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Restructuring to drive capital discipline

About the stock: Astral, established in 1996 by Sandeep Engineer, introduced )
CPVC piping in India. As of FY26, it has 21 manufacturing units with an aggregate "5
capacity of 5.97 lakh TPA (4.2 lakh TPA Pipes, Water tanks & Bathware, 1.4 lakh ©
TPA Adhesives & Sealants, 36000 TPA Paints). It has a strong network of over 2.7 Particular 2 crore S—
lakh dealers and 3990+ distributors. Market Capitalisation 36805 -
Gross Debt (FY26) 153 c
Demerger of chemical business: Astral, at its board meet held on June 25, 2026, O
) . : - Cash (FY26) 943 o
considered and approved the composite scheme of arrangement, wherein 1) its
chemical business undertaking would be demerged and transferred to Astral EV Rerore) 36015 g
Chemie and 2) Al-Aziz plastics would be amalgamated into Astral. Resultantly, post 52 week H/L 1789/1264 @)
the restructuring Astral Limited would house its plumbing business (pipes, fittings, Equity capital 27
water tanks, bathware) and Astral Chemie would house chemical business Face value T1

(adhesive, paint, speciality chemicals). Pursuant to the scheme, every shareholder of
Astral would receive one equity share of Astral Chemie in the ratio of 1:1.

ASTRAL
S pipES

Shareholding pattern

Particular  Jun-25 Sep-25 Dec-25 Mar-26

Investment Rationale Promoters 541 542 542 542
4 , Flls 201 1666 152 145

e Astral Chemie to eye ~2.5x+ revenue growth over 4-5 years: Astral’s
chemical business generated X 1861 crore topline and X 192 crore EBITDA plis 149 178 192 213
Others 109 114 114 100

(10.3% margin) in FY26. The management eyes X 2300-2400 crore revenue
and 14-15% EBITDA margin by FY28. Over the next 4-5 years, Astral
Chemie is targeting to achieve X 4500-5000 crore revenues, which would
be led by adhesives India business (~68% of FY26 chemical revenues, 24%
CAGR revenue growth over FY22-FY26 with average EBITDA margins of
15-16%) along with newly acquired DSS (X 150 crore topline estimated in
FY28 to be scaled to X 400-500 crore with EBITDA margins of 20-25%).
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For paints, it is targeting EBITDA breakeven in FY27 and improvement in 500 { i 5000
margins to high single to low double digit EBITDA margins in FY28. 0 +—r——+—+——+ 0

e Key salient features behind the restructuring: The key rationale behind 3333090088
the restructuring, is to provide clarity regarding the performance, growth 82588358825
prospects and future potential of each vertical independently. It Astral Ltd [LHS)  —— Nifty Index

underscores entity-wise management’s focus on maintaining higher
capital discipline (each business to chart its own growth trajectory based
on its own cash flow generation capability). The scheme eliminates any
conglomerate discount and allows capital markets to distinctively value
each independent vertical with a choice of ownership. It would be
providing individual P&L and B/S of both entities post Q1FY27 results while
the complete restructuring process is expected to complete by FY27 end.

Rating and Target Price

e  Post restructuring announcement, Astral has corrected by ~8%, which is
likely on account of fears assigned to the scale up of chemical business
(especially paints & low margin UK adhesives) post restructuring, as it has
been benefitting from strong cash flow generation from piping business.

e  Weretain our BUY rating with a revised Target price of X 1830 as we move
to SOTP based valuation methodology from consolidated business

() Sharp decline in PVC/CPVC resin
prices

(ii) Slowdown in agriculture,
infrastructure, real estate sectors
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valuation.

