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9.1%

FY26E on track for solid growth

Market Cap (INR Mn) Recommendation Sector
INR 1,90,150 ACCUMULATE Specialty Chemicals

Result Highlights of Q2FY25:

* VOrevenue came in line with our estimates while PAT surpassed our expectations by 4.9%.

* Revenue stood at INR 5,533 Mn, up 19.5% YoY (+5.5% QoQ).

* EBITDA grew to INR 1,337 Mn, up 27.7% YoY (+7.3% QoQ); EBITDA margin came in at 24.2% (+154bps YoY/+41bps QoQ).

* VO reported PAT of INR 1,044 Mn, up 44.1% YoY (+24.0%), beating our estimates due to higher than projected other income and lower
than expected tax rates, resulting in PAT margin expansion by 321bps YoY (+282bps QoQ) to 18.9%.

* We maintain our FY26E EPS to INR 50.0 and P/E multiple of 40.0x, supported by strong expansion in ATBS capacity by Q4FY25E,
enhanced capacity utilization in Antioxidants (AO) segment and ramp-up of the Veeral Organics plant in H2FY25E. Accordingly, we
reiterate our target price to INR 2,002. However, we upgrade the rating on the shares of Vinati Organics to “ACCUMULATE” from
“HOLD” supported by positive outlook on demand recovery as destocking stabilizes and planned capex likely to begin generating
results in H2FY25E and FY26E, providing a potential upside of 9.1%, post correction from our last update.

MARKET DATA

KEY FINANCIALS

SHARE PRICE PERFORMANCE

Shares outs (Mn) 103.7 INR Millions FY23 FY24 FY25E FY26E FY27E

Mkt Cap (INR Mn) 1,90,150 Revenue 20,727 19,000 23,629 28,591 32,880
EBITDA 5,712 4,697 6,117 7,459 8,578

2 WK H/L (INR

> E) 2,331,462 EBITDA margin (%) 27.6% 24.7% 25.9% 26.1% 26.1%

Volume Avg (3m K) 61.0 PAT 4,192 3,230 4,221 5,188 5,959

Face Value (INR) 1.0 PAT margin (%) 20.2% 17.0% 17.9% 18.1% 18.1%

Bloomberg Code VO IN EPS 40.4 31.2 40.7 50.0 57-5
P/E 45.4 58.9 45.1 36.7 31.9

Source: Company, DevenChoksey Research

Bulk of Capex Gearing Up for H2FY25E Rollout
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Vinati Organics Sensex
MARKET INFO
SENSEX 77,580 .
NIFTY 23,533 *

The company maintains earlier revenue guidance of 20.0% CAGR over the next three years,
fueled by ATBL, antioxidants, and other products from Veeral Organics Private Limited
(VOPL).

The management expects the margin to be around 26.0%-27.0% on a sustainable basis.

Two major capex projects are currently underway: capacity expansion at ATBS and
investments at VOPL.

The Company noted that destocking has completed and anticipates double-digit growth in 2-
Acrylamido 2 Methylpropane Sulfonic Acid (ATBS) sales.

ATBS capacity expansion by 50.0% from 40,000 Tons to 60,000 Tons, likely to commission by
Q4FY25E.

VO intends to reinvest in capacity expansion and product development due to favorable
demand conditions. Methoxy Ethyl Hydroquinone (MEHQ) demand is primarily concentrated
in China, while there is a growing demand for Guaiacol in India.

The Veeral Organics plant is expected to ramp up in FY25E, adding a capacity of 3,000 tonnes
for MEHQ and Guaiacol.

The MEHQ plant and Guaiacol plants were successfully commissioned few months back.
Additionally, the remaining products under capex are set to be commissioned in H2FY25E.

Overall capex for Vinati Organics to be around INR 5,500 Mn - INR 5,700 Mn for FY25E.

