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Archean Chemical Industries Ltd- Expanding into 1) Compound Semiconductor (Silicon Carbide) and 2) Zinc-Bromide

Battery Technology in Energy Storage

cmp Target Potential Upside Market Cap (INR Mn) Recommendation Sector
INR 596* INR 943 58% INR 73,545 BUY Chemical

Twin Tailwind from Dual Expansion:

Adl is investing GBP 15 million for a 21.33% stake in Clas-SiC Wafer Fab Limited, a UK-based Silicon Carbide (SiC) wafer foundary specializing in

SiC MOSFETs and diodes. This investment secures technology exclusivity in India, enabling Archean to integrate its specialty chemicals

expertise into SiC semiconductor business, achieving cost efficiencies and a streamlined supply chain to meet growing demand in high-growth
markets like EVs and renewable energy.

ACI has also signed a binding term sheet for strategic investment of USD 12 million for a 21% stake in Offgrid Energy Labs, a company

specializing in zinc-bromide battery technology under its patented ZincGel® brand. This investment aligns with Archean’s strategy to enter the
energy storage sector, leveraging synergies with its bromine business to support Offgrid’s production scale-up and meet growing demand in
renewable energy and industrial storage applications.

We believe these are pivotal strategic moves by AClI which might not vyield immediate results, undoubtedly set a strong course for the

company’s future growth. These initiatives align with Archean Chemical’s focus on entering the semiconductor space, targeting high-growth
sectors such as EVs, renewable energy, industrial power electronics, and data centers. Additionally, the investment in Offgrid Energy Labs
enables ACI to actively participate in the rapidly expanding energy storage sector by leveraging its specialty chemical capabilities to meet
battery storage requirements.

We firmly believe ACI is on the right track to expand into more critical, value-added products. On one hand, the expansion into bromine
derivatives, and on the other side, the recent strategic investments into semiconductor and energy storage system, highlight the company’s
intent to move deeper into the value chain and gradually transition away from commodity-type business. We reiterate our “BUY” rating on the
stock, valuing it at a P/E multiple of 19x on FY26 EPS, with a target price of 943.

MARKET DATA KEY FINANCIALS
Shares outs (Mn) 123 Particulars FY22  FY23  FY24  FY25E  FY26E
Mkt Cap (INR Mn) 73,545 Revenue From Operations 11,304 | 14,411 | 13,301 | 17,128 | 23,851
52 Wk H/L (INR) 838/510 EBITDA Profit 4,672 | 6,340 | 4,627 | 5857 | 8502
EBITDA % 41% 44% 35% 34% 36%
Volume Avg (3m K) 221 Profit After Tax 1,882 3,826 3,190 4,057 6,125
Face Value (INR) 5 PAT% 17% 27% 24% 24% 267%
P/E 39 19 23 18 12
Bloomberg Code ACI:IN Source: Company, KRChoksey Research

Investment in Clas-Sic Wafer Fab Limited through SiCSem Private Limited

SHARE PRICE PERFORMANCE
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» ACl is investing into Clas-Sic Wafer Limited though its step-down subsidiary SiCSem Private Limited.
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Neun Infra Private Limited which is a wholly owned subsidiary of ACI incorporated SiCSem earlier.
The target company is specialized in SiC MOSFETs (Metal-Oxide-Semiconductor Field-Effect
Transistor)/ device manufacturing. It is investing GBP 15 million (GBP 10 million in primary
subscription and GBP 5 million in secondary purchase) for a 21.33% stake in Clas-SiC Wafer Fab
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MARKET INFO

Limited.

» SiCSem has established strategic partnerships with global leaders, including Clas-SiC Wafer Fab (UK)
for SiC process technology, NoMIS Power (USA) for device design and automotive qualification,
Aixtron (Germany) for epitaxial film deposition equipment, and IIT Bhubaneshwar for SiC crystal
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growth research, targeting high-quality SiC power device manufacturing within 24-36 months to
serve both domestic and international markets
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Archean Chemical Sensex » SiCSem proposes to establish its silicon carbide manufacturing facility in the state of Odisha. An
application has also been submitted to the Indian Semiconductor Mission under the Government of

India and is currently awaiting approval.

SENSEX 79,402

NIFTY 24,180

Strategic Investment for Energy Storage Expansion:

SHARE HOLDING PATTERN (%)

» ACl, through a $12 million investment, is acquiring a 21% stake in Offgrid Energy Labs, which
specializes in ZincGel® zinc-bromide battery technology—a solution well-suited for renewable
energy storage and low-power mobility applications due to its high cycle life, safety, and cost

Particulars Sept-24(%) Jun-24 (%) Mar-24 (%) advantages.