. . 2 Year CAGR 2 year CAGR
Key Financials (X Crore) FY24 FY25 FY26 (FY24-26) FY27E FY28E (FY26-28E)
Revenues 5,641 5,832 6,569 7.9% 7,477 8,489 13.7%
EBIDTA 918 946 1,062 7.5% 1,265 1,474 17.8%
EBIDTA Margins(%) 16.3 16.2 16.2 16.9 17.4
Adjusted PAT 546 524 537 -0.9% 712 852 26.0%
EPS (Rs.) 20.3 19.5 19.9 26.5 31.7
P/E (x) 67.5 70.4 68.7 51.7 43.2
EV to EBIDTA (x) 39.6 38.5 34.0 28.5 24.2
RoNW (%) 18.5 15.4 14.0 16.3 16.9
RoCE (%) 23.4 20.1 19.6 21.3 22.2

Source: Company, ICICI Direct Research
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Recent conference call highlights:

Demerger Rationale: Management stated that the demerger aims to
create two focused listed entities with independent capital allocation,
sharper operational focus and enhanced transparency, as the pipes and
chemicals businesses have fundamentally different manufacturing
processes, warehouse requirements, distribution networks, customer
profiles and capital needs.

Business Structure Post Demerger: Post demerger, the company will
operate through two focused platforms - Astral Ltd., comprising the piping,
bathware, CPVC resin, Nexelon and APL Kenya businesses, and Astral
Chemie Ltd., comprising the adhesives, paints, SEAL IT (UK/US/Ireland)
and DSS specialty chemicals businesses. This structure is expected to
improve strategic focus and operational efficiency.

Adhesives Business Performance: The adhesives and paints business
reported FY26 revenue of X 1,861 crore with EBITDA of X 192 crore (10.3%
margin). India adhesives remained the key earnings driver, reporting
revenue of X 1,263 crore and EBITDA of X 191 crore, while the UK
adhesives business generated revenue of X 385 crore with EBITDA of X 15
crore. The paints business reported revenue of X 240 crore and an EBITDA
loss of X 14 crore; however, management expects the business to achieve
EBITDA breakeven in FY27.

Adhesives Growth Outlook: Management guided for the chemicals
business to grow revenue to X 2,300-2,400 crore in FY27 and X 4,400-
5,000 crore over the next 4-5 years, supported by new product launches,
distribution expansion and specialty chemicals. Astral Chemie is expected
to deliver EBITDA margins of 14-15% by FY28.

Pipes Business Outlook: With the major capacity expansion cycle largely
complete, management expects the plumbing business to deliver a
minimum ROCE of 20%, improving towards 25% as asset utilisation
increases.

CPVC Resin Backward Integration: The CPVC resin plant remains on
track for commercial commissioning by Q4FY27 and is expected to
improve margins, reduce dependence on imported resin and support
market share gains through backward integration.

DSS Specialty Chemicals: The recently acquired DSS (60% stake of Astral)
has already commenced commercial production. Management expects the
business to generate revenue of X 150 crore by FY28 with high EBITDA
margins of 20-25% (implying EBITDA of X 35-40 crore). Over the next five
years, the business is targeted to scale to X 500 crore in revenue, driven by
a portfolio of specialty chemicals that largely serve as import substitutes.
Capex: Management indicated that the major capex cycle for both
businesses is largely complete, with future investments expected to be
modest and funded through internal cash generation. Management
indicated that the first phase of DSS expansion will require a capex of X 8-
10 crore, which is expected to generate incremental revenue of around X
150 crore by FY28. The second phase of expansion will be funded through
internal accruals of DSS. Additionally, the paints business will incur routine
capex of X 40-50 crore which can be funded through internal accrual.
New Product Launches: Management highlighted continued product
expansion across both the adhesives and piping businesses. In adhesives,
the company has launched products such as white glue and electrical
tapes, while the piping portfolio has been strengthened with new offerings
in the drainage segment, HTPP pipes for gas applications, and PPR pipes.
The VAP (PEX-Aluminium-PEX) product is expected to be launched over
the next couple of months, while solvent cement is currently under trials.
Solvent Cement: Management highlighted that solvent cement is the only
overlapping product between the two entities. Of the total X 225-250 crore
solvent cement business, around X 100 crore is currently manufactured by
Astral's piping business. Post demerger, Astral Chemie will manufacture
solvent cement, while Astral Ltd. will procure its requirements from Astral
Chemie, ensuring business continuity through an inter-company supply
arrangement.
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e Management Continuity: Leadership continuity will be maintained with
Sandeep Engineer overseeing both businesses, while Saumya Engineer
and Kairav Engineer will independently drive the chemicals and plumbing
verticals, respectively.

