
   

  

 

 

Way2Wealth Brokers Pvt. Ltd. (CIN U67120KA2000PTC027628) SEBI Rgn. No. : INH200008705. 
Registered Office: Rukmini Towers, 3rd& 4th Floor, # 3/1, Platform Road, Sheshadripuram, Bangalore - 560 020,   

Website: www.way2wealth.com Email: research@way2wealth.comWay2wealth Research is also available on Bloomberg WTWL<GO> 
 

 

W
2W

 Lighthouse – A
 Q

uick Perspective 
  

6th June 2022     CMP – `720.50/-   View – Accumulate on Dip 

Aarti Industries Ltd. 

Sector – Chemicals 

 

Light House Update 

 

Q4FY22 Result Update Important Statistics 

 During Q4FY22, the company reported revenue growth 45% YoY and 
declined by 26% QoQ to `1756Cr, this growth is supported by better 
realization and 10-12% volume growth which was led by strong demand 
trajectory for product in the key end user industries. EBITDA for the quarter 
stood at `339Cr up by 30% YoY on account of high utilization across plant, 
however declined by 65% QoQ, while EBITDA margin decline at 19% v/s 
22% in Q4FY22 on account of higher input costs. PAT at `194Cr up by 42%, 
PAT margins stood at 11% in Q4FY22. 

o Specialty chemical segment Revenue/EBIT grew by 49%/19% YoY 
owing to better realization, however, decline by 29%/73% QoQ to 
`1629Cr/`246Cr on account of supply shortage of key RM –Nitric acid 
which impacted production of various products. Value added products 
contributed ~70% to the revenue in Q4. EBIT margin declined by 
380bps YoY to 15% v/s 19% in Q4FY21, on account of higher input 
cost. The company has commercialized its units for second long term 
contract in Q4 which resulted in increase in fixed cost and depreciation.   

o NitroChloro benzene/ Hydrogenerated product & NitroToloyne 
production grew by 4%, 57% &76% yoy to 19,951 mt, 3,029 mt & 
5,155 mt v/s 19,100 mt, 1,935 mt & 2,935 mt. 

o Pharmaceutical segment revenue/EBIT grew 52%/30% YoY to `388Cr/ 
`67Cr, owing to robust demand for key products, while EBIT margins 
decline at 17% v/s 20% in Q4FY21. Margins were impacted due to delay 
in passing on input costs inflation. 

 During FY22, the company reported revenue growth of 55% yoy to 
`7000Cr, excluding long term contract termination fees revenue grew by 
41% yoy to `6369Cr, this growth was supported by better realization, 
volume growth in both pharmaceuticals and specialty chemicals business. 
EBITDA margins stood at 28% v/s 22% in FY21, adjusted EBITDA margins 
at 21% in FY22 & PAT grew by 19% YoY to 1307 Cr v/s 523 Cr in FY21. 

o Specialty chemical segment revenue/ EBIT grew by 63%/116% to 
`6619/ `1614Cr owing to better realization, FY22 revenue/EBIT include 
long term contract termination fees of `631Cr/`610Cr, excluding 
termination fees revenue/EBIT stood at `5998Cr/ `1004Cr in FY22. 
Adjusted EBIT margin stood at 16% v/s 18% in FY21. 

o Pharmaceutical segment revenue/EBIT grew 37%/4%% YoY to `952Cr/ 
`211Cr, owing to robust demand for key products, while EBIT margins 
decline at 17% v/s 22% in Q4FY21. The expansion of capacity for the 
USFDA approved API facility is in the final stages and will commercialize  
in Q1FY23 

 Key highlights:  

o The company has proposed to setup backward integration plant which 
will convert weak nitric acid to concentrated nitric acid, its capacity will 
be ~225-250 tpd. The management has estimated capex of `150-200Cr, 
this facility will help to meet partial requirement of nitric acid.   

o On the projects front, the company is targeting ~70-80% utilization level 
for first long term project in FY24. The second project has 
commercialized manufacturing in Q4FY22 and incremental revenue will 

MCAP (` bn) ~`260 
52 Week H/L (`) 1168.00/715.60 

NSE Code AARTIIND 
BSE Code 524208 

 

