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STOCK INFO. BLOOMBERG
BSE Sensex:25591 VO.IN
REUTERS CODE

S&P CNX:7786 VNTI.NS

(INR CRORES)
Y/E MARCH FY16E FY17E FY18E
Revenue 615 762 877
EBITDA 188 236 284
EBITDA Margin 30.5% 30.9% 32.4%
NP (Adj.) 107 138 171
EPS (Adj.) 20.7 26.7 33.1
EPS Growth -8% 29% 24%
Core ROE (%) 27% 24% 25%
Core ROCE (%) 30% 32% 35%
P/E (x) 21.8 16.9 13.6
P/BV (X) 45 3.7 3.1
KEY FINANCIALS
Diluted Shares (cr) 5.2
Market Cap. (Rs cr) 2,320
Market Cap. (US$ m) 350
Past 3 yrs Sales Growth (%) 18%
Past 3 yrs NP Growth (%) 30%
STOCK DATA
52-W High/Low Range (INR) 668/370
Major Shareholders
(as of 22nd December 2015)
Promoter 72.3
Institutions 8.0
Non institution & Others 19.7
Average Daily Turnover(6 months)
Volume 26,609
Value (Rs cr) 1.2
1/6/12 Month Rel. Performance (%) 11/-13/5
1/6/12 Month Abs. Performance (%) 11/-19/-1

Maximum Buy Price :INR485

We recommend to BUY Vinati Organics (VOL) for a target of
INR 595 (18x FY18E EPS) .

Market leader in its segments: VOL generates~88% of revenue
from top 3 productsi.e. IBB, ATBS and IB (Isobutylene) with 68%
coming from exports. Globally, VOL commands ~65% market share
in IBB and ~45% market share in ATBS and exports majority of
products to the US (~40%), Europe (~40%) and other Asian markets
(~20). It has completed backward integration into manufacturing of
IB, which isthe raw material for ATBS. VOL isthe largest player in
IB with a 70% market share and deals only in the domestic market.
FY16 to be a year of consolidation: While the company focuses on
maintaining leadership position in each of its products, new product
launches are expected to contribute to total revenue from 2HFY 17.
Reduction in prices of crude oil will lead to almost no demand for
EOR (Enhanced Oil Recovery) chemicals. EOR constitutes ~ 15% of
ATBSrevenue, whichwill lead to volumedecreasein FY 16 for VOL.
We believe demand scenario to turn favorable from FY 17E onwards
on the back of new product launches and expectation of higher demand
from user industries with favorable business dynamics.

Future plans to drive growth and lower input costs: VOL is
planning to invest INR 150cr by FY17. A co-gen power plant at its
Lotefacility for INRS50cr isexpected to lower electricity costsby upto
INR 8cr per year. Debottlenecking of existing capacities and new
capacitiesfor I B based derivatives could contribute ~INR 200cr (25%
of revenuesin FY 15) once they reach full utilization. In the medium
term, ATBS is likely to drive growth with enough scope to increase
utilizationlevels.

Good track record & cash flows: VOL's revenues and profits have
grown at a CAGR of 24% and 22% over FY 11-15 respectively. The
return ratios (ROE, ROCE) of the company have remained above
30% over FY 11-15, despite adrop in leverage to 0.2x in FY 15 from
around 1x in FY 13. The company's margins also have remained in
low to mid 20s (26.5% in FY 15). VOL islooking to fund its current
expansion worth INR150 Cr through internal accruals.

Valuations & View: As adiversified specialty chemicals company,
VOL isaplay on three key emerging trends. (1) Rising demand for
specialty chemicalsinIndia(15% CAGR FY 15-FY 20E) ,(2) Migration
of global chemical manufacturing from Chinato India (Asiato have
70% production share by 2030), (3) established product positioning &
lowest cost producer. WevalueVOL at 18x FY 18E EPS of INR 33.1
with atarget price of INR 595, which is an upside of 32% from CMP.

