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Chemical Sector: Q2FY24 Review

Multiple Headwinds Troubling Most of the Chemical Pack; Guidance Turning Cautiously Positive!

Most companies missing our and street estimates: The chemical pack for HLFY24 posted weak results overall, with most companies
missing our and street estimates. The agrochemical pack continues to expect inventory destocking to continue in the coming quarters.
This and weaker domestic demand in China, which is leading to higher Chinese exports at reduced prices, continue to affect realisations
in some segments. High interest rates have led to inventory rationalization and global geopolitical turmoil has impacted demand in
Western economies and put pressure on the export market. However, most of the companies in our coverage are confident that demand
for Indian chemical companies will remain strong in the medium to long term.

Chemistry Plays — Fluorine Players saw low volume and weaker prices for Ref gases, affecting margins drastically. Fluorine-based
specialty chemicals continued to suffer from a slowdown in agro end-user markets and overall inventory destocking globally. Rubber
Chemicals, Dyes & Pigments players were affected the most as Chinese oversupply and weak demand affected the realisation
drastically. Benzene players started to see a certain amount of price recovery and expect the momentum to continue in H2FY?24.
Agrochemicals have reported mixed set of results with few players getting drastically affected by dry spell and irregular rainfall, impacting
insecticide and herbicide sales in certain geographies

Outlook and Guidance: Inventory pain from the export market may start to subdue for certain chemistries from Q3FY24 onwards. With
H2FY24 being slightly better than the first half, we expect the broader demand scenario to normalize from FY25 onwards considering the
current pace of recovery. Chemical players are witnessing that high-cost inventories were exhausted and stabilizing RM & operational
costs will start reflecting in the financial performance moving ahead.
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Chemical Sector: Q2FY24 Review

Sequential Performance Lower Than Expected

Financial Performance Chemicals

Dhanuka Agritech Ltd: Dhanuka Agritech posted its strongest numbers in Q2FY24. The company beat our and industry estimates on all
fronts despite the macro headwinds. Revenues from Operations stood at Rs 618 Cr in Q2FY24, up 14%/67% YoY/QoQ. EBITDA Margins
elevated due to better operating performance to 23% against 18%/12% YoY/QoQ. This led to overall growth in the company’s PAT which
came in at Rs 102 Cr, up 39%/208% YoY/Qo0Q, beating our estimates by 86%.

Pl Industries Ltd: PI Industries’ Q2FY24 numbers were largely in line with our estimates. Consolidated Revenue came in line with our
estimates, up 20%/11% YoY/QoQ. EBITDA beat our estimates by 3.5% as gross margins improved by 135bps YoY on account of better
mix. This resulted in an EBITDA margin of 26% v/s 24%/25% in Q2FY23/Q1FY24. The company’s PAT stood at Rs 481 Cr, up 44%/23%
YoY/QoQ, beating our estimate by 11.5% on account of lower tax expenses.

Navin Fluorine International Ltd: NFIL numbers for Q2FY24 missed our estimates on all fronts as HPP and the shutdown of the specialty
chemical plant affected production. The company reported revenue of 472 Cr against our estimate of 520 Cr and was up 12.5%/-3.9%
YoY/QoQ. EBITDA halved from the last quarter due to negative operating leverage (up 4.8% but down 13.9% QoQ). EBITDA Margin fell to
20.84% (from 23%/22% in Q1FY24/Q2FY23). The company’s PAT stood at Rs 61Cr, up 4.8%/(1.5)% YoY/QoQ, led by higher depreciation
and interest expense from the recent Capex.
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Chemical Sector: Q2FY24 Review

Financial Performance Chemicals

Camlin Fine Science Ltd: Consolidated revenue was up 2.2% from our estimates (down 16%/3.3% YoY/QoQ). EBITDA declined significantly
by 35% QoQ and missed our estimate by 46.5%. EBITDA Margin declined to 6.2% (from 11.4%/9.2% in Q2FY23/Q1FY24). The company’s
PAT stood at Rs (20.8) Cr due to lacklustre overall performance. CFS numbers for Q2FY24 were a major miss (except revenue) with our
estimates on an adjusted basis (forex).

Aarti Industries Ltd: Consolidated revenue beat our estimates by 6% (-14%/3% YoY/QoQ). EBITDA stood higher QoQ (-12%/16% YoY/QoQ)
on account of volume expansion with stable-to-better realization for some products. It also beat our estimates by 33% as we expected lower
gross margins. EBITDA margins increased to 16.1%, up 24/180bps YoY/Qo0Q. The company’s PAT stood at Rs 91 Cr, posting growth of -
26%/30% YoY/QoQ.