Promoters . .46 .46
>3-45 >3-4 >34 » This investment aligns with ACI’s core specialty in bromine, a key component in Offgrid’s zinc-
Flls 10.17 9.53 5.86 bromide batteries. By leveraging its bromine capabilities, ACl can support Offgrid’s production scale-
up, directly contributing to the rapidly growing energy storage
Dlls 21.83 21.04 27.13 P y J picy s & &y g
Others 14.56 15.96 13.55 > Adlis facilitating the establishment of a pilot manufacturing facility in the UK, with plans for a large-
scale giga-factory in India to meet global demand. With the stationary energy storage market
Total 100 100 100 expected to exceed $30 billion by 2030, this investment positions ACI to capitalize on the rising
*Based on Previous closing demand driven by renewable energy integration and grid modernization.
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What is SiC (Silicon Carbide)?

Silicon Carbide (SiC) is a compound semiconductor made from silicon and carbon. Unlike traditional silicon, which is widely used in
semiconductor manufacturing, SiC has unique properties that make it especially suitable for high-performance, high-power
applications. Key characteristics of SiC include:

Higher Efficiency and Power Density: SiC can operate at higher voltages and frequencies than silicon, which reduces energy loss
during power conversion.

Thermal Stability: SiC can withstand much higher temperatures without degrading, making it suitable for environments where
durability and reliability under extreme conditions are critical.

Faster Switching Speeds: SiC devices can switch on and off faster than traditional silicon devices, which improves performance in
applications that require rapid switching.

How SiC is Different from Silicon?

Voltage and Temperature Tolerance: SiC has a much higher breakdown voltage and thermal conductivity than silicon, allowing
devices to handle more power and operate in harsher conditions.

Efficiency: SiC devices are generally more efficient, meaning they waste less energy in the form of heat. This makes them ideal for
applications where efficiency is paramount, such as electric vehicles (EVs) and renewable energy systems.

Size and Weight: Due to its superior properties, SiC allows for smaller and lighter device designs without sacrificing performance,
leading to more compact electronic systems.

SiC MOSFETSs and Diodes

SiC MOSFET (Metal-Oxide-Semiconductor Field-Effect Transistor): This is a type of transistor used in power electronics for switching
and amplification. SiC MOSFETs handle high power loads more efficiently than silicon MOSFETs and are preferred in applications that
require high-voltage operation with minimal energy loss.

SiC Diodes: These are unidirectional devices that allow current to flow in only one direction. SiC diodes, specifically Schottky diodes,
are used for high-speed switching applications with minimal energy loss, making them ideal for power rectification in demanding
environments.

Applications of SiC MOSFETs and Diodes

SiC MOSFETs and diodes are critical components in industries that demand high performance, efficiency, and durability. They are
widely used in:

Electric Vehicles (EVs): SiC MOSFETs and diodes are essential in EV powertrains and charging systems, as it willl increase the efficiency
and range of electric vehicles by reducing energy losses.

Renewable Energy Systems: SiC devices are used in solar inverters and wind turbine systems to convert and manage high-power
levels efficiently, supporting the integration of renewable energy into the power grid.

Industrial Power Electronics: SiC components are ideal for industrial applications, such as motor drives, data centers, and power
supplies, due to their ability to handle high power densities with greater reliability.

Data Centers: SiC technology enables high-efficiency power supplies in data centers, reducing energy consumption and thermal
management costs, which are critical for large-scale data operations.

Financial Performance of Clas-SiC Wafer Fab Limited
Clas-SiC Wafer Fab Limited, a UK-based SiC manufacturing company established in June 2017, has shown significant revenue growth
over the past three fiscal years, as outlined below:

FY 2024: GBP 10.01 million
FY 2023: GBP 10.65 million
FY 2022: GBP 2.04 million

Source: Company, KRChoksey Research

RESEARCH ANALYST ) . Phone: +91-22-6696 5555, Fax: +91-22-6691 9576
Dipak Saha, researchs@krchoksey.com, +91-22-6696 5408 is also available on Bloomberg KRCS<GO> ’
Thomson Reuters, Factset and Capital IQ



| RESEARCH

vy DEVEN CHOKSE

India Equity Institutional Research Il Event Update Il 28t Oct 2024

Archean Chemical Industries Ltd-

Capabilities of Offgrid

Offgrid has created a proprietary battery technology using zinc-bromide chemistry, offering notable advantages in both cost and
performance. This battery system is designed specifically for applications that demand frequent deep charging and discharging cycles,
making it highly suitable for renewable energy storage and low-power mobility solutions. Offgrid is pre-revenue company.