Ravi Shenoy (ravi.shenoy @MotilalOswal.com); Tel: +91 22 30896865
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INVESTMENT CONCERNS

High reliance on two products: Overtime the company has moved from manufacturing a single product
(IBB) to ATBS and IBB, which together account for more than 75% of revenues. While both the products
have historically contributed to robust growth, it might be difficult to maintain the growth momentum with the
existing products. Addition of more products will not only mitigate product concentration risk but client
concentration risk as well (currently around 60% of the revenues come from top 10 clients).

Regulatory concerns: Since around two thirds of the company 's revenues come from exports, any kind of
adverse developments on product quality, duties could impact business prospects.

New product launches may not take off: While VOL tends to stick to what it knows best, the long term
growth of the business will depend on its ability to launch newer products to drive growth. VOL has been
successful in its past enedeavors to launch new products, the same cannot be guaranteed for future products.
It'snot just theinclusion of new products but al so the profitability, which will determine future business prospects.

Company background:

Vinati Organics Ltd was established in 1989 by Vinod Saraf, in order to manufacture specialty chemicals. Itis
the largest manufacturer of 1so Butylbenzene (IBB) and ATBS with global market share in excess of 60-65%
and ~45% respectively. IBB isthe key raw material required to manufacture ibuprofen, an anti-inflammatory
analgesic bulk drug. ATBS on the other hand is a highly versatile molecule and has diverse applications. The
company hastwo plantsat Lote and Mahad where it manufactures all the products. VOL has presencein more
than 22 countries, with exports contributing to more than 65% of thetop-linein FY 15. US, Europeand Asiaare
the key export markets for the company.

Quarterly performance

INRCr 2QFY15 1QFY16 2QFY16 YoY QoQ
Total Income 196 155 149  -24%  -4%
Expenditure 148 110 111 -25% 0%
EBITDA 49 44 38 -21% -14%
Other Income 2 1 2

Interest 4 2 2 -40% -10%
Depreciation 4 5 5 4% 1%
E/O Gain 0 9 14

PBT 43 47 47 11% 0%
Tax 14 16 16

Adj. PAT 28 31 31 9% 0%
EBITDA (%) 25.2% 29.6% 26.7%

Tax rate (%) 33% 34% 34%

VOL'srevenues declined in 2QFY 16 due to the base effect of high crude prices, given the company passes on
any changein priceto customers. Company's operating profit declined by 21% YoY asfixed costsmoved up as
proportion to sales. Operating margins expanded by 1.5% YoY to 26.7% dueto reduction in raw material cost.

Net profitscamein higher by 9% YoY aided by aone-timeincome of INR 14cr on account of revesal of export
duties of earlier years. Excluding the same, profit before tax would have declined by 22% YoY for the quarter.
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Vinati OrganicsLimited Financials& Valuation

INCOME STATEMENT (Consolidated)

(INRCR)

RATIOS (Consolidated)