Apcotex Industries Ltd: Falling prices and lower realizations continued to affect the numbers. However, volumes have increased.
Consolidated Revenue was down 1.4% YoY but up 0.5% Qo0Q. EBITDA beat our estimate, up 33% YoY as gross margins hardened in the
current quarter. The company’s PAT declined by 50% YoY but was up 26% QoQ due to higher depreciation and interest expense of newly
incurred capital expenditures.

NOCIL Ltd: NOCIL's Q2FY24 topline declined with our expectations but there was a beat on gross margins which were higher by 218bps.
Consolidated Revenue missed our estimates by 9% (down 10% YoY and 12% QoQ). EBITDA also shrunk by 18% QoQ on account of lower
realisation and missed our estimate by 6%. EBITDA Margin came in at 12.9% (from 16%/14% in Q2FY23/Q1FY?24). Its PAT stood at Rs 27 Cir,

reporting a de-growth of 24% YoY and 21% QoQ.
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Chemical Sector: Outlook

Most Chemical companies expect situation to improve from H2FY24 onward as inventory levels normalize from FY25

FY23 has been a tough period for entire most of the chemical space with multiple headwinds resulting into excess supply and bleak
demand marked by several external issues, but the structural story of Indian Chemical industry remains strong with strategic portfolio
composition to gain export market share, and strong domestic demand we expect revenue growth to gain momentum from FY25
onward. Given the changing landscape and growing reliance on India by international customers, we expect rapid growth in this sector
over the coming period as conditions stabilize.

= Agrochemicals: The short-term outlook is weak as sluggish demand in the B2B sector, as distributors are preferring to keep a low inventory
because of volatile international commodity prices and higher interest rates. However, the consumption of crop protection products in the key

markets of North America and Latin America is robust, thereby indicating good health of the industry in the medium to long term.

= Chemicals companies to continue their focus on growth with their strong financial framework, including management of working capital and
cash flows. Intensified focus on enhancing customer interactions and forging stronger partnerships: These initiatives are expected to yield
positive results. Robust and Diverse business pipeline to drive sustainable growth and success in future. Witnessing gradual demand
recovery QoQ. It will take a few more quarters for normalized demand across various end segments/product lines. Green shoots are visible in
select sectors like dyes/pigments, polymers, etc., but discretionary demand pick-up may take a few quarters; broad-based recovery is
expected in FY25. B2C agri demand has been healthy, but B2B demand recovery is weak on EL Nino conditions and erratic rains, which may

impact the rabi season as well
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Short term

Margins to stay under pressure

Export slowdown continues as
demand remains subdued

Aggressive dumping from China
will impact sales volumes and
realization

Demand-supply mismatch

Few Product-specific Chemicals
will take a few more quarters tg
normalize.

Short and Medium-term Outlook

Medium to Long Term

China/Euro +1 Outlook

Introduction of new products
with further integration in
product lines

Strategic Capex into new
Chemistries

Efficient Inventory Management,
and operational performance to
survive the down phase

Strong Domestic Demand

Key Monitorables- Weak Demand/Over-Supply Scenario; Impact of high Capex Plans; New Products in Pipeline; Demand Trends

across Key End-user Industries
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Stock Reco. TP*

Navin Fluorine
N

International Limited

Navin Fluorine

International Ltd BUY Rs 3,880

Top sector Ideas: Chemical

Recommendation Rationale

In Q2FY24, the R32 plant faced stabilization issues. As a result, NFIL expects to sell 50% of
volumes in the domestic market and remain in the export markets. The firm has initiated
negotiations with two potential customers and expects at least one of them to lock up volumes
by the next quarter. In the export market, demand for R-22 emissive applications is expected
to pick up in CY24.

NFIL witnessed a halt due to a stabilization issue at the HPP plant and the company has
resolved the issue with the help of a partner and expects higher turnover in the coming
quarters. NFIL is also in discussion with Honeywell for improving productivity and reliability of

the plant. A possible expansion of HFO capacity might be on cards.

NFIL's dedicated plant for Agrochemical Intermediate is running at full capacity and the
company expects the MPP plant to achieve full capacity in the next year. Dedicated Agri-chem
plant to contribute from FY25 onwards, with 50% of its capacity already booked. Newer

molecules are seeing good traction in demand.