Key aspects in Zinc Bromide Batteries

Technology Differentiation of ZincGel® Batteries: Offgrid’s ZincGel® zinc-bromide batteries offer a superior cycle life of 7,500 cycles,
enhanced safety, and better cost-effectiveness compared to traditional lithium-ion batteries. This makes them particularly suited for
applications that require frequent daily charge and discharge, such as commercial and industrial (C&I) solar systems and utility-scale
grid stability projects.

Pilot Manufacturing Facility in the UK: ACIL is supporting Offgrid in setting up a pilot manufacturing facility in the UK to begin scaled
production of ZincGel® batteries. This facility should serve as an initial testing and production hub, allowing Offgrid to streamline
manufacturing processes before expanding to a larger scale.

Planned Giga-Factory in India: Looking ahead, ACIL plans to establish a giga-factory in India to scale up the production of ZincGel®
batteries for broader distribution. This large-scale facility aims to meet the rising demand in both domestic and international markets,
supporting India’s ambitions in renewable energy and grid infrastructure.

* Market Potential and Growth Forecast: The global stationary energy storage market is expected to exceed $30 billion by 2030,
driven by the increasing integration of renewable energy sources and the need for grid modernization. Offgrid’s ZincGel® technology
is positioned to tap into this growing demand, leveraging its advantages in energy storage applications.

Demand Surge in India’s Battery Storage Market: In India, demand for battery energy storage systems (BESS) is growing rapidly, with
2024 tenders exceeding 7GWh in storage capacity, valued at around $1 billion. This demand is fueled by the country’s renewable
energy targets, creating significant opportunities for Offgrid’s ZincGel® technology as it expands production in the region.

Valuation and view:

We firmly believe ACl is strategically positioned to expand into critical, value-added products through its advancement in bromine
derivatives and recent strategic investments in high-growth sectors. These initiatives underscore the company’s intent to deepen its
value chain presence and gradually transition away from commodity-based operations.Archean Chemical remains on track to launch
its bromine derivative products, including Clear Brine Fluids, PTA Synthesis, and other specialty chemicals, in the second half of FY25
(H2FY25). Additionally, the recent acquisition of Oren Hydrocarbon is expected to become operational in H2FY25, with management
projecting revenue exceeding INR 2,000 million from this segment. With bromine prices stabilizing and the increasing contribution of
non-commodity revenue from H2FY25E onward, ACl is well-positioned for a potential re-rating. Despite short-term uncertainties in
product mix, we forecast robust growth, projecting a 34%/39% revenue/net profit CAGR during FY24-FY26E, driven by volume
recovery in core products and an uptick in new derivative offerings. We reiterate our “BUY” rating on ACl, valuing the stock at a P/E
multiple of 19x on FY26 EPS, with a target price of INR 943.

RESEARCH ANALYST
Dipak Saha, researchs@krchoksey.com, +91-22-6696 5408 is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ
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Financials:

Exhibit 1: Profit & Loss Statement Exhibit 2: Balance Sheet
i £ 1 s Particulars FY22 FY23 FY24 FY25E FY26E
Revenue From Operations 11,304 | 14,411 | 13,301 | 17,128 | 23,851 Property, plant
. 10,455 | 10,649 11,180 12,067 12,257
Expenses and equipment
ital i
Gross Profit 10,911 | 14,383 | 12,424 | 15,669 | 21,743 gfglgtraesvsvor n 172 362 462 412 437
Gross Profit Margin% 97% | 100% | 93% | 91% 91% Right-of-use
. 406 450 416 433 424
Employee Benefit Expenses 378 720 724 878 1,153 S::eirsﬁnandal 18 222 155 187 171
Other non current
Other expenses 5,861 | 7,323 | 7,073 | 8,934 | 12,089 AR 274 99 998 549 773
i Total non-current
Operating Expenses 6,633 | 8,071 | 8,674 | 11,271 | 15,349 assets 11,327 11,787 13,297 13,694 14,129
EBITDA Profit 4,672 | 6,340 | 4,627 | 5,857 | 8,502 .
Inventories 1,208 1,678 1,273 1,726 2,226
EBITDA % 1% | 44% | 35% | 34% | 36%
Investments m 2,101 3,499 2,800 3,149
Finance Cost 1,617 970 85 63 73
Depreciation 669 686 703 759 810 Tradereceivables | 1,530 1,177 1,564 1,707 2,590
Total Expenses 8,918 | 9,727 | 9,462 | 12,093 | 16,232 Cash and cash
4 ! 4 4 ! equivalents 122 60 455 3,873 7,657
Profit Before Taxes 2,510 | 5,117 | 4,272 | 5,423 | 8,185 Other fimancial
146 163 146 155 151
Total Tax Expenses 628 | 1,291 | 1,082 | 1,366 | 2,061 assets
Other current
Profit After Tax 1,882 | 3,826 | 3,190 | 4,057 | 6,125 assets 400 317 321 319 320
PAT Margin % 17% 27% 24% 24% 26% ::::::urrent 3,986 5,767 7,262 10,583 16,097
Adj. Diluted EPS (INR) 15.3 31.0 25.9 | 32.9 | 49.6 Total Assets 15,313 17,554 | 20,559 | 24,276 | 30,226
Exhibit 3: Cash Flow Statement Eg;;glshare 193 246 247 247 247
Particulars FY22 FY23 FY24 FY25E FY26E Other Equity 2,430 | 14,064 | 16,769 | 20,367 | 25,743
Net cash generated from 6 6
operating activities 3,145 | 4,961 | 3,794 | 5,619 | 5,540 TOTAL EQUITY 2,623 | 14,310 | 17,015 | 20,614 | 25,989
Ne’f c.a.sh (used in) investing 4101 | 2,003 | 3,073 | 1,607 | 1,074 Borrowings 8,428 8 504 336 465
activities
Net cash generated from | Lease liabilities 455 357 312 335 323
(used in) financing activities | 237 | “12° 326 | 594 | 682
. Total non-current
Cash & Cash Equivalents at A 10,934 1,520 2,194 1,893 2,043
the end of the year 122 | 60 | 455 | 3,873 | 7,657 liabilities ’ ’ ’ ’ ’
Borrowings 21 207 2 104 53
Exhibit 4: Key Ratios Total Trade
Payable 1,123 956 998 1,211 1,738
ev Ratio 4 6
Other financial
EBITDA Margins (%)| 41.3% 44.0% 34.8% 34.2% 35.6% liabilities 49 214 241 228 234
Net Profit Margin o o o o o
@) BN | 66 | 265% | 24.0% | 23.9% | 25.7% Other Current
: Liabilities 486 194 28 1” 70
ROE (%) 112.5% 45.2% 20.4% 21.6% 26.3%
Total current
RoCE (%) 39.3% 44.2% 24.4% 26.4% 32.3% liabilities 1,756 1,724 1,349 1,770 2,193
RoA (%) 12.7% 23.3% 16.7% 18.1% 22.5% Total Liabilities 12,690 | 3,244 | 3,543 | 3,663 | 4,236
Debt/Equity (x) 321.3% 0.1% 3.5% 1.6% 1.8% TOTAL EQUITY
15,313 17,554 20,558 | 24,276 | 30,226
P/E (X) 39.1 19.2 23.2 18.1 12.0 AND LIABILITIES ’ ’ ’ ’ ’

Source: Company, KRChoksey Research
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Archean Chemical Ltd. Rating Legend (Expected over a 12-month period)
Our Rating Upside
CMP (IN NR) Recommendation Buy More than 15%
Accumulate 5% —15%
28-Oct-24 596 943 BUY
Hold 0-5%
07-Aug-24 709 943 BUY
Reduce -5%-0
31-Jul-24 762 943 BUY Sell Less than - 5%
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Terms & Conditions and other disclosures:

KRChoksey Shares and Securities Pvt. Ltd (hereinafter referred to as KRCSSPL) is a registered member of National Stock Exchange of India Limited and Bombay Stock Exchange Limited. KRCSSPL is a registered entity with SEBI for
Research Analyst in terms of SEBI (Research Analyst) Regulations, 2014 vide registration number INH000001295. Itis also registered as a Depository Participant with CDSL, CDSL Registration No IN-DP-425-2019.