Vinati Organics Limited

Y/E MARCH FY14 FY15 FY16E FY17E FY18E Y/E MARCH FY14 FY15 FYI16E FY17E FY18E
Net sales 687 759 615 762 877 Adj.EPS 175 224 207 267 331
Growth 2% 10% -19% 24% 15%  Growth(%) 2% 2% 8% 2% 24%
Other Income 18 » 20 pal » Cash EPS 20.6 259 243 311 38.2
Total Income 705 781 635 783 899  BookValue 628 841 999 1206 1466
Material cost 49 457 D0 36 4D DPS 30 35 42 5.0 6.0
Staff Costs o7 D 5 D n Payout.(l ncl. Div. Tax) 200 18% 24% 2% 21%
Other Expenses 7 @ @ 1w 1 vAuaton
. PE - - 218 169 136
Total Expenditure 543 580 447 547 615
Cash PIE - - 185 145 118
EBITDA 162 201 188 236 284 Price/Book Value i ) 45 37 31
% of net Sales 236% 265% 30.5% 30.9% 324% EV/EBITDA ) . 122 96 76
Depreciation/Amortization 15 18 19 23 2z EV/Saes ) ) 37 30 25
Finance Charges B 10 9 7 2 Dpiyd 3% 44% 0% 11% 13%
PBT 129 174 160 206 256 Return Ratios
Tax 2 3B 8B ® & ReE 3% 3% 2% 24% 25%
Adj.PAT 86 116 107 138 171 RoCE % 38% 30% 3% 3%
Growth 5% A% 8% 2% 2% Leverage
PAT Margin 12% 15% 17% 18% 19%  Debt/Equity (X) 04 01 01 o1 -
BALANCE SHEET (Consolidated) (INRCR)  cASH FLOW (Consolidated) (INRCR)
Y/E MARCH FY14 FY15 FY16E FY17E FY18E  Y/E MARCH FY14 FY15 FY16E FY17E FY18E
Equity Share Capital 10 10 10 10 10 PBT 129 174 160 206 256
Reserves 00 424 505 612 746  Depreciation 15 18 19 23 27
Networth 310 434 515 622 756 Interest B 10 9 7 2
Debt 12 2 & > 0 (Inc)/DecinWC B @ © @ @
Net deferred tax B »®» P P P Others ) ©& © @® @
SOURCES OF FUNDS 465 512 619 696 796 CFfromOperations 131 113 172 132 169
Net Block m 7 28 3 43 (Inc)/DecinFixedassets (290 (4 ©0) (0 (0
CWIP 10 0 & D 19 Others 20 1) 0 0 0
Investments 3 3 3 3 3 CF from Investing act. 9 (53) (60) (90) (20)
Current Assets 208 238 300 324 442 EQuityissuance/ Sharebuybackd 0 0 0 0O
Inventories a7 54 5 73 (73 ! n.c/.(Dec) | n-debt 9 (9 19 () X
Sundry Debtors 15 19 118 146 168 Dividend paid . 15 @18 @ @ @
CashandBarkBdances 4 27 ® @ 1 o> Inerestpad ® @ o 0 @
Loans and Advances 23 5 5 5 5 Others @ 6 1 2 3
CF from Financing act. (113) (75) (40) (61) (65)
Other Current Assets 0 3 0 0 0
CurrentLisbilities& Provisonssr & 72 & g nd(Decjincesh o (1§ » 19 &
Net current assets 141 151 228 238 344 Add:_ Beginning balance * a3 2 ® &
Other LT assets 7 1 0 0 0 Closing Balance 43 27 99 80 165
Misc expenses 0 0 0 0 0
Application of Funds 465 512 619 696 796
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Disclaimer: This document has been prepared by Motilal Oswal Securities Limited (hereinafter referred to as Most) to provide information about the company(ies)
and/sector(s), if any, covered in the report and may be distributed by it and/or its affiliated company(ies). This report is for personal information of the selected
recipient/s and does not construe to be any investment, legal or taxation advice to you. This research report does not constitute an offer, invitation or inducement
to invest in securities or other investments and Motilal Oswal Securities Limited (hereinafter referred as MOSt) is not soliciting any action based upon it. This report
is not for public distribution and has been furnished to you solely for your general information and should not be reproduced or redistributed to any other person
in any form. This report does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs
of individual clients. Before acting on any advice or recommendation in this material, investors should consider whether it is suitable for their particular
circumstances and, if necessary, seek professional advice. The price and value of the investments referred to in this material and the income from them may go
down as well as up, and investors may realize losses on any investments. Past performance is not a guide for future performance, future returns are not
guaranteed and a loss of original capital may occur.