* Note: Target Price is based on our Q2FY24 Result Update Report
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Stock Reco. TP*

Inspired by Science

Pl Industries Ltd BUY Rs 4,090

Top sector Ideas: Chemical

Recommendation Rationale

Pl has a robust pipeline of biological and bio-stimulant products at various stages of
development. It is working to develop new technologies and building blocks for future growth.
Discussions on the development partnership of promising R&D leaders are ongoing with global

innovators with ongoing discussions across multiple strategic areas for organic growth.

It is witnessing continued scale-up in demand of the existing and newly commercialised
products and has a solid R&D pipeline of a diversified portfolio. Capacity expansion is going in
accordance with the plan. The momentum of new enquiries and conversion is expected to
remain high. PI plans to launch 4-5 new molecules every year which will have better margins

than the traditional portfolio.

Pharma Business: The Management aims to increase the revenue from the Pharma segment
in H2FY24 and stated that margins would be positive. The company considers it possible to
achieve a margin of 15% in the short term and targets margins to remain at +20% once the
integration is complete. Pl is also open to further inorganic growth opportunities in the

segment.

* Note: Target Price is based on our Q2FY24 Result Update Report
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Stock Reco. TP*

anuka
Dhanuka Agritech Limited

Dhanuka Agritech Ltd BUY Rs 960

Top sector Ideas: Chemical

Recommendation Rationale

During the quarter, Dhanuka commissioned its greenfield Dahej plant which started
contributing from Q3FY24E. The company is currently negotiating with multinational
enterprises and some of its existing partners for the new facility, but so far, no agreements

have been concluded.

The volumes have increased due to Dhanuka's low inventory channels and a growing
contribution from newly launched products. Its ITI has been at an all time high. The
management remains confident about its forecast of double-digit revenue growth and Gross
margin-led EBITDA expansion.

The management believes that the ITI number to cross about 20% in H2FY24 and much
higher in FY25. Gross Margins remain higher given the higher ITI, favourable product mix, and

easing out impact of the high-cost inventory.

* Note: Target Price is based on our Q2FY24 Result Update Report

/ Private & Confidential |

9



Disclosures:

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

1. Axis Securities Ltd. (ASL) is a SEBI Registered Research Analyst having registration no. INHO00000297. ASL, the Research Entity (RE) as defined in the Regulations, is engaged in the business of providing Stock broking services, Depository participant services & distribution of various financial products. ASL is a subsidiary company of
Axis Bank Ltd. Axis Bank Ltd. is a listed public company and one of India’s largest private sector bank and has its various subsidiaries engaged in businesses of Asset management, NBFC, Merchant Banking, Trusteeship, Venture Capital, Stock Broking, the details in respect of which are available on www.axisbank.com.

2. ASL is registered with the Securities & Exchange Board of India (SEBI) for its stock broking & Depository participant business activities and with the Association of Mutual Funds of India (AMFI) for distribution of financial products and also registered with IRDA as a corporate agent for insurance business activity.

3. ASL has no material adverse disciplinary history as on the date of publication of this report.

4. I\We, authors (Research team) and the name/s subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect my/our views about the subject issuer(s) or securities. I/We (Research Analyst) also certify that no part of my/our compensation was, is, or will be directly or indirectly related to the
specific recommendation(s) or view(s) in this report. l/we or my/our relative or ASL or its Associate does not have any financial interest in the subject company. Also I/we or my/our relative or ASL or its Associates may have beneficial ownership of 1% or more in the subject company at the end of the month immediately preceding the
date of publication of the Research Report. Since associates of ASL are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject company/companies mentioned in this report. I/we or my/our relative or ASL or its associate does not have any
material conflict of interest. I/we have not served as director / officer, employee etc. in the subject company in the last 12-month period.