SHARE HOLDING PATTERN (%)
Particulars  Sep-24 (%) Jun-24 (%) Mar-24 (%)
Promoters 74.3 74.3 74.3 6 (o)
26.7%
Flls 5.5 5.3 4.9
Dlls 73 6.7 73
Oinzrs 29 e S Revenue CAGR between FY24  Adj. PAT CAGR between FY24
Total 100 100 100 and FY26E and FY26E
*Based on the previous closing
Note: All the market data is as of previous closing
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Valuation and view:

Vinati Organics’ Q2FY25 earnings beat our estimates, despite revenue being in-line with our projections, driven by higher other income and
lower taxes. We anticipate H2FY25E will outperform H1FY25, supported by increased ATBS capacity (60,000 tons) and the expected
commercialization of new product launches in H2FY25E. VO began production of MEHQ and Guaiacol with substantial revenue anticipated in
FY26E. We maintain our FY26E EPS to INR 50.0 and P/E multiple of 40.0x, supported by strong expansion in ATBS, enhanced capacity
utilization in Antioxidants (AO) segment, strong revenue growth from new products, and ramp-up of the Veeral Organics plant in H2FY25E.
Accordingly, we reiterate our target price to INR 2,002. However, we upgrade the rating on the shares of Vinati Organics to “ACCUMULATE”
from “HOLD” supported by positive outlook on demand recovery as destocking stabilizes coupled with potential for enhanced growth
stemming from expanded capacities and fresh added products in AO. At current levels, the stock offers an upside potential of 9.1%.

Result Snapshot

Particulars (INR Mn) Q1FY25

Sales 5,533 5,247 4,629 5.5% 19.5%

Total Expenditure 4,196 4,001 3,582

Cost of Raw Materials 2,978 3,202 2,341

Purchase of Stock 23 (o] (o]

Changes in Inventories 21 -31 166

Employee Cost 355 336 297

Other Expenses 446 413 436

Power & Fuel 374 360 341

EBITDA 1,337 1,247 1,048 7.3% 27.7%

EBITDA Margins (%) 24.2% 23.8% 22.6% 41bps 154bps
Depreciation 223 214 173

EBIT 1,114 1,033 874

Interest Expense 1 4 9

Other Income 222 93 106

PBT 1,335 1,121 972

Tax 292 280 247

PAT 1,044 842 724 24.0% 44.1%

PAT Margin 18.9% 16.0% 15.6% 282bps 321bps
Diluted EPS 10.1 8.1 7.0

Source: Company, DevenChoksey Research
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KEY FINANCIALS

Exhibit 1: Profit & Loss Statement Exhibit 2: Balance Sheet

INR Millions FY23 FY24 FY25E FY26E FY27E R 0 4 6
Revenues 20,727 | 19,000 | 23,629 | 28,591 | 32,880 quity
COGs 10,745 | 10,113 | 12,479 | 15,042 | 17,298 Equity Capital 103 104 104 104 104
Gross profit 9,982 | 8,887 | 1,150 | 13,549 | 15,582 Other Equity 22,027 24,512 28,733 33,921 39,880
Employee cost 996 1,190 | 1,370 | 1,658 | 1,907 Non controlling

interest ° ° ° ° 0
Other expenses 3,274 | 2,999 | 3,663 | 4,432 | 5,096

Total Equity 22,130 24,616 28,837 34,024 39,984

EBITDA 5712 | 4,697 | 6117 | 7,459 | 8,578

Non-Current
EBITDA Margin 27.6% | 24.7% | 25.9% | 26.1% | 26.1% Liabilities

Deferred tax

Depreciation 590 729 924 1,001 1,166 iabilities (Net) 1,099 1,334 1,334 1,334 1,334
EBIT 5122 | 3,968 | 5192 | 6,458 | 7,412 Other Liability 174 265 330 399 459
Interest expense 14 36 37 37 38 Total Non-

Current 1,273 1,599 1,664 1,733 1,793
Other income 524 388 473 543 625 Liabilities

Current
PBT 5,632 4,320 57628 6'964 7,999 Liabilities
Tax 1,440 1,090 1,407 1,776 2,040 Borrowings 249 46 36 37 37
Minority interest 0 o o 9 9 Trade Paybles 1,214 1,008 1,244 1,499 1,724
PAT 4,192 230 4,221 188 Other financial

