www.motilaloswal.com. Correspondence Address: Palm Spring Centre, 2nd Floor, Palm Court Complex, New Link Road, Malad (West), Mumbai-
400 064. Tel No: 022 71881000. Details of Compliance Officer: Neeraj Agarwal, Email Id: na@motilaloswal.com, Contact No.:022-40548085.

Grievance Redressal Cell:

Contact Person Contact No. Email ID

Ms. Hemangi Date 022 40548000 / 022 67490600 lquery@motilaloswal.com

Ms. Kumud Upadhyay 022 40548082 servicehead@motilaloswal.com
Mr. Ajay Menon 022 40548083 am@motilaloswal.com

Registration details of group entities.: Motilal Oswal Financial Services Ltd. (MOFSL): INZ000158836 (BSE/NSE/MCX/NCDEX); CDSL and NSDL: IN-DP-16-
2015; Research Analyst: INH000000412 . AMFI: ARN .: 146822. IRDA Corporate Agent — CA0579. Motilal Oswal Financial Services Ltd. is a distributor of
Mutual Funds, PMS, Fixed Deposit, Insurance, Bond, NCDs and IPO products.

Customer having any query/feedback/ clarification may write to query@motilaloswal.com. In case of grievances for any of the services rendered by Motilal
Oswal Financial Services Limited (MOFSL) write to grievances@motilaloswal.com, for DP to dpgrievances@motilaloswal.com.

22 October 2023 10