Exhibit 1: Present Astral Ltd. Structure Exhibit 2: Post Demerger Astral and Astral Chemie Structure
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Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

Valuation

Post restructuring announcement, Astral has corrected by ~8%, which is
likely on account of fears assigned to the scale up of chemical business
(especially paints & low margin UK adhesives) post restructuring, as it has
been benefitting from strong cash flow generation from piping business.
We retain our BUY rating with a revised Target price of X 1830 as we move
to SOTP based valuation methodology from consolidated business

valuation.
Particulars Methodology Value per share (X)
Plumbing 30x EV/EBITDA on FY28E 1340
Adhesives 35x EV/EBITDA on FY28E 400
Paints 20x EV/EBITDA on FY28E 15
DSS 35x EV/EBITDA on FY28E 23
Add net (debt)/cash FY28E 48
Target Price 1827
Target Price (Rounded) 1830

Source: Company, ICICI Direct Research
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Financial Summary

Exhibit 4: Profit and loss statement X crore [l Exhibit 5: Cash Flow Statement

(Year-end March)
Total Operating Income
Growth (%)

Operating Expenses
Gross Profit

Gross Profit Margins (%)
Employee Expenses
Other Expenditure
Total Operating Exp.
EBITDA

Growth (%)

Interest

Depreciation

Other Income

PBT before Excl. item
Total tax

PAT before Ml
Minority interest
Profit from associates
Exceptional items
PAT

Growth (%)

EPS (Adjusted)

FY25
5832
3.4%
3519
2313

39.7%

518
849
4887
946
3.0%
41
243
41
703
184
519
-5

0

0
524

-4.1%

19

FY26
6569
12.6%
3951
2618
39.8%
590
965
5507
1062
12.3%
64
292
47
753
196
557
-2

0

23
537
2.4%
20

FY27E
7477
13.8%
4538
2940
39.3%
583
1092
6213
1265
19.1%
49
313
47
949
242
707
-5

0

0
712
32.8%
26

FY28E
8489
13.5%
5156
3333
39.3%
662
1196
7015
1474
16.6%
49
342
53
1137
290
847
-5

0

0
852
19.6%
32

(Year-end March) FY25
Profit/loss after taxation 702.5
Add: Dep. & Amortization 243.4
Change in working capital -171.8
Total tax paid -170.1
Others 25.6
CF from operating activities 629.6
(Purchase)/Sale of Fixed Assets -539.4
Investments 22.1
Others 4.7
CF from Investing activities -512.6
(inc)/Dec in Loan 45.6
Divident & Divident tax -100.7
Equity raised 0.0
Others -63.2
CF from Financing activities -118.3
Net Cash Flow -1.3
Cash and Cash Equivalent 609.4
Cash 608.1

FY26
730.6
291.6
2134

-187.4
68.8
1117.0
-456.3
25.7
-75.9
-506.5
-31.7
-100.7
0.0
-195.8
-328.2
2823
608.1
890.4

FY27E
949.5
313.4

-319.2

-242.1

49.0
750.6
-300.0
0.0
-313.4
-613.4
0.0
-107.6
0.0
-44.0
-151.6
-14.4
890.4
876.0