KRChoksey Shares & Securities Pvt Ltd. and DRChoksey Finserv Private Ltd. (Demerged entity from KRChoksey Shares & Securities Limited) are regulated by the Securities and Exchange Board of India ("SEBI") and is licensed to carry on
the business of Research Analysts including preparing and distribution of Research Reports. This research report is prepared and distributed by DRChoksey Finserv Private Ltd in the capacity of a Research Analyst as per Regulation 22(1)
of SEBI (Research Analysts) Regulations 2014 having SEBI Registration No. INH000011246. It may be further notified that KRCSSPL carries on the activity of preparation as well as distribution of reports in the capacity of a Research
Analyst as per Regulation 22(1) of SEBI (Research Analysts) Regulations 2014 having SEBI Registration No. INH000001295.

The information and opinions in this report are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected recipient 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 KRCSSPL. While we would endeavour to update the information herein on a
reasonable basis, KRCSSPL is not under any obligation to update the information. Also, there may be regulatory, compliance or other reasons that may prevent KRCSSPL from doing so. Non-rated securities indicate that rating on a
particular security has been suspended temporarily and such suspension follows applicable regulations and/or KRCSSPL policies, in circumstances where KRCSSPL might be acting in an advisory capacity to this company, or in certain
other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein is
solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. KRCSSPL will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax
advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed 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 may not be taken in substitution for the exercise of independent judgment by any recipient. The
recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. KRCSSPL accepts no liabilities whatsoever for
any loss or damage of any kind arising out of the use of this report. Past performance is not 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. Our employees in sales and
marketing team, dealers and other professionals may provide oral or written market commentary or trading strategies that reflect opinions that are contrary to the opinions 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.

We submit that no material disciplinary action has been taken on KRCSSPL and its associates (Group Companies) by any Regulatory Authority impacting Equity Research Analysis activities. KRCSSPL prohibits its associate, analysts,
persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analyst covers.

KRCSSPL or its associates (Group Companies) collectively or its research analyst, or relatives do not hold any financial interest/beneficial ownership of more than 1% (at the end of the month immediately preceding the date of publication
of the research report) in the company covered by Analyst, and has not been engaged in market making activity of the company covered by research analyst.

Itis confirmed that, I, Dipak Saha Research Analyst 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 brokerage service transactions.

KRCSSPL or its Associates (Group Companies) have not managed or co-managed public offering of securities for the subject company in the past twelve months.

KRCSSPL or its associates (Group Companies) collectively or its research analyst, or relatives might have received any commission/compensation from the companies mentioned in the report during the period preceding twelve months
from the date of this report for services in respect of brokerage services or specific transaction or for products and services other than brokerage services.

KRCSSPL or its associates (Group Companies) collectively or its research analyst, or relatives might have received any commission/compensation from the companies mentioned in the report during the period preceding twelve months
from the date of this report other than investment banking or merchant banking or brokerage services from the subject company

KRCSSPL encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report. KRCSSPL or its analysts did not receive any
compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither KRCSSPL nor Research Analysts his associate or his relative, have
any material conflict of interest at the time of publication of this report.

Itis confirmed that, Dipak Saha, Research Analyst do not serve as an officer, director or employee of the companies mentioned in the report.

KRCSSPL or its associates (Group Companies) or its research analyst has may been engaged in market making activity for the subject company.

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 KRCSSPL and affiliates 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. Persons in whose possession this document may come are required to inform them of and to observe such restriction.

Please send your feedback to research.insti@krchoksey.com

In case of any grievances, please write to grievance@krchoksey.com

Visit us at www.krchoksey.com Dlg ital Iy Slg ned by

KRChoksey Shares and Securities Pvt. Ltd.

CIN-U67120MH1997PTC108958 S; I I DI PAK SAHA
Registered Office: 1102, Stock Exchange Tower, Dalal Street, Fort, Mumbai - 400 0o1. D I P A K A
Phone: 91-22-6633 5000; Fax: 91-22-6633 8060 Date, 2024. 1 0,28

Corporate Office: 701-702, DLH Plaza, Opp Shoppers Stop, S V Road, Andheri (W), Mumbai 400 058

Phone: 91-22-66535000 9-4 14 + ! 0'
Compliance Officer: Varsha Shinde 0 ‘ 5 * 05 3
Email: varsha.shinde@krchoksey.com

RESEARCH ANALYST KRChoksey Research

Dipak Saha, researchs@krchoksey.com, +91-22-6696 5408 is also available on Bloomberg KRCS<GO>
Thomson Reuters, Factset and Capital IQ

Phone: +91-22-6696 5555, Fax: +91-22-6691 9576
www.krchoksey.com



		2024-10-28T09:45:14+0530
	DIPAK SAHA