MOSt and its affiliates are a full-service, integrated investment banking, investment management, brokerage and financing group. We and our affiliates have
investment banking and other business relationships with a some companies covered by our Research Department. Our research professionals may provide input
into our investment banking and other business selection processes. Investors should assume that MOSt and/or its affiliates are seeking or will seek investment
banking or other business from the company or companies that are the subject of this material and that the research professionals who were involved in preparing
this material may educate investors on investments in such business . The research professionals responsible for the preparation of this document may interact
with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting information. Our research professionals
are paid on the profitability of MOSt which may include earnings from investment banking and other business.

MOSt generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or
derivatives of any companies that the analysts cover. Additionally, MOSt generally prohibits its analysts and persons reporting to analysts from serving as an officer,
director, or advisory board member of any companies that the analysts cover. Our salespeople, 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. MOSt and its affiliated company(ies),
their directors and employees 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 affiliates of MOSt even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report

Reports based on technical and derivative analysis center on studying charts company's price movement, outstanding positions and trading volume, as opposed
to focusing on a company's fundamentals and, as such, may not match with a report on a company's fundamental analysis. In addition MOST has different
business segments / Divisions with independent research separated by Chinese walls catering to different set of customers having various objectives, risk profiles,
investment horizon, etc, and therefore may at times have different contrary views on stocks sectors and markets.

Unauthorized disclosure, use, dissemination or copying (either whole or partial) of this information, is prohibited. The person accessing this information
specifically agrees to exempt MOSt or any of its affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not to hold MOSt
or any of its affiliates or employees responsible for any such misuse and further agrees to hold MOSt or any of its affiliates or employees free and harmless from
all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays. The information contained herein
is based on publicly available data or other sources believed to be reliable. Any statements contained in this report attributed to a third party represent MOSt's
interpretation of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and
interpretation have not been reviewed by the third party. This Report is not intended to be a complete statement or summary of the securities, markets or
developments referred to in the document. While we would endeavor to update the information herein on reasonable basis, MOSt and/or its affiliates are under
no obligation to update the information. Also there may be regulatory, compliance, or other reasons that may prevent MOSt and/or its affiliates from doing so.
MOSt or any of its affiliates or employees shall not be in any way responsible and liable for any loss or damage that may arise to any person from any inadvertent
error in the information contained in this report. MOSt or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind,
regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-
infringement. The recipients of this report should rely on their own investigations.

This report is intended for distribution to institutional investors. Recipients who are not institutional investors should seek advice of their independent financial
advisor prior to taking any investment decision based on this report or for any necessary explanation of its contents.

Most and it's associates may have managed or co-managed public offering of securities, may have received compensation for investment banking or merchant
banking or brokerage services, may 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 12 months.

Most and it's associates have not received any compensation or other benefits from the subject company or third party in connection with the research report.
Subject Company may have been a client of Most or its associates during twelve months preceding the date of distribution of the research report

MOSt and/or its affiliates and/or employees may have interests/positions, financial or otherwise of over 1 % at the end of the month immediately preceding the
date of publication of the research in the securities mentioned in this report. To enhance transparency, MOSt has incorporated a Disclosure of Interest Statement
in this document. This should, however, not be treated as endorsement of the views expressed in the report.

Motilal Oswal Securities Limited is under the process of seeking registration under SEBI (Research Analyst) Regulations, 2014.

There are no material disciplinary action that been taken by any regulatory authority impacting equity research analysis activities

Motilal Oswal Securities Limited is registered as a Research Analyst under SEBI (Research Analyst) Regulations, 2014. SEBI Reg. No. INHO00000412
A graph of daily closing g prices of securities is available at www.nseindia.com and http://economictimes.indiatimes.com/markets/stocks/stock-quotes.

Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s)
in this report. The research analysts, strategists, or research associates principally responsible for preparation of MOSt research receive compensation based upon
various factors, including quality of research, investor client feedback, stock picking, competitive factors and firm revenues

Disclosure of Interest Statement Vinati Organics Limited
1.Analyst ownership of the stocks mentioned above No
2.Served as an officer, director or employee No

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 to law, regulation or which would subject MOSt & its group companies to registration or
licensing requirements within such jurisdictions.
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