Shareholding pattern (%) Mar’22 
Promoter Holding 44.19 

FII 12.46 
DII 14.90 

Public& Others 28.45 
 

 
Financials 

(` Cr) 
Particulars FY19 FY20 FY21 FY22 

Net Sales 4,168 4,186 4,506 7,000 
EBITDA 965 977 982 1,929 
EBITDA M% 23.15% 23.34% 21.78% 27.55% 
PAT 492 536 523 1,307 
PATM% 11.80% 12.80% 11.62% 18.67% 
EPS (`) 13.57 14.79 14.44 36.06 
ROE (%) 23.0% 19.0% 14.9% 22.1% 
ROCE (%) 20.0% 17.0% 14.0% 27.0% 
P/E (x) 55 50 51 21 
EV/EBITDA (x) 28 27 27 15 
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add `500Cr in FY23. The third project is expected to come on stream on 
FY23 and will ramp up in FY23-24. 

o On the future growth projects for FY23-24, the management said that 
the company will be adding new chemistries and value added products 
in pharma & specialty chemicals, will be introducing ChloroToulenes 
range of products. The company intends to add 40+ products for 
chemicals & 50+ products for pharma. It is also expected to invest 
earmark capex of `2500-3000Cr for chemicals &`350-500Cr for pharma 
segment. This growth is expected to drive from FY25 and beyond.  

 The company has acquired ~120 acres land at Atali Gujarat and site 
development work to commence on 100 acre land at Jhagadia.  

o The management has maintained company’s revenue/ EBIT/ PAT growth 
guidance of 1.7x-2x for FY24 over FY21, also maintained long term 
growth guidance of 2.5x-3.5x in turnover and 3x-4x growth in EBIT/PAT 
for FY27 over FY21. 

o The company is in process for demerger of Aarti Industries’s pharma 
business into Aarti Pharmalab Limited. An appraisal has been raised in 
NCLAT Ahmedabad, hearing of which is on June 2022. Post this 
company will take around two to three months to complete the 
demerger procedure. 

o The management has guided high single digit growth in EBITDA and 
higher growth in revenue for FY23. 

o Net Debt stood at `1961Cr v/s `2080Cr in FY21, Net debt/Equity and 
Net debt/EBITDA at 0.33x & 1.02x in FY22.  ROE/ROCE improved to 
22%/27% in FY22. 

  
Outlook  
  
 The Company reported CAGR of 16% in revenue, 29% in EBITDA and 41% 

PAT over FY18-FY22. During FY22, the Company reported revenue growth 
of 55% YoY (excluding termination fees revenue growth of 41% to 
`6369Cr) to `7000Cr, this growth driven by better realization & volume 
growth in both pharmaceuticals and specialty chemicals business. EBITDA 
margins stood at 28% v/s 22 % in FY21. PAT grew by 19% YoY to 1307 Cr 
v/s 523 Cr in FY21. 

  The company is well positioned to capture the market in specialty chemicals 
& pharmaceuticals segment through aggressive capex plans, adding new 
chemistries and value added products in pharma & specialty chemicals. At 
CMP of `720.50 Ltd. is trading at ~15x FY22 EV/EBITDA &21x 
FY22 PE, Hence, we recommend Accumulate on dip rating on 
stock. 
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Consolidated Quarterly Performance 

(` Cr) 
 Q4FY22 Q4FY21 YoY %  Q3FY22 QoQ %  FY22 FY21 YoY % 

 Net sales  1756 1209 45% 2376 -26% 7000 4506 55% 
 (Increase)/Decrease in stock in trade & WIP  -76 -46 66% -22 251% -261 -53 391% 
Consump of raw material   903 553 63% 881 2% 3269 1938 69% 
 Purchase of Traded goods  95 51 86% 80 18% 287 244 17% 
 Employees cost  120 98 23% 124 -3% 442 371 19% 
 other Expense  375 293 28% 346 8% 1335 1025 30% 
 Total Expenditure  1417 949 49% 1410 0% 5071 3525 44% 
 EBITDA  339 260 30% 966 -65% 1929 982 97% 
 EBITDA margins %  19% 22% (221 bps) 41% (2135 bps) 28% 22% 577bps 
 Depreciation  77 66 18% 72 8% 289 231 25% 
 EBIT/ Operating Profit  262 195 35% 894 -71% 1640 750 119% 
 Interest  31 22 42% 27 14% 114 86 32% 
 Other income  0 0   0 183% 1 1 14% 
 PBT  231 173 34% 868 -73% 1527 665 130% 
 Provision for  current tax  28 31 -10% 87 -68% 192 106 81% 
 Provision for Deffered Tax  10 3 235% 8 31% 27 23 17% 
 PAT  194 139 39% 773 -75% 1307 535 144% 
 Minority interest  0 -3 -99%     0 -12 -98% 
 reported PAT  194 136 42% 773 -75% 1307 523 150% 
 PAT margins %  11% 11% (22 bps) 33% (2148 bps) 19% 12% 706bps 
 No. of Shares  36 36   36 0% 36.25 36.25 0% 
 EPS (Basic &dilluted)  5.34 3.75 42% 21.31 -75% 36.06 14.44 150% 

 

Source: Company Filing, Way2wealth Research 
 

(` Cr) 
Segment Revenue Q4FY22 Q4FY21 YoY %  Q3FY22 QoQ %  FY22 FY21 YoY % 

Speciality chemicals 1629 1091 49% 2288 -29% 6619 4071 63% 
pharmaceuticals 388 256 52% 348 12% 1300 952 37% 
Total 2018 1347 50% 2636 -23% 7919 5023 58% 
Less: GST collected 262 137 91% 260 1% 919 517 78% 
Net sales  1756 1209 45% 2376 -26% 7000 4506 55% 
                  
Segment Results                 
Speciality chemicals 246 206 19% 894 -73% 1614 746 116% 
EBIT margins % 15% 19% (380bps) 39% (2399 bps) 24% 18% 605bps 
pharmaceuticals 67 51 30% 60 11% 220 211 4% 
EBIT margins % 17% 20% (284bps) 17% (7bps) 17% 22% (520 bps) 
total segment revenue 312 257 21% 954 -67% 1834 957 92% 
Less: Interest 31 22 42% 27 14% 114 86 32% 
Unallocated (inc/ exp (net)) 50 62 -19% 59 -15% 193 206 -6% 
total PBT 231 173 34% 868 -73% 1527 665 130% 

 

Source: Company Filing, Way2wealth Research 
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Disclaimer  

Analyst Certification: I, Ashwini Sonawane, the research analyst and author of this report, hereby certify that the views expressed in this research 
report accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the 
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. 
The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company 
(Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence 
and objectivity in making any recommendations.  

It is confirmed that Ashwini Sonawane, the author of this report has not received any compensation from the companies mentioned in the report in 
the preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other 
business. Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, 
incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information 
contained in this report.  

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. 
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or 
product, or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor 
appropriate for every individual and are solely for the informational purposes of the readers.  This material does not take into account the specific 
objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.  

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or 
distributed or redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this 
research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. 
Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may 
be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should inform themselves 
about, and observe any such restrictions.  

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is 
accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties, 
either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a 
particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions 
in it. Way2Wealth or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from 
any inadvertent error in the information contained in this report. The recipients of this report should rely on their own investigations. In no event 
shall Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost 
profits, or lost opportunity, whether or not Way2Wealth has advised of the possibility of such damages. 

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to 
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but 
are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse 
impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable 
political and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an 
offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of 
this material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any 
reader publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its 
affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report may from time to time have 
interest in securities / positions, financial or otherwise in the securities related to the information contained in this report.  

To enhance transparency, Way2Wealth 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.  

Disclosure of Interest Statement Indian Aarti Industries Ltd.as on June 6th, 2022 

Name of the Security Aarti Industries Ltd. 
Name of the analyst Ashwini Sonawane 
Analysts’ ownership of any stock related to the information 
contained  
Financial Interest   
Analyst : 
Analyst’s Relative : Yes / No 
Analyst’s Associate/Firm : Yes/No 

NIL 
 
 
No 
No 
No 

Conflict of Interest No 
Receipt of Compensation  No 
Way2Wealth ownership of any stock related to the information 
contained NIL 

 Broking relationship with company covered NIL 
Investment Banking relationship with company covered  NIL 

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from 
making modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and 
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.  
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