Sr. No Name Designation E-mail
1 Naveen Kulkarni Chief Investment Officer naveen.kulkarni@axissecurities.in
2 Neeraj Chadawar Head of Research neeraj.chadawar@axissecurities.in
3 Preeyam Tolia Research Analyst preeyam.tolia@axissecurities.in
4 Omkar Tanksale Research Analyst omkar.tanksale@axissecurities.in
5 Uttamkumar Srimal Research Analyst uttamkumar.srimal@axissecurities.in
6 Ankush Mahajan Research Analyst ankush.mahajan@axissecurities.in
7 Dnyanada Vaidya Research Analyst dnyanada.vaidya@axissecurities.in
8 Aditya Welekar Research Analyst aditya.welekar@axissecurities.in
9 Prathamesh Sawant Research Analyst prathamesh.sawant@axissecurities.in
10 Akshay Mokashe Research Analyst akshay.mokashe@axissecurities.in
11 Hiren Trivedi Research Associate hiren.trivedi@axissecurities.in
12 Shikha Doshi Research Associate shikha.doshi@axissecurities.in
13 Shridhar Kallani Research Associate shridhar.kallani@axissecurities.in
14 Bhavya Shah Research Associate bhavyal.shah@axissecurities.in
15 Suhanee Shome Research Associate suhanee.shome@axissecurities.in
16 Shivani More Research Associate shivani.more@axissecurities.in

5. ASL or its Associates has not received any compensation from the subject company in the past twelve months. I/We or ASL or its Associate has not been engaged in market making activity for the subject company.

6. In the last 12-month period ending on the last day of the month immediately preceding the date of publication of this research report, ASL or any of its associates may have: i. Received compensation for investment banking, merchant banking or stock broking services or for any other services from the subject company of this research
report and / or; ii. Managed or co-managed public offering of the securities from the subject company of this research report and / or; iii. Received compensation for products or services other than investment banking, merchant banking or stock broking services from the subject company of this research report; ASL or any of its associates
have not received compensation or other benefits from the subject company of this research report or any other third-party in connection with this report.

Terms & Conditions:

This report has been prepared by ASL and is meant for sole use by the recipient and not for circulation. The report and information contained herein is strictly confidential 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 ASL. The report is based on the facts, figures and information that are considered true, correct, reliable and accurate. The intent of this report is not recommendatory in nature. The information is obtained from publicly available media or other sources believed to be reliable. Such information has not been independently
verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice. The report is prepared solely for informational purpose and does not constitute an offer document or solicitation of offer to buy or sell or
subscribe for securities or other financial instruments for the clients. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ASL will not treat recipients as customers by virtue of their receiving this report.

Private & Confidential | 10




Digitally signed by NEERAJ

NEERAJ CHADAWAR cHADAWAR

Date: 2023.11.21 13:01:11 +05'30'

Disclaimer:

Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to the recipient’s specific circumstances. The securities and strategies discussed and opinions
expressed, if any, 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 report may not be taken in substitution for the exercise of independent judgment by any recipient. Each recipient of this report should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the
securities of companies referred to in this report (including the merits and risks involved), and should consult its own advisors to determine the merits and risks of such an investment. Certain transactions, including those involving futures, options and other
derivatives as well as non-investment grade securities involve substantial risk and are not suitable for all investors. ASL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to
the investments made or any action taken on basis of this report, including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc. Past performance
is not necessarily a guide to future performance. Investors are advice 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.

ASL and its affiliated companies, their directors and employees may; (a) from time to time, have long or short position(s) in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such
securities or 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 investment banker, 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. Each of these entities functions as a separate, distinct and independent of each other. The recipient should take this into account before interpreting this
document. The Research reports are also available & published on AxisDirect website.

ASL 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 ASL 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. ASL may have issued other reports that are inconsistent with and reach different conclusion
from the information presented in this report.

Neither this report nor any copy of it may be taken or transmitted into the United State (to U.S. Persons), Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof.
If this report is inadvertently sent or has reached any individual in such country, especially, USA, the same may be ignored and brought to the attention of the sender. 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 ASL 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.

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report. The Company reserves the right to make modifications and
alternations to this document as may be required from time to time without any prior notice. The views expressed are those of the analyst(s) and the Company may or may not subscribe to all the views expressed therein. Copyright in this document vests

with Axis Securities Limited.

Axis Securities Limited, Dealing office: 1st Floor, I-Rise Building, Q Parc, Loma Park, Thane, Ghansoli, Navi Mumbai-400701, Tel No. — 022-40508080/022-61480808, Regd. off.- Axis House, 8th Floor, Wadia International Centre, Pandurang Budhkar Marg,
Worli, Mumbai — 400 025. Compliance Officer: Jatin Sanghani, Email: compliance.officer@axisdirect.in, Tel No: 022-42671582. SEBI-Portfolio Manager Reg. No. INPO00000654

Private & Confidential | 11




		2023-11-21T13:01:11+0530
	NEERAJ CHADAWAR