»19 3,23 ” 5y 5,959 iabilities 96 126 156 189 217

Adj. EPS 40.4 31.2 40.7 50.0 57.5 Other current

liabilities 875 1,003 1,462 1,749 1,997

Total Current |, 433 2183 | 2,898 | 3,474 | 3,976

Exhibit 3: Cash Flow Statement Liabilities ’ ’ ’ b 2

INR Millions ~ FY23 FY24 FY25E FY26E FY27E Total Liabilities | 25,836 28,398 33,398 39,231 45,752

Non-Current

CFFO 5,150 3,318 3,610 3,578 4,599 Assets
Property Plants
CFFI (3:293) | (3,:484) | (3,527) | (2,457) | (2,375) bnd Equipments| 578 14,880 | 17,956 | 19,954 | 21,788
CFFF (617) | (1,083) | (51) (41) (43) CWIP 2,425 2,492 2,492 2,492 2,492
Net Inc/Dec 1,239 (1,249) 32 1,080 2,181 Investments 334 394 394 394 394
" ther current
Opening 841 733 910 1,100 1,264
Balance 10 1,252 4 35 1,116 ssets
Closi Total Non-
Bagsr:E 1,249 4 35 s 3,296 Current Assets 15,177 18,499 21,752 23,940 25,938
Current Assets
Exhibit 4: Key Ratios
Inventories 2,330 1,98 2 2,898 ,
Key Ratios FY23 FY24 FY25E FY26E FY27E ventor 33 955 1395 59 3333
LS 638 6 6 8,558
EBITDA Margin (%) 27.6% | 24.7% | 25.9% | 26.1% | 26.1% Receivables 4,63 5,29 ,150 7,442 )55
Tax rate (%) 25.6% | 25.2% | 25.0% | 25.5% | 25.5% Cash and Bank 57 4 35 1,116 3,296
et Profit Margin (%) | 20.2% | 17.0% | 17.9% | 18.1% | 18.1% Bank Balance 73 124 124 124 124
ROE (%) 18.9% | 13.1% | 14.6% | 15.2% | 23.2% s:;@;:scu"e"t 3561 2489 2941 3711 4502
oCE (%) 25.1% | 17.7% | 19.6% | 20.6% | 32.9% Total Current N - 1646 5201 -
EPS (INR) 40.4 | 312 | 407 | 50.0 | 57.5 Assets ! ! g ! ’
JEx 45.4 | 58.9 | 451 | 367 | 319 Total Assets 25,836 28,398 33,398 39,231 45,751
Source: Company, DevenChoksey Research
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Rating Legend (Expected over a 12-month period)

(<I:I’\\lnl:) ) Recommendation Our Rating Upside

18-Nov-24 1,835 2,002 ACCUMULATE Buy More than 15%
22-Aug-24 1,977 2,002 HOLD

: 9 : Accumulate 5% —15%
28-May-24 1,766 1,795 HOLD
16-Feb-24 1,671 1,692 HOLD Hold 0-5%
15-Nov-23 1,758 1,960 ACCUMULATE Reduce 5%-0
16-Aug-23 1,816 2,051 ACCUMULATE
25-May-23 1,788 2,051 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. It is 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.

Deven Choksey Research is a brand name of DRChoksey Finserv Private Limited. 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.

It is confirmed that, |, 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.

It is 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

I f any gri 5 pll ite to gri @krchoksey. .o e .

Vist us st kachakeeyicom o DI P A K Digitally signed by
KRChoksey Shares and Securities Pvt. Ltd.

CIN-U67120MH1997PTC108958 DIPAK SAHA

Registered Office: 1102, Stock Exchange Tower, Dalal Street, Fort, Mumbai - 400 001.

Phone: 91-22-6633 5000; Fax: 91-22-6633 8060 Date: 2024_1 1 ,1 8
Corporate Office: 701-702, DLH Plaza, Opp Shoppers Stop, S V Road, Andheri (W), Mumbai 400 058 S A H A

Phone: 91-22-66535000 1 5:3 1 :41 +05'30'

Compliance Officer: Varsha Shinde
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



		2024-11-18T15:31:41+0530
	DIPAK SAHA