FY28E
1137.3
341.6
-74.6
-290.0
49.0
1163.2
-300.0
0.0
-341.6
-641.6
0.0
-114.3
0.0
-44.0
-158.3
363.3
876.0
1239.3

Source: Company, ICICI Direct Research

Source: Company, ICICI Direct Research

Exhibit 6: Balance sheet X crore Exhibit 7: Key ratios

(Year-end March)

Equity Capital

Reserve and Surplus
Total Shareholders funds
Minority Interest

Total Debt

Deferred Tax Liability
Long-Term Provisions
Other Non Current Liabilities
Total Liabilities

Net Block

Capital WIP

Fixed Assets

Goodwill & Other intangible assets
Investments

Other non-Current Assets
Inventory

Debtors

Other Current Assets
Loans & Advances

Cash

Total Current Assets
Creditors

Provisions

Other Current Liabilities
Total Current Liabilities
Net Current Assets
Application of Funds

FY25

27
3590
3617

1089
1060
3967

FY26

27
4031
4058

4381
2367

2456
578

139
1117

2639
1155

260
1431
1208
4381

FY27E
27
4636
4663

1270

2835
1065

241
1322
1513
4986

FY28E
27
5374
5401

5724
2967

3056

Source: Company, ICICI Direct Research
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(Year-end March) FY25 FY26 FY27E FY28E
Per share data ()
Adjusted EPS 19.5 19.9 26.5 31.7
Cash EPS 28.5 30.8 38.1 44.4
BV per share 134.5 150.9 173.3 200.8
Dividend per share 0.8 4.0 4.0 4.3
Operating Ratios (%)
Gross Profit Margins 39.7 39.8 393 39.3
Operating EBIDTA margins (%) 16.2 16.2 16.9 17.4
(Adjusted) PAT Margins 9.0 8.2 9.5 10.0
Cash Conversion Cycle 37 24 36 36
Fixed asset turnover (x) 1.2 1.2 1.2 1.3
Return Ratios (%)
RoE 15.4 14.0 16.3 16.9
RoCE 20.1 19.6 21.3 22.2
RolC 19.8 194 21.7 225
Valuation Ratios (x)
P/E 70.4 68.7 51.7 43.2
EV/EBITDA 38.5 34.0 28.5 24.2
EV/ Net Sales 6.2 5.5 4.8 4.2
Market Cap / Sales 6.3 5.6 4.9 4.3
Price to Book Value 10.2 9.1 7.9 6.8
Solvency Ratios
Debt/ EBITDA 0.2 0.1 0.1 0.1
Debt / Equity 0.0 0.0 0.0 0.0
Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
its stocks according -to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%

Hold: -5% to 15%;
Reduce: -15% to -5%;
Sell: <-15%

Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai — 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Ronald Siyoni PGDBM, Riddhi Gupta PGDM, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views
expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or
will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report
have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or
employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and
distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with
Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities
Limited Research Analyst SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered
Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI
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asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on
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Investments in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.
None of the research recommendations promise or guarantee any assured, minimum or risk-free return to the investors.
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Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Jeetu Jawrani Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our
associates might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research
Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the
securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading
volume etc as opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may
visit icicidirect.com to view the Fundamental and Technical Research Reports.
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Research. The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of
the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and 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 ICICI Securities. While we would endeavour to update
the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory,
compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended
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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
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not all customers may receive this report at the same time. ICICI Securities 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. ICICI Securities 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.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the
subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any 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 managing or co-managing public offerings, corporate finance, investment banking or merchant banking,
brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage
services from the companies mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its
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the report as of the last day of the month preceding the publication of the research report.
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ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

ICICI Securities Limited has not used any Artificial Intelligence tools for preparation of this Research Report

ICICI Securities | Retail Research 6



	Restructuring to drive capital discipline
	Recent conference call highlights:
	Valuation
	Financial Summary

	RATING RATIONALE
	ANALYST CERTIFICATION
	Terms & conditions and other disclosures:
	ANALYST CERTIFICATION
	Terms & conditions and other disclosures:

